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Execuiive Summary 

The Sessiona1Paper onNa:tional Social Healthlnsu:rance in Kenya cont,nns ±he proposed . -
sod~l health insurance r.eforms which the government will put in place as .from 1" July, 

2004 i:o ensure access to quality healthcare to all Kenyans . 

. The existing healthcare finaudug arrangements is based on the desig'o.that majority of 

people Oej.n afforci to pay meciical care at the pciint and time .of-treatment. This ls not 

feasible in_ a country where 56¾ of the population lives:below the poverty line. The high 

level of out-of-pocket finau~ing, which incl~des c_ost-sharing sustains and exacerbates 

Foverty among Kenyan households. In view of this widespread poverty 'in the• country, 

there is need to re,clU:ce hea.lthcar~ burden ·cin hommbolds, ensure equity a.nd access, and 

imprnve quality of health services. 

The propo~ecl social health insurance reforms will ensure that every Kenyan pays _small 

regular contributions to 1:he National Social Health Ins~rnnce Fund before ~ illness 
. . 

· occurs: When illness occurs, Kenyans will not pay medical care at fhe time and point of 

treatment. The National SooiaLHea:lth Insurm:-ce Frmd:wiJl pay .all the bill~ to Health 

. Providers. The be:q_efits package wiU':includeou:t-patient and in-patientcare The 
.- ._·- • • - : • •· :-;,..;•, :-., ___ 

1
,,.. ,1: -~",;: --··'.}t·, .. ::•F. ,~- _,,,,,,,;, .. : _ ,, .. , ·>&,,.:,,,-,~..-. ..• ,.. .,.~'- -;,--

]V[i.:hisuy of Rea.1th will re-direct the use ofresiiurcies allocated to ifthrough the regular 

budget to. inteµsify disease prevention activities, .improve quality of health services in 

· public health facilit1es, bu:ild new heaJfh•facilities ~d strengthen compliance to health 

/tandards by all health providers. 

..e,;$, $'" 
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Based on mo~e than two years[2001-3] of sustained research and development by the 

·Ministry's Department of Standards and_ Regulatory Semces (D SRS) with in-put from an 

Inter-sectoral Task Force established by the Minister for Health, fochriical assistance by 

the ~orld Health Organi~ation togethenvith the German Development Agency (QTZ), 

this Ses;ionaIPaper contains the following proposed institutional and legislative 

reforms; 

(i) That the National HospitaLlnBurance Fund Act should be repealed and 

· replaced with new legislation capable of facilitating the provision of 

healthcBTe to all Kenyans irre~pective of their age, social, or economic . 

status. 

(ii). That there should be_ a new law to facilitate the establishment of a 

National Social Health Insurance Fundc and to ensure that it is run 

competently arid efficiently. 

(iii) That detailed research is ·req:uired to be. undertaken to accurately 

segregate the various categories of healthcare providers from whom 

· Keny~s se~k medi~al, treatment, .· especially ;ince all of them, 

.. ,, : _ _including traditional medicine practitioners, wi11- seek reirn.burse:rnent 

from the Fund once established ... 

(iv) . That it is necessa:r:y to put in place a Health Insurance Act to regulate 
,. . .. 

: and supervise ;i;ll l\,ealth insurance-schemes, iucludin_g_those .offered by 
_-·=-. _., •. •',;,f~~J'.l~•,;f;:'·;;'t'..:.cf~,li.f''1f~:1,1~~iJ'··;· ;{1-~'k'?t' , ·, ,. ~,,- :·., "i,,. _.' .. _:. ' .. _ · · . 

Health Management Organizations, particularly to ensure that Health 

Management Organizatious operate as either as health insurers or. 
' . - - . 

. health service pro-viders but not both.: · ··' . .. .. . .. . . 

... (v) .. That. there is neecLfo~ a cl.etailed· and" continuous. research to ensure 

realistic and feasible benefits package which is responsive to changing 

health needs oftb.e population 

... .,, <\>,{:· -:.;,: 
~ ~- , . -. 
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('vi) That for the long-tmm effectiveness of the proposed scheme, there. 

need for the fo11owingto be mplace: 

a, TraditionilHealth Pr~otitioners Act 

b .. Constitutional provision guaranteeing a Right to Health, whic 

should he implemented through a mandatory National Sod: 

·Health Insurance Scheme; and the Office. of the Director Gener, 

of Health. 

c. The Office of the Director General of Health to be established , . ' 
a Constitutional · Office to en:mre full implementation an 

enjoyment of the Constitutional right to health. 

'(i) .That no service provider should be contracted under the propose 
. ' . 

scheme unless:-

. i such provider is regulated under the relevant laws g~verning ·the 

practice. 

ii. Thei:t"services m:eet th~ qliili~iinJ' mi:fefy stan:da;rd ~s prescribe 

by the :M:icistry of Health or such other body as may be mandate 

by the.J\1icistry forthe,purpose. 

111. Are recommended to the Coun0il by their professional bodies. 

The Guidir:g Principles of National S oQial Health Insur~ce in Kenya are: 

i. NSHI shall contribirte to the vision of the Ken;an MOH io create an enablin 

envir~nment for the p;ovision of sustainable q~ality ~ealthcar~ .that .is acceptablE 

• Cc affordable and acc~.ssible to all Kenyans. ,, 
. -.,,"'t:" , - ., ··. -

ii. . . I twill be o~~pulsmy for every Kenyan and every perm:i.nent resident 'to become. 

· member through ertrolme~ and payment-~f,; :.Sub~cription.' · 

f· ' ;\(; •'-~ 'i.~~¾ 
"<!' .• 
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11.L Since not everybody i:s cie>e:i:rrectfo'b,e"able to JJaY contributions to the NE-ISIB, it is . . 

the JJOlicy of the GoveIIlDlent to subsidize the poor by earmarking at least 11% of 

total expected revenue fr~~ consumption taxes to be paid into the NSE1F. 

1v. The NSBIF v/211 be guided by a con=unity spirit of solidarity.. It must enhance 

risk sharing among income groups, age groups, and persons of different health 

status, and residing in .different geographical areas. 

v The NSBIF shall promote maximum community participation through a process 

of representation from the village UJJWards to the N ationa:l Council. The NSIIlF 

will be ovmed by the stakeholders. 

vi. The NSBIF shall .build on existing_ ,community initiatives for· registration 

procedures,. contribution collection and human· resourcefequirements. 

v11. The NSBIF shall balance economical use of res~uroes with quality of care. It shall. 

provi.de effective stewardship, fund management, and maintenance of reserves. 

viii. . All the money received thro~gh contributions and· other means minus minimum 

administrative costs and reserves shall be returned to the insured in the form of 

improved health service provision:. · 

ix. The NSBIF shall assure that all participating healthcare providers ate responsible 

and accountable in all their dealings wi:th the Fund and its members. 

x. The Government, for the. time being, will continue to pay for the wages and 

salaries in the.public health sectpr. The medium-ten:n g9~l (Sto 10 years) for the -- .- . . . 
NSHIF shall be to cover all recurrent expenditure related to health · .servi'ce 

provision including personnel costs. In addition, the goal is for infrastructure 

investments to become co-financed by both the Government and the NSI-IIF. 

·_ · : _ -,~i,rJ>·'i''. ii"";,f;<,.. ,_,~,.'ca;,:,·~-,c'" .. " .. _ ·· .·-. ·. . ·_ i-: , 
· •' Finall~r, a communications strafogy' for all concerned· stakeholders and for all population 

groups is key to the efficiency and, effectiveness ofthe scheII1e .. 

I. 
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1.J. Int:roii.ud:ion 

CHAPTERl 
BACKGROlJND 

One of the major development objectives of the government is to provid'e ·effective and 

aocessible healthcare to the whole .pGlpulation.. Since Independence· in 1963, · the 

Government has developed · co~rnhensive healili · policies to guide its activities in 

meeting the health needs of the population. Consistent with these policies, networks of 

'health facilities have been established ,in .all parts of the country, ~nd :a sizeable ,private 
. . .. . ( . 

health sector has taken root_ However, acoess tt:1 quality healthcare remains a dream for 

· most Kenyans. 

The health of the, population has improved considerably .over the four decad.es since 

independence .. The infant mortality declined from 119 per 1000 live births in 1969 to 7 4 

' •per 1000 iii:'1998. Total fe~iiity rate declined from 7.6 fu 1969 to 4.7 in 1998. Life 

expectancy· at birth lncreased from 40 years in .,1963 to 60 years in the eariy 1990 s. 

However,· since the rriid-199os; life expectancy began. to .fall d.ue to. effects of the · 
. . - . . 

RIV/AIDS pandemic arid as a i;esult of increasing poverty. The infant mortality rate is 

.also increasing.' 

Throughout the four decades (°1963-2002), the government has DcSed several methoils of .. 

. financing. health services)JntH 1965, co-payments ofKshs. 5.00 per use~ were in force in 

all public health facilities. Between 1965 and 1989, the :government used revenue from · 
. '' ,.- _·, . ~-~~>. ·-·· '·.,· ::!.-,~~.;,-:.~:cttt .... i0,:lia-~--~-· -~ . ..,., ... ·: : _·.,,,._,_, _" 

, general taxation· t6'":finance health services in lfaii'''wi1h its policy offree·medical care, as 

stated in Sessional Paper No: 10 of 19_65 (African Socialism and its .Application to 

Plcrrming inICenya). The Govetrunent reversed this policy in 1989 and introduced modest 

user. charges for health services in public h~alth facilities becau~i, ·of sever~ budgetary 

constraints and_ declliring support ~om ·donors, .. The, fees, vrhi~h were temporarily•· 

suspended ln 1990, but reintroduced JU 1992,. are :still in fore~:. The User charges ( aiso 

called cost-~haring) were ID(?~ to suppl=ent the Jvllnistry of H~alfh{MOR,)budget in 

the overall running and maintenance of health. facilities. Iu 2001, net ·out-of-pocket · 

... ,,,_., 
~~.,,, ,;:;,· l 
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spe:ri,fo,rg on health, jncluding µset fees and direct payments; amo~nted to. 53.1 ¾. of total 

health expenditure. 

1.2 Socrall[ealih.Insura:nce: 

The curient system of cost - sharing in the health sector is based on the assumption that 

the majority of people can ajjdrdto. pay medical care at the point and time of treatment. 

There a.Te two major problems with this.assumption. First, it is. not realistic in a situation 

where 56¾ of the population lives below the poverty line. Second, it discourages people 

(the poor included}; who can pay for treatment before the. illness occurs from making 
- ❖ . 

such p_ayment_ These disadvantages can be a.voided through systems that_ pool risks a.Ttd 

financial resources, and fuat · aim to give people equal ~ccess to healthca.Te. Health 

insurance is one such system_ 

In a. health "insurance system, people pay for the cost of illness before the time of 

treatment, that is, before an illness occurs .. This is done through small, regular 

contributions,, alsp known as premiums, to a health insurance organization that pays for .. 

. medical. care when an illness occurs and treatment_ :i.s sougl1t. Thus, in contrast to· a cost

sharing situation, where only two parties are involved (the patient and the healthcare 

provider), in. a health insuiance context three pfllties a.Te involved namely: the patient 

()1s,usehold), the provider ~fhealthcir~ (healthfaci1ity)and the payer of medical bilis (the 

.. health insurer). 'Ihe health insurer can also be a.ctiv~ in cho~sing the best care for its 

members. It can in fact assmne the role of 'purchaser' of health services .. 

. . - . 

I! \f_.i:r~J':c°rtant to_ point q1,;-t th9:t .. ;,. 'social' health,~nsinn1.noe system r'ather than a private 

system is preferred .. Social health insurance is based on risk pooling of its members, in 

principle all of the population, and on pooling the contributtons _of these members and 

. other stakeholders. · The major · contributors are; the households, enterprises ·· and. 
. - '"·( . 

Government. These contributibmi serv.e to pay for health ~ervices, thereby giving access 

. _to its lllenl.be~s,. irrespe~tive of in com~ or social status Bousehold contributions ate set 

· i such tha~ they· ar~ based ~n abihty to pay. Enterprise contributions are usually fixed as a. 



p:5rcentage of wages and salaries. The level of gove=ent ·oontn'bufions 1s generally 

detemrined in :meh a way that it at least covers those households that are unable to pay 

contributions antl therefore .allows for their inclusion into the sodal health 'insunmce 

system. 

Social health insurance seeks to enrol the whole 'of the popul:rfion a.nd is therefore run on 

a compulsory br:u,is. Social l~ealth msurance cm1be managed by a single fimd_or via 

multiple fonds. Multiple funds are usually associated with different population groups. In 

ihe latter case, equalization mechanisms . are developed such that the , funds receive 

· sufficient resources in order to ensure that all population groups have equal access to the 
' ~ 

defined health-insurance benefits. 

In private health insw·ance, contributions or prerurnrus are. riskcrelated: Individuals or 

groups of individuals pay premiums that are related to their risks only. 'Private health 
. ·. . . - . 

insurance can•be ru:trby for profit companies or non-profit organizations. In the context 

of the ·Kenyin s~cial health insurance reform, the.role.of private health insurance would 

be to insure especially against the· costs .of higher standards of amepities in clinics and 
. ' . ·( 

.hospitals, 

Finally, it should be emphasized that only s9cial health insurance, also referred to as 

nationcd social hea1tlrinsurance in Kenya, provides for sufficient' solidarity across· all 
. ., . 

population categories (the rich subsidizing the poor,the young supporting the elderly and 

the healthy supporting the sick), thus promoting ·equity and acces·s for everyone. 

L3 Situation Analysis 

1.3.1 Poverty reduction and theNat:ionalHealtltSector Strategy Pl([l1,. 

Kenya's Poverty Reduction 'Strategy Paper {PREP), 2001-4 st~tes that .the high cost of' 
. - -· ' . ~ . . . - . . . ·. - .. .. . 

. health~aie in the country is one .of the leading causes of p~verty: .·. The paper r.ecogriizes 

good health as a pre-requisite for th~ socio-econo~ic ·deve1op~e;;nt oithe. country. The 

performance of the health sector is affected by bigh .cost of ·h;althcare contrib~ting to 



poo; access, deolinip_g _standards, in~rea~ed re-emergence 

· high cost of drugs and inadequate :funding. 

of disea·ses like tuberculosis 
. . 

--·-

To acl:dresB the aqove-mentioned 1iea.lth situation, the :Mmistry of Health is currently 

itDJJlementing a five-year National Health Sector Strategic Plan (1999/2004) whose 

objectives are to : (1) ensure equitable allocation of Government ~esources to redttce 
. . . ' ' . . 

disparities in h~alth resources ; (2) increase the e:fficicacy a~d cost effectiveness of 

reso11rce allocations arid 11se; (3) manage population growih; (4) enhance thereguhtory 
. . ' . 

role of the Government in all aspects of healthcare provision.; (5) create an enabling 

·. environwent for private sector and. community involvem~nt in health service provision 

and financing, ,md to play a greater role in curative services, thus allowing the 

Govemme:J-t concentrate on preventive services.; and (6) i;crease ~nd diversify per capita 

· financial flows to the health sector'. 

Healthcare ser;vices are delivered to the 31 million people in Kenya through a network of 

· 15,400 healthcare facilites. These· facilities include, an estimated 400 hos1;itals, 5,000 

primary healthcare facilities and over 10,000 private clinics. ,60¾ of the hospitals, 
. ,, 

healthcentres and dispensaries in the country are prov\de,d by th" Government while the_ 
. . - •- . . . ' 

remaining40% ·~e provided. by NGOs, l:vl.issious and the private sector. • 

J.3.2 The 11.eed to rerluce out-o.f---pocket heafrh o..pe11diture 

In 2001, households'. out-of-pocket expenditure (OOP) accounted for 53.1 ¾ of the total. 

_ cost of heal;hcare. in the country, with the remainder being tax--finanoe_d government 

,-L,&.i"'·''' ,J'lxpen¢Li,fu~e.,;0n,,,health\(2L4¾), ,exp~nditdre by'' tbe Nati6hal Hospital. Insurance Fund 

.. ·.·. , (3.9%), prepaid private plans (3.6%), firms and ~mployer-paid medical services (16.4%) . 

. and NGOs and ~o;-pmfit i,;_stitutions (16%) Thtis, in _the current healthcare financing· 

system private financing domiitates with 74.7% oftcital health ~xpenditure. We rnfor to 
. - , .. 

figures 1 and 2 for a graphical r_epresentation of the structure of public vs. private. 

expenditure an.cl of a more detailed structure.by sources 0fhealth financing, respectively. 

· 'What re-emerg;~ dearly is the bigh 1evel o'e out-ofp0cket financing or healthcare, which 

' 

I 

I 
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:iududes cost~sharing. This is ail important concern as it is likely to sustain and/c 

exacerbate poverty among Kenyan households. 

In view of widespread poverty in the country, there is need to reduce t1ie healthcar 

expenditure of households. The -conversion wonld increase health service utilizatior 

which has suffered under cost-sharing. In addition to. reducing "healthcare burden c 

households, thereby ensuring equity and access _to all Kenyans and increasing· .servic 

utilizat'con, such conversion would move patterns of government ,healfo expenditure in. th 

direction of patterns in many developed countries. The id,eoal situation should be th 

position_where the Government, through National Social Hea1th Insurance .(l'TSB:I) an, 

tax0financed MOH expenditure, is carrying 75% of the national health expenditur 

burden while private health expenditufe·wou}d be reduced to ZS¾. This can be-done to 

lar:ge extent by converting the cost-sharing spheme in public health facilities into a socia 

health insurance scheme. 

- ,, ' 

Basically; the current cost-sharing foes paid by the population will be Tep laced by prepai( 
. . 

contributions into the,.NSHIF. It fa expected that ·in the fuststage of the development o . 

. the NSBJF, the provider p,;yment schedule is set in such a way thatpayments c~ver th( 

- essential drugs and meclical suppliesi ou:t--patient and in~pati~;_t care, ·small repair a;_, 
' ' ! ' ·'. ' .,: ,,. .. ',·, 

maintenance costs, water & electricity, and .adminlstration '(forms, books .etc.). If sucl 

recurrent expenditure was previously financed via the g~-ye~ent budget, hencefortl 

there would be extra room within foe government budget, as foese part:(cular: costs wouli 

now be covered via the. NSHIF. These freed resources can be .allocated to investment OJ 

renovation of th~ health infrastrocfu:re. They can .also.· be .allocated to .. preventiv.e .anc 
. ,,,.-¼,;,Ei,,,,:~.. ~,~,,_ . _ -,i..T-jit,1y;:its'i':~'·.t::,;:,,.,.>ei:i.<:i/!.~<WW~'l.--'.~'r· ;,.~;:,-~-':';1;' ,7f[,1:~:~~.:~:...~cl'.;"J~,f,.ti/'1f~'<". "'ieJ.-, - - j;::;.?,~f~t~~;~i .,tk-½,'~f'/!"··0<.,t,;~;'..',:-.-. '.,/·· -t~dd·-i,;.;:;:.i:,t·'!{;;: . 

. 'picimci:tive health services: Witn.respect to the latter, contraots could also be establishec 

with private·seotor institutions such that the.se are incorporated in preventive oare deliver; 

an.d health promotion activities. 



L3-3 The: role: of the: private sector 

. The privEtte secto.r will h~ve -a prop~r role in fuis new health financing ~tructure. The. 

Healtlc- PGlicy Frame:work Paper 1994 advocates that fue GGverru:nent crnates the 

envitonment for increased. private· sector participation in the provision of healthcare 

services. The National S~cial Health Insurance Fund (NSBJF) -will detain the financial 

resources (co11tributions from households, enterprises and Government), and with these it 

will purchase the necessary health services._ Via contracts wifu fue NSBIF, private 

providers -will be able to provide health services according to a remuneration or payment 

schedule vyhich is agreed upon by these providers< and the NSBIF These payments are 
disbursed by the NSBIF. 

····-'' ·.·· . 
"',,f ,,·.: .• -- : .. _ 
.. ,.,. ... :·. 



Figure I: Naiiondl Hecifth Expenditure: Consolidated General Government versus 
Pr.h>ate expe:rufiture (2001) 

EifilCGG·• 

· ll Private 

Source: MOE:, 2003 and National :S:ealfu Accounts (\V.HOJNBJumii:;28-5-03} 

NB: CGG= consolidated general government which includes governmeut health expenditure at all 
govemmerrt levels as well w expenditure·by.fue Na.tional•Rosprtal Insurance Fund. 'Private' includes , 
.01JtcofcJJOCket 1,ealth expep,(IJ(nn,;,•audd,.ealfu .. .e"'J.lenditure.wia Private Prep aid•l'l:ealtb."Pfarrs~~firliis .•, 
· ind em:ployer~b ased schemes, NGOs and norq,rofit lmtitutions. · 



Figure 2: Sources of Health FinLrncing by percentage contributfrm to the totalna±ional 
heaJthcaie expenditure per annum in Kenya {2001) 

1.6%. 
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Source: MOE; 20"03 a:ndNationalB:ealthAccounts (WRO!mIA wrtt, ;28-5°03) · 
' -' ·- . . ,. . . -

Ji!B: 00:P= out of pocket expeu,di:mre; GOK/J\10B: refers to ta,;-futtded health expenclliu.re by the 
Govervinent of Kenya/Ministry of R~tlt; l'UDF = Na.ti□Ral. Hospital lusurance Fn:.ud; PPP-----J'rivite _ 

·· l?repaid.: TualJ:4 Plans, : Fll:M8,a, firms and BD:!Jlloyercbased medical services; NGO~ uon-
. gov=ment orga.nizatioru and non-profit institutions. · 

" o. -· -· •' , ., . • ' ·--· . 

',I 
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.1.. 4 Milestones to intro'1u.cin.g national so~ialheciltk.in.sur=ce in Kenya 

i. · 1965 

ii 

iii 

iv 

y 

1970 

a) Parliament passed the Sesslonal Paper No.IO on "African 

Socialism and its application in Kenya." in which it outlines its 

plans to "provide ·welfare on ec large scale" through a NatiorrnJ 

· Provident Fund and National Health Insurance among other 

mechanisms. 

b) The Governmeb.t\~aived th.e Kshs. 5.00 charged to every 

person, Jho ittJi.ai' a health facility in line with the 

p:ron~unceme~ii;;f"~·,;ff6nal Paper No 1.0 of the same year 

. . , ''iit:11:t''' .. 
Failure by Local Authoriti';;s' to off;,r .satisfactory health services in 

0 c;nforrnity ~th Sessional Paper No.. 1 o lead to_ the transfer cf Health 

Centers and Dispensaries from the Local Authorities to .Central 

Government, but did_ not -give extra funcl_s in the bucl_get to meet these extra 

costs, 

1989 

Government introduces cost sharing to meet o~st~ of malt,.taining facilities 

which it had failed to renovate over the yearn.. 

Government throu,glJ. the· Cabinet . approved "l;C.eny~ .Health · Policy 

Framework" in which it olearly,outlines wb.ere its_ priorities in health were. 

Task Force set up to lo oki~to howto ~ak~ healthca:re affordable. ·· 
-· ,··-- ..... · , . -.····~--~•!i--··'·'·-·.,·.··---· ",."_,",·-~ .. . ·1<".T·~---· . ..• 

vi November ZO(ll 

a) . Orncial opening of the First Nationa1:congres; on Quality Improvement 

in Healt:b,, Medical Researoii and TraditionalMedicine 

,. 
9 



b) The President of the Republic of Kenya directed the lvfinistern responsible 
' ' 

.for Health to take necessary actions that would lead to the establishment of 

· a rriandatciryNationaI Social Health Insurance, for all Kenyans. 

c) 'the President urged .the delegates to discuss the feasibility of establishing 

mandatory National Social Health Insurance, which can facilitate all 

Kenyans to have access to quality healthcare; 

d) . The delegates adopi~d a r.esolution calling on the Government to include ' 

in the C~nstitution of Kenya; the foliowing statem~nt "The right to health 

shall be a. fundamental right in the Constitution of Kenya and that the . - ~ . 

·· Constitution protects the right of every Kenyan to have ac~ess to quality 

healthcare"_ They resolved that implementati,in of the Constitutional 

provisi~~, be :through the establishment of mandatory National Socoi,al 

. Health Insura~oe, an:d a Constitutional office' for the Director Gerrnral of 
, . . . 

Health be.· ~reated. The Cabinet in January 2002 approved these 

recomm~nd)ttions The draft Constitution provides for the right to health_ 

. 6) The Delegates also adopted a report prepared by a Gove,rnment Task 

Force on Affordable Healthcare, which rncommendedthe estabii~hment of 

· National Social Health Insurance. 

vi January .2002 · 

/ifl';l'llti,Y·•"..'~144,s ',f;;.,: .,~:,;,.,,Th,~'CaBTri~t~~d~~t'~d1

<iresolution c;a11.wg for the establishment of National 

Social Health Insurance, The Minister responsible for :Public Health tl1en 

. took the nece:Ssai:y steps leading -to the establishment of the Task Force for , 
·._,, ; ' ',. ',' ', ' ' " ' /.· ' ' 

that purpqse, ;,, ., · ·· ' · , 

., I -



vii May 2002 

The Nfinister for Public Hea:lth established and launched an inter-sectoral 

·Task Force to prepare· a National Strategy .anii a Draft Bill, which is 

expected· to lead to the :establishment .of .a National Social Health 

Insurance ·Fund. The Task Faroe wbich ·is chaired by the Permanent'· 

. Secret~, Ministry ofRealth, includes: the Director ofMedica.1 Seniices, 

Head of the Department of Sta.,_'ldards and :Regulatory Services [Secretary}, 

Ministry of.Finance & Planning, t)rreotorate of.Perso1mel Management, 
. I 

Office of the President, The Attorney-Gene.ml Chambers, National Social 

Security Fund, National Hospit'.11 tnsurance. Fund, Kenya Revenue 

Authority, Kenya Medical Association, Christian Health Association .of 

· Kenya, Kenya Law Reform Commission, Association ofKenya Insurers,. 

F~deration of Kenya Employers, Central Organization of Trade Unions, 

the Standing Committee .on Human Rights {Kenya), Pharmaceuticoal 

·. Society: of :Kenya, Commissioner of Insurance and a health consultant . 

. With the prior approval of the JvG.riister, the Task Force may co-opt 

addi\iona1 members to deal _with particular aspects of the terms .of 

reference. 

1, 5 Terms of-Refetpic:efor lite Ta.sk Forc:e 

Reporting to the Minister for Public Health, the Task Force was instructed to consult with 

all key stakeholders within the. country and come up with a .feasible and reaiistlc 

programJ:tie for implementatioD. of a mandatory Nationai Social Health, fusµrance in ,,,,,,.,.,., .. , ''.I(erf:3;:f:~tsi~&6iJr;:· _ .. _ .. -· .,,· :·· . :· _:,-."'"'-i"~~~~~!¥~ :\{efrf~t~~f,1t,r11t$"J~~t·f5;~':,,_~~4¥.iftAff ~!fir.:•->·-,:,·· 

J., Recommend the requisite legislative rnfo0TIS ~f the National Sodal Security Fund 

.. (NSSF) that ~ould enable it to purchasea.'COffi]'JT'ehensive h~al~li insurance .fo; :ill. 
_ : its ,oontributorn; 

11 



11.. Recommend the necessary-rnfon:ns"within the NRIF to -enable it provide a 

comprehensive health insurance to poor people in Kenya; 

111. Recommend-the p~lioy and legal framework provisions nec_essary to ensure that 

Traditional Ivfodicirie is made an integral part of the NationalHealthcan, System; 

1v_ Identify strategies for capitalization and utilization of the Kenya Medical Supplies 

Agency to ensure cost-effective procurement and,_ distribution of drugs and 

medic_al supplies to the country's health s~rvioes; 

v_ Consult with development partners for bridge-financing of the proposed National 

Social ;Health Insurance Fund, preferably through debt cancellation and/ or grants; 

VL Consider special levy on tobacco, alcohol and related products and services to 

__ coritributc;to financing of a National Social Health Insurance Fund and to_ 

vii_· - P erfoim a~y other activities incidental to the effective discharge of the foregoing 
. . . ' 

terms ·of r:eferenoe. _ 

,. tl;f~, 

12 . :· !'/si. _,' 
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,1f-h)l.f 

This TB.ilk Foice completed its work and has pres"nted a NationaLSoDial Health Insurar - . . 

Strategy Report and a National Social Health Irrnurance Fund _Bill fo the Honournl 

. Minister of Health on June 4'\ 2003. Subsequent to the latter Report and Bill, -~ nu;m1 

of tasks need to be undertaken in order to be well prepared for the implementation 

national social health insurance when the Law is passed by Parliament These tasks are 

the areas .of management, of legislation and regulation, of the benefit package, of inoi 

and levels of provider payment, of finanoing .and implementation before launching 1 

NSI-JIF. 

NSHIF Implementation Task Force 

Because of the importance of adequate preparation for the, implementation, a NSB 

.Jmpl~mentcition Task Force is_ established in the Department ofStandards and Regulate 

Services, composed of at least. 5 full-time staff with_ expertise in the areas mention 

above. This Task Force will be supported in the. next half year by at least two tecbnic 

. assistance missiqn~oovering the areas mentioned above. It is ~x:pected thatthe mention . ' , . ~ 

"· ·· ta.sks will be tmdertaken jointly by the Task 'force ind the members ,of the tecbni, 

· assistance missions. 

- :~/,w 13 : ,..; ,,,, , . ,., 



1,;fobiiisation Pror::ess 

J_ 6J . hovi,i'cial Con;ultations (8 provinces). 

The Task Force held consultations.on the proposals with a wide cross-section of Kenyans 

in all the eight provincial headquarters and in fifteen districts. These discussions provided 

usefol information on in±Srmal sector participation in the proposed scheme. Involvement 

of this sector is viewed as critical for sustainability. 

I. 6-2 National. AssemblyReport 

. . 

The Task Force also received and reviewed the report of an intematio~al study tour on 

Social Health Insurance by Members of the National Assembly. The objective of the 

. study tour was to assist the Nationa} Assembly Committee on Health, Housing, Labour 
. . 

and Social Welf~e understand the requisite reforms that need to be undertaken in the 
' . . . . . ' . . . 

health ·se~tor in. general; and hr health insurance, in pai-ticular. The report reconnnends 
,, ··' . 

that.Nation~! Social Health Insurarme should be based on the principle of social solidarity 

where the young, subsidise the old, the rich subsidise the, poor, the liealthy subsidise the . 

. sick, and the small families subsidise the large· ones .. The· Committee visited Germany, 
. -· -- . . ' . . ' 

Chile, United KlngdoJXL,South Africa, Malaysia, Philippines and Thailand from April to 
. ' -,. . . . ' 

June 2002, fu its report tabled.in Parliament'. the Committee states that "it is our hope that 

the. experiences of the. Committee.will riot come to naught but ,vill be useful in the 

heahhcere_ refo= process _·.. it serves as a catalyst in raising the profile, of health 

. insurance so. that the. health pf the, peo.pJ.e can,,,be,1takerr, much.more$sbriouiily bT all the , . 
. _-: .. :·-:,:; .J2;}t\i1s;,1-i:t,t1I'~~rrJ;,;~i?r:zw ... :,c .. ,ti);t::.-":·-:,: ; ,~~- : ·' .. -.,,,_., ·.· -~"'~'-- >. . .. , . :"0 ,, -. . . . 

· parties concerned; starting with the GoveDJ1Dent. The National Hospital Insurance. Fund 

is a national ass.et within the framework of universal health coverage - its .operational 

.. . functions and,networkneeds i:o be reviewed so as to be relevant.to the country's needs of 
. . ... ,:. . . 

enhan'cing. ~cc'essibility; affordability and q_u~1ity' of healthcare services - this . also 
. . . " . . . - . 

· requires a multiseot6ial- ilflproa:i::h in reducing poverty lm;els, promoting health seeking 
' ,' .. - . . . 

heh_ayjour, tc,ducing incidence~fdisease; enhancing good govema11;c,;, d;centralization of 

po~et and: respo~;ibi)ity, 'adcmmtability andtransp~enc; in healthcare delivery",. 
-.. .- . ' ' 



.f 

The National-Assembly Report recommended: (a) increasing budgetary allocation ·0 

Govemment ~xpenditure to i:he Ministry Df .Health from 3.8¾ to 15¾; (b) .reduc 

dependence on Donors to finance development expenditures,(~) greater autonomy fo 

· hospitals, (d) increase quality ofhealthcare services, (e) review the Local Govemmer 

Act to provide fm mandatory 1;.-ivestment in health by a p ernentage -·of total revenue, (l 
' . 

create competition in the social ,health insurance market by .,removmg the monopol 

enjoyed by NHIF, (g) repeal the NationalHospital Insurance Fund Act, 1998 .and replac 
' . ~ 

it with a Natibnal Social Health Insurance Act to regulate the health ·insurance .sectc 

·· which s4ould aiso include insur'!-nce brokers such as Health Management Organization 

.(HM:Os), and _(h) restructure the N8JF to improve efficiency in resourcoe mobilization,. · 

On NHIF expenditure the Report states:, "Utilization :ratio _of22¾ is grossly inadeguai 

and the 25¾. expenditure on administrative costs unacceptable .and so is th~ ;high annm 

investment portfolio, ;whicoh places funds in projects whicoh ha,ie nothing t~ :do wit 
. • ·-.·. . 1 • 

health. Any surplus fuJJ.ds should be utilized in e:r:ihancing hea1tl1 benefits and /c 

incri:,asing the sc~pe of coverage. Health Insurance .Organizations in some of the Asia 

countries visited attained a utilization ratio of 70%, Ihe'NBJF must develop and mark, 

· different health insUI"ince packages to attract more members· :and enhance its benefits' 

(a) 
0 

NHIF, Ministry of Health ~d Local A~horities .. must ,develop .a cle~r policy ,c 

providing subsidy to the poor, (b) the Go:vemment :inusf encourage employer/employe 

schemes in the private health insurance sector, (c) ways ~nd means · of involving ±1 

communities through ccH'ipera:frves, SACCO.s, efo in the provision .of healthcare servicE 

should be e1q,lored m order to _wiq,<;nj:he_,scopec0f sooia11J.eaJthj,g;~urance cov~rege,(c 
..:.-\ ~, ._ . " ·:.,. . , .. , ·-·;, _, , , .. " .. ""·..-\,· -.;"•:::•'of.-,-_ , "-':~-- -:. ::,-·:· ,\. _ _' ,;,~-+•·-· -l~• ""-. -~ "~'lh ~' • ·. :· -,. -,,-,c,_.._ .. ,,. -·,.o; ·, ••• 

. the system of collecting and administering contributions and benefits should be integrate 

with the social seourrty/iclentification mechanisms to reduce :aclministration ,oosts so th: 

one card could be _us eel for identification as weli as for seielcing,. medical services, (i 

-contributioM ... to· social · health . :insurance. sbciufd--b~·· mair~~ 'tiy: Bc,1h'' e~lo'yeni . fill 
employees at the ratid" ofl:l to boost the resource base,' :(f) 'additj.ona1 funds ~sh6uid 1: 

mobilized through contnbutions based :on a percentage•of salary and not cn·a fixed rat 

(g) the Government should :also provide .pouuterpart fµnds for people wh6 -volunteer 1 

,. 
i a~f.4- -~,& · 



. =::.•,t:,:,··-i . "; :.. . 
join health insurnnoe schemes as an incentive to me .self-employed, (h) the Government· · 

. ' . . ' -

should also provide tax incentives to employers who contribute to the Fund .and (i) fue 

provision of accessible an~ affordable healthcare services should be a basic human right · · 

· which ~hould be entr~~~hed in the Constitution . 

. This Report therefore agrees tlia.t there ought to be a commit~~nt from Government to 

provide for co-financing of the NSHJF, especially to pay for the contributions of those 

who are.not able to.pay the scheduled social health insurance contributions. The 11inistc-y 

.of Finance may directly allocate these funds to the NSHJF. Thus, consolidated general 

government expenditure on health is expected to inc~ease. The latter expendihue consists 

mainly of health expenditure of MOH and of expenditure by parastatals such as the 

NSBIF. 

1, 7 Challenges 

The. challenges posed by improved he'althcare services, facilitating quality, affordable 

healthcare for all in Kenya, i~clude: · 

► Insurance Fraud 

► WeakJudicial System 

► , Unregulated Traditional Medicine practice 

··. ► .. The bigh cost oftreatµierit e~pecially for HIV/.® S 

► Ehsw:ing public ownership •· of the. proposed scheme, to avoid control by 

Government/private. sector:/NGOsc11lssions, 

► Sustainable financing. 

;,, ,?1+.,,~~ckpfr:egulation:of,£ees:chargecFby healthcare ~rnvidern · 

► Regulation of Health l\fanagement Orgaruzations {E:M:o) as eithe~ health insurers 

· or healthcare providers but not both_. 

·. ► · Lack;. of enforcement of the existing laws> and. ethics [egulating healthcare 

· provisrnns. _ 

· ► . Pogrlinac!:equate s_~~cesin1'mblio.health facilities. 
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► Expected resistance to change from beneficiaries ofthe poo:rstate of public healt' 
. . ,, . 

services· 

1. 8 Opportunities 

► The concept of social health insurance is not.new in Kenya. fill emp_loyed peopl 

in Kenya make statutory health .contributions to the National Hospital Insuranc 

Fund every month_ NHIF is .over 30 years old aud has .built a decentralize 

infrastructure to serve its members (tno,tly employed aud those able to pay 

Ther~fore there is ~pportunity to leverage on the existing NFIIF infrastructure ar 

experience_ 

► The private se0to-r, i_e_ .prepaid private plans, firms and employer-paid medic 

servi.Des, NGOs and non--profit institutions, accounts for '.lL6% oftotalhealthca 

expen,diture_ 

► As refltieted in extracts. of the I'RSP, Parliament and the people ofKeuya w~ 

- -cost-sharing stopped in public'health institutions. 'So_,.there exists public de~a 

Jorthe establishmenfof aiJ. alternativ,5 h~alth financing mechanism as oppo;ed 

cost-sharing. It should be understood, 'hbw~ver,tbirt th~ NSHIF will b~ run w 
J'< '.:,.<:;).:" - -·•·-· · .. ,_, . .,-·. : •. _.: - " :: .. ,;. '._· 

contributions of households, .enterprise~'. and Goyenimrnt_ In addition, sm . . - . . 

schedule of rngistration fees to- help .avoid excessive healthcare :demand may ne 

to be studied and conside;red; · 

ii •.. .► -There is.011pcrturiityto leverageSon1'.it:ne",b~t1ng7Jo1iti-c\fil~limate"i::6'faiout ox' 
establishni~nt of a NSEIF scheme_ 

► Possible ease of selling the benefits of a q~21ity health insu~anoe scheme wh 
... . ·- ·--~·. - ·.. . .... _ -:¥•' ·. ""' '",0"" •' ---•• ----~ 

guarant~es access to quality healthcare fur their members,to the pension soher 

through oapitati~n-;:g throughtheN~tion~l Sooii~-8eo~~tyFund - -- -

~,•,..:!', ·:.,,_..,~ ·4 
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·CHAPTER2 
METHODOLOGY M'D.FINDINGS 

:rn search of strategies for the provision of quality, affordable, healthcare services for all 

the Kenyans - r:ich or poor; employed or unemployed, yomig or old - a lot of 

information/data became, as expeoted0 indispensable Such .data informs on b;th the 

theoretica:1 policy and implementation fra_mework in the p~t. and ~he present status, by 

highlighting what the vision and objectives were/are; ·and the shortcomings in th~ 

achievement .of the anticipated henohmarks, that have led to the currmt position; and · 

what needs to be done to correct the .situ&tion - the way forward. 

2.1 Literature: Review/Expert Papers 

To understand what has led to the current problems)n the delivery •of healthcare services 

. in Kenya,_ doc=ents .and papers on key pohcy issues had to be studied, and analyzed. 

Such documents an4papern,include: 

L . Poyerty Reduction Strategy Paper, 2001- 2,004 

u. National Health Sector Strategic Plan, 1999- 2004. 

iii. Papers by, leading experts on .. insurance and social · health ULSur&nce, ,at 

· brainstorming workshops, late 2001 and early 2002. 
. , ) ' • ·, .1 . • ' .• 

The summary from the documents and papers is that whereas healthcare in the ocuntry is 

·· one of the leadingeairses of poverty, the objec'lives set ciubn the sr,cond document h~ve 

not been achieved, as anticipated. For example, equitable_ allocation of Government 
. • ,,. ,. ··- f: 'c ,. •. , '· · . --~,-~,-:'l,;-~lM,, -.aJ;J:;1:;;!-,a:;'.,,h,,;J;~-Itr,)~;.~:dt/!Z~l§iif:~~:'· _;-:• .· . • :·.~-if,; .. :S~- "'.'i¼:'"•··: • ?-':. ·1'_ ~':'.,, ~ 

. resources 1'o reduce disparities in healthcare provision has not been effected, ·population · 

. growth rate has come down, ,but not because of following the· envisaged methods; 

Government regulatory role, iuhealthoar'b provision, has performedbefow,par . 

. A plose. exaII1inaticn and analysis of the .legal and- regulafory frame work ofsuch key: 

institutions as the National Social Security Fund:(NSSF); the Nationar'Hospital Insurance -

Fund (l,f'tl!F) and. the Kenya· Medical Suppli~s, :Ag~~c; {KEMSA) · Tevea1s certain . 

1,9. 



weaknesses therein, and the urgency f~r-~efo~:in such institutions. For instance, there is , 

as yet no legal provision "\Vithiu the NSS.F Ei:atute that any of the contributor's funds shall 

be cormnit,ted or applied to.healthcare_ On the NBIF, the National Assembly Report 

(April ~ June 2002} clearly indicated ho~ far short of ex~ectations the Fund has · 

performed:· 

► Iri1prudent a,,d inefficient application of the resources entrusted to it; 

► · Limited covei:age and benefits packages; 

► Lack of quality and ctandards ~nforcernent roech~nisms 

The report .also. provides us~ful comparables of the management; foiancing and 

regulatory frammvorks of similar institutio~s in the countries visited and studied by the 

team, dming the study toms, with what exists in Kenya_ The need for reforms in, the 

Kenyan healthc,are services and facilities as well as increased levels of financing are 

heavily underlined. 

From the expert papers and the.brainstorming workshops, the main outputs were: 

· ► an understartding of the concepts and definitions of the various forms of social 

he.alth insurance in Central and Eastern Eur;pe, Latin. America and· South East 

Asia and 

► · a perceptio~ that a ~andatory social h~alth insurance, or national social health 

insmance, in Kenya.is feasible .. 

Primary information/data wa~ collected through consultations with a wide cross-selection 

of Kenyans in aU the eight provfuces and fifte~n (15) selected< districts, throughout the 
- ,. ., . , - . ,. - . . . - . •· - ' . ~ 

entire country_ .The consultations. were carried. ~ut through focus group. discussions 

guided by a structured quectionnaire, The groups consisted of 20 - 30, participants 

representing· stakeholders .at each leveL · 
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The participants, at both the provincia1 and district levels, represented: the centra 

gov=m~nt; local authorities; 'farmers; co-operative societies; teachers; foihermen 

employer and employee orgrnizations; civil society; corntnimity · based organizatiom 

matatu welfare associations; youth and women groups; rehgious groups;· professiom 

bodies, and the irrforrnal sector.. 

At each level and selected venue, the. :process ·. of consultations started with 

comprehensive lecture, by a group of members of the Ta.sk 1l orce. The lecture covered: 

(i) The rationale/justification of the proposed National Social Health Xnsurnnce Fun 

(l'TSBIF) andhow it differed from the'erist-ing schemes.such as the Nation, 

Hospital Insurance Fund (NHIF); 

(ii) The structure of the proposed NSBIF; 

(iii) The financirtg ofthe proposed scheme and, 

(iv) The legal framework of the proposed new body-NSBIF. 

· At each Bfage ~f the iec~e, questions and discussions have.taken up morn than 50% , 
. . . ' 

the time al.located to the topic or theme. The disoussiorts ~d questions focus~d on: . 

► Acceptance of the proposed .scheme arni the underpinnings of s_uch acceptance, 

► The role and plac_e of the grassroots0 stakeholder~ in the co~;ol, ownership, a1 

< '" "'"~a1;:~g?_rne1;:t of the proposed NSBIF, ,all5;t'~~~~~ged.t;;p.,ri'iili/$1,~-iil;:o,;c0,,; •• , .. 

• the structure ofthe scheme; 

• how the proposed .scheme would/should :raise its finances (tbrou; 

individual or group' contribl\tionsto the sohern:eJ; 

.. the most efficient .and . co.st Jnective . metbods ·of. collecting . SUI 

. ·.• . contnoutiori.s; 



where people seek ~f1i'~ith~\i''1:i~atment (from Government, mission, no:u

gov=mental organiza:tions, ·.private.· healthcare facilities, traditional 

medi':'_ihe practitioners or other outlets si.;.ch as spiritual healers) and why, 

.. The · rating of .. satisfaction of the semces. provided: by the healthcare 

facilities available at the given area oTleveL 

How to curb/eliminate/reduce fraud or theft for sustainability of the 

proposed scheme .. 

► Ho'wto improve the efficiency of the proposed NSI-IIF, in light of the experiences 

from existing schemes. 

2.3 (;ollation,A,;alysis and Interpretation of the Inform~tion/Data 

The information/data collected from thc, provinces and districts was collated in thematic 

chapters which incoluded (as· per the Questionnaire): acceptance, financing, structure, 

where people seek medical treatment; the lega1 :framework, and implementation: This 

sub-chipter deals· with the information/data collected and the interpretation of some of 
. ' . 

. that i:tiformatio:o.. T.his is necessary be1:ause the face value of such data can have difforent. 

inteq,retations or .convey varying signals, or be misleading altogcther. 

· On acceptance, .of the proposed National Social Health Insurance Fund, all the 

.. ·. participants,::in all the,districts/promces expressed their unanimous support. The scheme 

was, seen as. an excellent idea., However, such. acceptance was' subject to the following 

· caveats: 

subsequent disillusionment of j,r~vious schemes wh~n they tum.out to be white 

. elephants. Such factors include: fraud and theft ;fthe resources by those entrusted 

· ·, with their ~anagement; incompetence; pohtica1 intetlerence; ar:d corruption. 

22; · 



ii} The management Df the proposed .NSBIF rriust :have les; government .and b 

sE_akeholc1er-controlled_ Without a sense of ownership of the ne~ scheme by th 

stakeho14ers, the Kenyans would not have :confidence in it 

· iii) Social mobilization and sensitization of the menibers as to their rights an 

obligations within the scheme was stressed :as the critical turning yoint ;of th 

sue;cess or otherwise of the .proposed NSBIF. This point is linked with {ii) abov, 
., 

All Kenyans, down to the village level and up to the .apex ,organ of the NSBIF 

must be represented and given a say ~nd co;trol of the scheme, through 

democratically ~lected, strJcture .. Such structure would .include: village, _sut 

locational, district and national .conncil repres~ntation, by elected, qualified, an 

competent persons of integrity and commitment. 

iv) On the all-important issue of financing the NSBJF, varying methods and figure 

were suggested, ranging from KBhs_ 12/= per pe;son, per year to 1;000/= p, 
. . ' ' ' 

perso:pc per year., Whether the contribution:to the scheme·should be per fai:nilyc 
* -- -~ . . . 

individual members of the family wa:s a point ofheated debate_ Ultimately, an 

given tl:,e varying family i::izes within. Kenya, one has to see the su~cess of fr 

contributions in terms. of the individual members, rath13r than througn\he social c 

-~cono:mic groupings to ,v;hichtheybelong: ·After:a11;-'i:t'i~ilhb'1,·the individual wh 
. . ' 

will _seek-medical tre.atment, and n:otthe•org-anization he/she belongs to. 

Taking ari average of the proposed rates of contributions, the· national averag 

.,.W'Rrkfdput,!q K~l:ft 40Q/= per jJerson:per ye!'l::,,i:\:l:theioj!Jilllt~,\ This,.~V(lr,~g(l ii,mx 

can only make sense in terms of those ·persons who cannot contribute (for or 
. ~ ' , --

reason or another) 'in .which case the Government, through taxation, would pa 

-their contribntions. The employed persons";:o(mtr;ib;;.tions to such bodies a:s ti: 
'NFJIF .and. NSSF, which have ±~ be matched "by £heir ~;,~1;yers; ~otild have 1 

remain at the cGUrrent levels at least at the fmtia!stages of th~ sch.~me. 
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When the above figures ~nlprop~saii:' ~e s.imulated, it is possible for the scheme 

to st~ ,vith Kshs, 40 billion per year, provided that:. the compliance rate is not 

le~s than.85%; .the ad~istrative costs of the scherne are efficiently managed, and.· 

.. the ben'efits package worked on the b.asis of the available resources, rather than on 

the ideal. 'The situation must be subjected to regular reviews to capture emerging 
. . ' 

trends and factotin requisite reforms and changes. 

v) On the methods of collecting the proposed contributions; it should be noted that 

v) 

. . 

whereas· there is no envisaged problem with the employed persons, the most 

· · efficient methods must be adopted when it comes to those in the i:nformal sector 

and the self~employed, It ~ould not be in the inte;est of th~ proposed NSBJF to 

have contributions· collected by bodies or persons who will not remit the same 

immediately, or at all. Nor will it make sense to adopt .uneconomic methods of 

collection This topic needs furtherrnfinement and should be subjected to frequent 

scrutiny when the s~heme.is l~unched. 

•. . ' ' I • . • , . ' 

On the Legal Framework, whereas it was agreed that the proposed NSHIF must 

be independent and autonomous, it must be added.that the success of the scheme 

will depend on how rigorously the law and the regulations therein. are enforoed. 

vi) · '": O~.'~h~re .. peopk'seek treatment, the information/data collected from the field 

shows that approximately 60%, 37¾ and 23%, · go to Govemment, 

private/mission/NGO,·· and. traditional medicine· practitioners, respectively. fu 

inspecting these figures, the following p.oints need to be considered: 

' ► The figures are not sector-absolute, fudeed, it was observed during the 

· discussions that a large number from each of the sectors visit the other or 

·. otliers eith~r. prior to or after failingto receive theh "expected" results from. 

the othe~ or ~:thers. To, other wo~ds, th.e. success or failure . of one sector's 

"perforiiia~6e,, detenrin:es'the wealaiess or otherwise of the other or others. 
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► . . The information/data in this section re-enforces the old adage that medical 
- - . -

·· . _ treatment is nqt' only the chemicals, but cal~·o the psychology of the :patient 

concerned, The data is of.great importauc_e to the :proposed NSBIF if all 

healthcare providers, iriduding at some stag<' the traditional medicine 

practitioners, Vi;ill be brought on board and claim :from the Fund for the 

services they provide io any of the insured. 

Of even greater concern is the fact that to date, what constitutes tnuiitional 

medicine is still a subject of hot-debate. Until such an issue 'is final1zed tbe 

area will remain gray, with all the implications for the claims :from the 

· proposed NSRIF by such health providers, 

► It ·should, however, be pointed out that the Task Force did not have either 
' . . . 

tbe time or the resources to carry out th~_necessary detailed research that 

would ;;,ccurat61y segregate the. attendance to the various health facilities. 

·· To that extent, tbe percentages cited above are mere approximations. 

2.4 Summary of tlie lnformatio11/Data 

. Acceptance of the NSBIF scheme has been amply.indicated in this chapter. It. was 
,<- - ' 

seen air crucial as to whether or not tbe proposed. NSFITii.scheme will: .. . ·, . 

► be implemented, 

► perform to tbe e:;,,JJectafions, 

,,,,, 'The provincial a:ii:tl0instfict rejJresentative?wt;fe\lid' f'th€1'opiri'i~n'i\;',d:~llie°/i{f1,,i'tls'cif tll'ee'" 
proposed scheme will depend on the following:· 

► . Political :Goodwill 

. There can be; no success.ofthe.NSBIFyvithout the political goo4will which has_ 
•• ,.,._, .,., •.•.• ' ............ - •~·.••·< • -··" • • " • . • < •' - • • 

1:,een expressed by the ±hen President-of the Republic ofKenya, HE. JJaruel arap 

Moi in his ;periing address at Mbagatl:ii, the Cabinet app~ovai and the p~liti~al 
. . : . . . . . ,. . 

goodwill by politioians of all political parties in Kenya. 



• .► · Ownership 

People express~d:theirwish to own and: control the proposed: scheme. 
. .. . ~ . 

► Cost 

Access to healthcare services, by all, is a must iftbe scheme would be: 

• Affordable 

Equitable 

. . 
• 

Properly accounted: for 

Collect contributions in u'ser-friendly ways 

Free of fraud 

► Quality of Health Services 

Government facilities must improve their physical structures and service delivery 

stand.ard:s. The expectation of Kenyans is that the quality of healthcare pi:ovision 
. . . ' ·. . , . . . . ·, 

· in Government hospitals should be comparable to that in the private hospitals. · 

► Attitude of health personnel 

It is necessary to, engeni:Ier a positive attitnde arno~g health workers by putting in 

place: training, discipline and. competitive teti:ns and conditions of service. 

► · Mobilization . . . 

.. ,PubHc educationand s~l),;,}Ji3ajjoIJ.;,9fNSHIF;ql;iy,th~ p4blic•.,before implementation 
:•.,·'~'•;!');,': '"'.-ff- ·/·.::w~.:~:.;;):,~i:?l·;,.--•Y.i',':'-~~j:,'~\"1'§!~-- ~-,r,.'"'i''-¥:•l' ..,. . ,• . '.1 • ,. 

wilI be a.key factorlead:ing to the success ofNSBJF. It is dear from the provinces 

and district visits that people would.like to be certain of the following before they 

. fuliy embrace the propos.ed:NSEJF .. 

• Clear management roles ciutl~ed: and understood by the professionals who 

wi11 be 111 the B.oani of Trustees and the ~a:nagement. 

• · NSHIF sh6uld ha~e aGost~;ffective b~n~fits package. 
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• Effective .systems that capture all the activities, of the Fund including 

accounts and database. 

• · The Funcl should ensure equitable access ofheaithcare seriices as dose to 

the people as ls practkable including mobile clinics where necessary. · 

► The Government should ,continue with its role in enhancing and promoting public 

and .primary healthcare services .. 

2. 5 Further Practical Study for Pii01ity Attentian in the first 2 yeats of 
lmpleme11tation · · 

Future information and data gathering will be necessary so as to be able to address a 

series. of important issues for the implement1rtion ofnational s6~ial ·health insurance. The 

issues to be oovered include: 

The transformation from NHIF to NSRIF; 

The ability of-the people to IJayinto the NSBIF; 

- · Definition.of exempticm criteria (categories of the population .exempted from 

. csmtributibns;; 

The avl;lrage oqsts of inpatient and ,outpatient care a± different levels. of the 

heialthcare system (levels 1 to 5); .· 

Options for provider payment (at levels lto 5 ofthe he,;ithcar~ ,,gystem); 

The NSIITF and additional private health insurance; 

Financial analysis: Sources of:(inancing and allocation of'expenil.iture; . .. ' . 

Capacity building and public relations .$trategy; ··. 
· ,c.,,;;,;_\,;::;,,:a<'; ·;~;.:·; · ·.s: , . .. ·· · · "·:; __ ''?,t~~i;:'c :jJ~-if@;~~1!t~~"tf.'-·;;;;.rtWi:'. ,,.;. :,._ 

Administrative control and quality assurance; 

Efficient options to control entitlements. (membership · cards, identifioatio.n· 
. 

procedure) and to collect contributions; 

Mechanisms to: prevent or r,educe excess milisation, .moral·haza:rd .. and "adverse 

selection; 

. Information systems and d~ta .processing ,at ,all !ev~ls .of the healthcare system; 

Development of mrn:iitoring syirtems ancfpio;eciutes; 

Implementation strategy and timetablei 
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:f::~:·., ... ;,,cHi:PTER 3 

BASIC HEAL TH INSURANCE DESIGN FEATURES 

3.1' . Tli.e Benefits Pricka/e 

The benefits package is the specific healthcare. s~rvices that would be covered by, and 

delivered. under the proposed National Social Health Insura,.7.ce. The main characteristics 

of the benefits package are that it: 

► · maintains and promotes good health; 

► is oostce:f:fective and meets expectations for basic health needs of all Kenyans; 

► . will provide both outpatient and inpatient services through contracted health 

facilities. in accordance with a prescribed drug formulary and other pre-costed 

health services. 

lt is expected that the Government (lvrinistry of Health} will continue to discharge its 

obligation of providing. public health and preventive and promotive services over a4d 

above th~ benefits.package provided by the proposed NSHJF. The benefits package will 

be determined by the NSHJF and will.be reviewed from time to time. 

. . .. , - ' . . . . - - .- . 

. ;., . . . The. design: of the bendit package. will have to be. built on existing practices that are both 

acceptabk to the patients· and the hea~thcarn providers at all 5 levels of the Kenyan 

. healthc~e systerrL 

resulted in a growing burd,en on patients.There is evidence that an increasing number of 

poor are .excluded. On.the other hand cost-sharing has become an important source of. 

financing for healthcarejrovide;s .in the public: and private sectors. The role of 

Governrii.en{has: largely been limited -fo financing the salaries of staff and basic 

. infrastructure 



Healthcare providers find it increas:i,ng1y difficult to provide adequate. services that 
- .. ,,, , . 

· include trnatmertt, · .dia'gnostics and ,drugs with fue available financial· resources. The 

reason is that ohildrenunder :5 are exempted and that approximately 20% of cost-sharing 

contributions have to be waived for poor patients who can not affordthem 

The h'BIF reaches a sizable proportfon of the population of employees in the fo=al · 

sector, approximately L2 million ~pmbern and theitfamilies comPosing ,igroup of some 

7 million benefi'?iaries. While the National HospitJ fusurance Fund '(NBIF) pays fixed 

rates for in-patient days, these payments only cover the '.'hotel" costs .. All :other user fees 

for treatment, diagnosis and phannaceuticals have to be paid out-of-pocketby the NHIF-
. . . 

insured patient.· The. "benefit'; is therefore ~ot perct1ived as .substantial by ±he NHIF-

insured patient as a considerable amount of extra costs may be due. 

· Against this background a new social health insurance benefit package and provider 

payment strategy needs to be designed so that-the -beneficiary is relieved of high cost~ 

sharing oharge"s. At t~e same time sufficient income has J:o bB generated to 'healthcare 

providers 'ln.i:b.e public.sector to finance pharmaceuticals, ·diagnostics and other essential 

services.· 

Different design approaches can be used to,arriv~ at a reasonable balan;e is£ socially · 

. acceptable. health insurance .contributions by the members of theNSHIF and appropriate 

level cf remuneration for healthcare providers wh~ will be re~i:mnsiblrb for ·the pro,;ision 

of a comprehensive diagnostic, treatment, medication and care package: 

1. A cost-accounting approach thro,ugh costing all the .desirable service e_lements to be 

provided multiplied .by the expected fri;quency of, the diagnoses .and duration of 

treatment. 

2. Ex:ttcpolation from-existing provider payment'ichemes (er£ NIDF'md.n6ct-shming 

charges). 
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3. Special payment mechanismsif-for"longl-ter0' care crnd HIV/AIDS will have to be 

· developed Vvith su:pplementei.tion from sp~cial ext=al resources and in cooperation with . 

NGOs. 

4 .. · _Decisi_ons .. on financing_"of expensive healthcare services -will evaluated on a case by 

case basis tbrougb. s:pecial review co=ittees established by the Fund Management. 

. The cost-accounting approach was used by the Benefit Package Drafting Commiti:ee 

(Benefit. Package for Natiornil Social Health Insurance Draft 4 of 9-6~2003). The 

. resulting estimates include staff time. An average inpatient day in hospital was estimated · 

to cost. approx Kshs. 6,000, a. dispensary consultation Kshs 410. When sta.c-'f CDst _am 

deducted the· amounts will probably be closer to Kshs. 4,000 and Kshs. 310 respectively 
. . 

These estimates are apparently based on current charges in the private s·ector. 

. . . 

Using i:he ex;apolation approach e.g. an estimated remuneration for each in-patient day. 

of Kshs .. 2,300 at a district hospital was considered' noasonable: This figure assumes that 

all personnel cost _and infrastructure maintenaiice cost are covered by the MOH. This · 

. would constitute· a considerable. increase from the. ,current NBIF reimbursements. In 

addition payments for f~es of the indigent that so far had to be waived will be covered. . . . . -

· Furthe=ore income that.is currently forfeited due to the free-care~for-unde:r:-fives policy, 

will be generated, The N8IF presently only reimburses flat rates for in-patient days by 

. category of hospital: 

For level 1 · ov.t-patient visits the cost accol'inting approach leads to a re:rnuneratio:n'.'''of 

Kshs. 41 O, On the other h,md .an extrapolation of current dispensary out-patient fees 

ii\"1'1j:!\fl[fj;,;~;i ;:\amounts :tofsor?ll:?>:ifftsns}' l 00: including diig11.J{tld'H1''ani'f'"dfugs'":iind'er the 'current co~¥ 

. sharingme?hanism. A remunerntion of Kshs_. 150 ~200 per cmt-patient visit will probably 

cover all desirable ~d feasible iten~s incl~ding drugs at that level of care 

. These provider payment Te;e1s· wilI have to be reviewed and discusied wifu healthcare 

providers a~d b;Oad consen~uswith the. stakehoiders should be aim;d at .• The benefit 

package. has to be c'Iearly conimi.mi~ated 'to the insured, the. patients and healthcare 
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providers_ It is important to anticipate that some pri.vateJ1ealth p:rovidei::s may claim vis-a-
. ' 

vis their patients that· certain items are not covered by fue NSHIF and that su:pplei:nentary 

payments may be caTied foL It is encouraged these five star hotel ·services be covered 

through top-up health insurance by-the private sector. 

Evidence-based medicine and stringent use of essential drugs as generics will be the 

guiding principles ofhealthcare provision. 

For long term care, including mental patients, special low ,iaily in~patient :rates e.g Kshs. 

1,000 may have to be negotiated with providers. Special Review Committees set-up by 

the Fund Management will ·evaluate expensive treatments .fr1cluding :referrals to 

treatments out of Kenya on a· cMe by-case basis, 

Preventive measures should be inoluded as l□Ilg as they-relate to clinical services e.g. 

ANC, Under Fjyes', Clinics, contraception etc_ i'reventio~ and health promotion will 

remain under the;respoiisibility ofthe MOH including the provision of vaccines for the 

national vaccination programmes. 

In the implementation of the benefit paclqge some ofthe following·elements may be 

considered to contain:costs: 

L A flat rate remuneration for in-patients per day with or without ·weighting by 

diagnostic groups. To discourage excessive sta3rs, :rates may have_to be.reduced after,e.g.-

7 days. Irtitially simple remuneration criteria- dose to cw:tent practice .may be more 

pra,ptiocJ,ble,, and_,,c0nly-. as:,. cost accounting ·;proceihirei-- :i~p1'ci;e;'.#l~ciire!i~sophi~icated -

approaches may evolve. JYfinimal co.st sharing for food in hospitals especially fer 
C • 

· guardians may be considered ( e.g. Ks:hs. 3000 per:day)_ • Cost may br, contained also by 

ooi:csistent quality management procedures which,s1iould be a pr;requisite to registration 
' .,._... ••• •- • • • ; •. ; •• , •. ,.;;- "•: ... ~__,_.'.N-•s':•,.~ .:, .. :...!¥,;_,,_:::~, ~-;~ '~•:. •••,<!_•:~_,,,,.-__.,,, • '• •, • .:, 

as a service provider with the NSH:JF, 'Gradually professionally acceptable clinical 

pathways sh~7:rfdbe-de;~lopid by p;o:fes;ion~l ;~up~ FI~t;ate .P~m~n;rafion sho~ld b'~ ' 
. ,. - - . . -···- -- - ) - J.. ' • 

. accompanied by adhere:nce tr; minimrn:i+ guality ~tanda:rds:: Proviiler payn.;en:t levels may . 

·. also oo~sider tile Iev~l 
0

~f h~altlicar~ · provided-by differ~nt instifutions using a grading,, 

' 
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system similar to that Gurrently iii."ttse by' the<NHIF. For .. rehabilitative or long term cam 

the use of lower cost nursing homes may be encouraged. The list of essentiald:n/gs to be 

illcl~dedin thE'l.bene:fit package should be regulatly reviewed against the background of 
. , ,,:., . . 

WHO .essential drugreoo:oimei::d~tions. Special review procedures for expensive elm.gs 

may have to introduced. Mortumystorage time should be strictly limited (e.g. maximum 

3 days). All' extra services like embalming have to be charged at cost or provicled for 

under top-up · private health insurnnoe. Accidents which are covered by third part-y 

insurance should be charged directly to the insurer. NBJF should develop mechanisms 

· to ensnre it is re-imbursed for these expenses by private insurance. Similar arrangements 

v,ri.11 be for expenses provided for under the Workman's Comp?nsation Act. 

· 3.2 Costing ofthe b~Jiefitpackage 

The costing_ assumptions in this paper for the benefit package are currently of a very. 

pI'eliminafy nature. Forthcoming technical work ,will include a systematic .. and more . .• ' ' , . 

. accurate analysis of healthcare in the bene:fit paclfage together with its costs based as 
. ' . - ' 

.. _ mucli as possible on rational diagnosis; treatment a:nd prnscription. 

33. . Admi'nistr;ation 

· The.administrative ;osts of the schemeought to be efficiently marn1ged. This means, that 

t11e resp~nsible b~dy of th~ NSHIF dra.,;,~ µp a year1y p1:m of the adniinistrative 

overheads, such as. costs of staff(central, regional), buildings and electricity, computer 

illfras,tructure, etc. The budget. for administrative overheads and the building of reserves 

· will not exceed 8 ¾ of the total ex:p,:,nditures of the NSBJF. 
·.~·::'~\~;;} ·,-,1,L,:c··)..<1-c·:·;c';,_ ·, -···• ,(•:,:., '';:;·"" •·.• ,,.tf;µ:L' .· ·. , · 
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3.4 Financing 

The estimated total financing of the NSBIF is Kshs._40 billion annually. :Sources of 

funding are as follows: 

► Payroll Harmonization (Teachers and Civil Servants) 

► Earmq:rked Tax es( 11 % ·ofV AT ancLExcl.Se to firrance-\he -contribu:ti011s· 

:for:i:hose who m:_eunableto pay) 

► Self-employed_ (K,hs 400.0D-K.sh 600 pee bead,) 

Kshs. 7 billion 

Kshs.11 billion 

Kiihs.10 billion 
. . 

► }:µ:IlF (employee:employer contribution ratio ofL2:at currenfr0.tes, 90% complia;ce)Kshs. 12 billion . 

► ·Others~ Donations, Grants, Airport Tax US$ 5 pertloket . Kshs. l billion 

The NSBIF is a social health insurance fund to wb.om,everyone should ,;ontribute without 
' . 

exemption. Fo~ administrative pw:poses, the contribufions.should be per head and ~ot per 
J • 

farcily although current entitlements in the J\1HIJI Blso include .family members ,of" 

insured. Fortho~etoo poor to paytb.e Government will payforth~m. 

~ . ,,- ' ' . - - -

· The contribution for the self-employed of the infon:nal sector -considered the suggested 

· a~ounf for· anniw c~ntnoutions made during the. provinclal and .district consultation 

meetings, The average in each province was, determined ~nil. the nationa\ avera.ge·::Wa:s 

calculated as- follows: 

Province · 

Nyanza· 

Central 

Nairobi 

Rift Valley 

Western 

·····. Coast 

North Eastern 
j 

EaBtetn 

N atio:Ual Average 

i:..\ 

Average suge-ested.contiibntion (Kshs.) 

.-·~·,.ts ~~ 

33 

200 

.'.· 300 · ,if§: · •· .'.· 

404 

:300 

.270. ·. · 

1,175. 

21'0 

543 

425 
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The Task foroe discussed an.d p:roposed tOT~~d th~ figureofKshs 425/= to Kshs. 400/= 
. •. ~ - . - . ' ' : 

per person per year:Itwas suggested that the Kshs, 400/= person /year contribution be 
. •' - --~-·- ·,;-_J,"'' . - ·- .. .- ••.... " , • .. . 

only for.thos-e who a:re:riot informal employment. 

As.t appropriate contribution schedule for the self-employed professionals wiU need 

urgent consideration_ One possibility is to define contributions based on the level. of 
• 

income assessed by both the professionals and the tax authorities_· 

· 3.4.2 Sources of Financing: .afarthe:r dis~ssion 

► Tax Revenue · 

. _Indirect taxatimi through cons~mables is .the only viable way through which 

everyone will contribute:_ Earmarking 11 % · of the total expected collection 

consu~:tion taxes nanidy VAT and ·Excise Duties. for the financial year 

2003/;2,004 estim,ated at Kshs .. · 100 billion. would rai~e Kshs. 11 billion. 

Consumptiolltaxes would be an i;ndirect strategy of getting everybody to 

contribute to the :fund. The mor~ one consumes the ~ore contribution is made 

. to the fund. 

► Payroll Contributio.ris (.Public and Private Sector) 

Harmonization of m:;dical p·ayi--oll cor1irihutions of Public Sector employees: 

Approximately Kshs. 6:7 billion from the Civil s·ervants; Teachers and 

Discipline Forces. If other public se.ctor employees are included su.ch as those 

. ,,,,,,,.e!i:,t,,i'• ·""'. _ in Pai:-[statals; the fi~;e is ffk~ly to go nigher. . . .. ,, . 

· . The private se,ctor can;ontribute towards the fund through ded1.Lction in the 

piioll for eu:iployee~ 1i1id the IUatched by the employers at the rate ~f l :2. 
. - " . ' ' ., . . . .. '." : .. , -, .,,. . . ' . . 

The payroll deductions.could be mad~ to KRA: and directly remitted to the . - - . . - . 

. •-· NSBIF This is estifuat~d to raise Kshs. 7.5 billion-.. 
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► The N afional ffospifal Insurance Fund {NRIF) 
,,., ' 

Those io. fo=al emplpymentwill eontinue to pay ±he }lR[F corrtributions at 

the ClLTI'enf rate: The employer wilJ match at 1 :2 the contribution at the ~urr~nt 

rate or at such a rate as is revised. Witb improved efficiency in collection this 

is expected to nnse a total ofKsb.s. 12 billion. 

► :Prudent In.vestment by th.e National ,Social Realtb. Insuranc:e Fund 

The National Council will'come up with an Investment Policy for the Board 
. ~ . . 

· of Trustees to invest funds n~t imlllediately i:cequired for the functions of the 

Fund .. Such investments :could be in Ti:easrn:y Bills,. short-term non..fr.xed 
1 

assets, Bonds, 6~-call-Bank D_ep~sits in reput~hle ·institi_;tions, ~to. Together 

with' administrative expenditure, investmei;itshould not exceed ll¾ of the total 

.,income of the National SociaLHealthfusuranc.eFund. 

External/ Do~or F~iiding, . ' . .''; . . .. ,,.-, - ---

• GiYe~ the irnp'mtance'of the sche~e, recurrent e:iqienditure should not be 

• pegg~d on funds from ext=al sources. E~ernal funding will be best suited 
,. . ,•.~.·,· - • . .'' -. ~' ' '" ~ 

for initial stagelofthe Fund in the f~rm ofproje~ts, mobilization .and training. 

.. '•r"·· 
• · Debt cancellation or ~onvei·sion 'through. negotlating wi.th'.development 

; . . . 

· ;.,,partners· could be ·mobilized.land have ifunds Teleased tc/ the ·proposed 

1 NSHIF. 

- ' _-,, ·- f ' , 

• Concessionary Loaru .. These loans with low interest rate,· grace periods 

and long repayment periods ~ay be ;sought fr~m institutions sucli as from 

European In~est~ent Bank (EIB), ·rntern~tiomil •. Developm;;nt ~g~11cy 

-(IDA{~r:1 African De~elopme;tFtl.nd(ADF) . ~-··,. 



• Grants. A proposal forsohoiting grants may_be sent to potential donors . . . 

Grants are the most ideal mode of externalfinancing especially for social 

sector prog(ammes. Grants can be through technical assistance provided to 

'cater fm; specified scope of w.ork, product or service within a specified 

period ~d does not have to be repaid. 

3.4.3 Contributi.on collection illtd rq;istration 

3.4.3.] Generalpri:rtciples 

.A major.challenge for the NSHIF will be the registration of members and the contribution 

collection. 

i 
' 

The registration and .. the· 1s.sumg of millions of health insurance cards must be done 

accurately. Already; the NBIF has procedures ~d syctems in place to manage this 

. pr~cess. Nevertheless thecapacity of the NHIF system will not be c.apable of registering 
\ 

and issuing cards for so many people in a very short time. 

The design of the social health insurance card merits special attention. For example,. one 

is to examine how the identification of the member of the NSHIF is best ensured and how 

fraud can be minimized. A photogtaph ai;id smart cardwilT be considered but the financial 
, ' ' . 

· constraints and: the need _t~ ensure that the· c~ntrib~tion due is ,effectively paid ( e.g. 

stamps with the Nffi:F) -will be taken into account,. An additional q_uestio11 is whether 

there should necessarily be one expiry date. for all health cards. At first sight, this looks 

attractive.for planmng need;i,,ofthe NSHIF, but from th,s,. vie'\V[Jointofthe worldo.ad and 
" . <;'\o\'//· ,_ •" . ·•:"... . .,. ; -·-,--',:.·· .• ,. . . " " ' • . . 

the. logistics it is much more efficient to have an individual issue and expiry date printed 

on each card, In other words, the issuing or 'renewal cards can best be spread over the 

'year. 

The NSBJF ,will have to establish strong and competent branch.offices, so that they can 
. . ' , . . . 

play ari e:ffe~ti.;;e ,role i,; the interaction with those orgarrizati~1is thai are involved in the ... . . ' ' . . . ·::-''. . · . 

.. ,__,. 
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contribution collection for the self--emjJloyed. Accurate procedures ·and coiltrollin1 

mechanisms will be estab1isned. 

The soda! he.alth insurance card will :give the·m~rribers of the NSBJF access to healtl 

services. Before inpatient care is used, a manilat~ry approval ·c checking the membernhip 

by the branch office of the NSBIF can.be considered. 

3.4.3.2 Gontri.buti.on colle:c:tion in:the different econamicsectot's . 

The collection of contributions in the formal sector must be enforced in all companie, 
, . . . 

This should be basically feasible, but the experience from the :NHIF ·shows, that only . 

low number of employers o~tside Nairobi comply with iliecurrent obligation to pa 

contributions. It will be an important task for the NSHIF to i,.'1..olude these companies am 

to ensure compliance, 
\ 

. Cg_ntributiob.s from the informai°sector are estimated to raise Kslts .. 10 billion, It is alsi 

.· o~n;~dered how t}i~.,Dontributions for "the informal. sector population can be collected b 
.,·, · · ~;- · · · " .e:L 

· various org~ations that are close to the population. One can select from the f~llowin1. 

organizations, , 
lo' • ~ , ' ,, .. ·. ► , C~op~ratiyes / S;&CCO. The SACCO would coUect on be!J:alf.6f its members, ani 

.#~.~ ·,,-:/ :t" if¥ - , __ ,__ -;:- . . +. ' ' " 

< :p,ay directly to the NSBIF,. 

►) Delivery points of:thdr r.espective CJlSh or~ps or commodities 
~ J I. -. - ... ·- , . ► .. Jua. Rali Misans'A.ssocia.tions . . . 

►, · 'W;omen an,_d Youth Groups · 
·<- ' 

►· Ma.tat1{. Welfare Organization 

► Fishermen 

► Group Ranches 

)". .. City/Municipality/County Councils. 

► Village Post. Office 

► · Looal Bank 

· ► UtilityCompacies s1:1~h .as Ele~tricity, Teillphrn1e. 

, 
. :·--'# ~- 37. 



► Tour Opernto:rn 

· ► Kenya Revenue Authority (Customs & Excise Department) at entry points 

, ► Churches 

► Community B.ased Organizations (CBOs) and Non-Government Organizations 
' ,- . 

(N"GOs). 

These organizations will be contracted for the purpose of contribution collection and 

remunerated for the service that they deliver, They may well collect contributions more 

effectively than a NSBIF branch office. Some ·of these organizations may be licensed to 

issue or stamp the. social health insurance card. However,. adequate control will be 
. . . . -

necessary so as to ensure that the_ contributions collected by these o~ganizations are 

tra~sfe~ed regular!Y to the Np~ .. ·. 

A number of recommendations areln order;: 
. . .. ·. ":- " . .. ' . 

►· Contributions need to berealistic and affordable to increase compliance. . . ·~ ' 

► Sustainable level of funding for tlir,. defined benefit package. 

► A contributor shall .become a member of the scheme upon payment of the rnquired 

contributions for a given year .. 
- •· . . . -

► A number of people in the inforrnalsector, will be .recognized as thosethat are unable 
·. . 

to pay, The NSHIF will not be ableto assess who cBJ1 afford .to contribute and who, 

can't, especially for the self-employed in the informal sector. Such an assessment c~ 

be done at village level, however~ Furthermore; for those ~ho are not able to pay 

contributions, the Go.,;ein!I).ent will fimd th~ir contribution and transfer this into the 

NSHIF. 

► Contract with organizations that register, collect and remit quickly ·to the, bank; 

commissions for these organizations need to be devised as incentives. 



1 

!ut.4 Otherpossible sources ofrevenue to be consirl:ere'd 

· ► ·Businesses that increase disease burden .such as-through arr and water pollution 
' - ' 

tobacco p~oducts, flower fa,_7Jls, alcohol, chemicals etc. should be considered for a 

special levy, 

► A percentage of Mobile Phone Service Provider Compai."'lies 'levy oould be 

earmarked forNSHIF. 

► .A percentage ofTrai.4ic Revenue could be set-aside for the NSHIF. 

► · Government should rationalize and harmonize '.all health0 related funds suc,h as 

those earmai'k:ed for HIV /AJD'S drugs, TB, malaria and bring them under NSIDF, 

► A p ei;centage of revenues from utilities ·su~h as electric#y, telephone m\.d water 

could be paid into to the NSFIJF. Tbis can be.done through a card system where 

the cards are updated mmually by paying a fee. 

► A health 1evy ,contrroutlon '.o:t; for example, US $ 5 per foieigne:r cCJnected at entry 

, . ,, p ~in.ts or/andtlrr-CJJgh,~rr tickets. 

► Fees'frorri sand.harvesters and other exploiters b:f natural resources. 

► 
► 

Livestock fees SliDh as Auction "Fees. and Loading Fees_ 
. ' . - ' ' ----

Cess funds from cash crops. 

' . .;q:: ... * 
J9 

' .~,:•;.--., .. 
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· 3.4.5 Implications. of the National SocialHealtl;. Insurance Strategy on the s.ha7:.e in 
total health expenditure of the economic sectors · · · 

. . ' . 

< Table 1 : TotalRea!Jh Care Expenditures, 200.1 

Government from tax revenues 21 
NHIF 2.8 4 
Private prepaid ·health plans 2.5 4 
Non- rofit institutions 1.1 2 
Employer paid me4ical services 11.5 16 
Total Health Ex enditnres 70.1 100 

I tis observed fromtb.e table above, using the most upato~date national health accounts for 

Kenya, that Government. and .NBIF. together have a share of 25 % of total health 

. e:x:pe:r;dihl~es: Private so~roes add up to 75 %. The health. expenditures by the new 

· NS~ ~e estim~ted at _40 bn Kshs annually (see Table 2). The latter ca.ti be financed by·. 

transforring 37:3 bn Kshs of out-of-pocket expenditure into prepaid contributions to the· 

· NSHIB. Another source is the amount wbioh is now spent via the NBIF, i.e. 2.8 bn Kshs .. 

The earmarked taxes of Kshs 11 bn would raise the ·total budgetary allocation of the 

Gove:rnm~nt to Kshs 25 .9 bn . 

. . Table .2 Possible souxce; ofFi,1u1nc:icr,g. of the NSEIF . 
. . .. · according, to the National Social Health Insurance Strategy ReopOrt 

Earmarked taxes (VAT) · 11 27 
Ci::mtributions of the self-em lo ed . 10 24 
Contributions of employees · and . 12 29 
'em loyer:, · - · 
Others (Donations; etc.) l 3 

· 40 100 



Previously, 1:he Gove=ent contributed 14.9 bn Kshs to bealth services. Thls sum will 
. ' 

now be (partially) used for ~e payment of the salaries of the health workers as well as of 

investment ·in public hem.tn ,facilities. In the medium to long .run, ,it will need to be 

addressed whether and now _1:he payment for heakh personnel ,salaries can be secured by 

the NSHIF. In 1:he iatter case, rr stands to reason that 1:he provider payment schedule will 

need ±o be readjusted. 

Private Insurers and other private sources contnlmted .2.5 bu IS:,shs. Non-profitinstitutiom 

paid 1.1 bnKshs. It is to be expected thatthese sourc~s will remain: 

The employers (public and private employers) paid.11.5 bn Kshs for health-care of their 

. employees. This could change after the introd~ction of the NSHIF: The ass1IIDption is , . . , . 

made here, that'in the public Bector payroll harmonization will lead to contributions to the 

NSB.IF ·and privat~ employers would approximately halve their expenditur~ on health 
" ' 

•care. 

In Table 3,, it is ee,tim~ted total he~lthcareexpendih.!re after introducing the NSHIF, 
0

assumliJ.g that Government and NSBIF will spend, respeotively, 14:9 and 40.l bn Kshs. 
. - -- - , 

,We first presenfthe healthcare expenditur~ in pdces ·of the yea.r200l; the Kshs 40 bn by 

· the NSHIFisthereby assumed to be expresseri in pz'lces of2001 as well. We then present 

'''hesJthcare expenditure in ptices.ofthe year 2003; thes~ e:sti.rrtates are based
0

~n the '2001 

figures, but al.I ad.iusted for .an average inflation of7¾. 

Ta.bfo 3 To,tai Healthcare Expendi:tnreafter; mtroduciugNSRIF- . 

Out-of Pocket 10.6 13 
- NSHIF 40.0 45_g,. 51 

Government ftomtax revenue .14.9 17.1 21 
.25 2.9 3 

.Ll l.3 2 
23 2,,6 4 
70:1 803 100 



The out-of-pocket expenses that .;,~clef remain are payments for health services, 

including foes for amenities,. tb.at ane not part of the benefit package.· 

In Table 4, the impact on -the economic sectors (households, employers, government, 
' · non-profit institutions) is- presented. 

Table 4 Impact on the economic sectors (in bn Ksb.s) 

2001 
withNSBIF Absolute With.NSBIF 
(prices 2001) Change (prices 2003) 

Private households 
· ~ out-ofcpocket - 37.3 9.3 -28 10.6 

- Contnlmtions NBIF/ NSBIF 2.8 4* 1.2 4.6 
- Contributions of self-emDloved 0 10 10 p.4· 
- Private prepaid health JJlans 2.5 2.5 0 2.9 
Total private households 426 25.8 -16.8 29,5 

Employer 
- Contributions NBJF / NSBIF 0 8 * 8 9.2 
- _ PayrolLharmonization (teachers 

. 

and civil servants} 
7 7 0 8 

- Employer paid medical services 4.5 2.3 ... -2.2 2.6 
TotaIEmployer(public and pri:yate) . 11.5 17.3 5.8 . 19.8 
Government . -
- general taxes 14.9 14.9 0 17.1 . . 

- earmarked,VAT 0 11 11 - 12.6 
Total Government 14.9 25.9 11 29.7 
Non-profit Institutions 1.1 1.1 . ' 0 1.3 

' . 

Totai 70.l - 70,1 0 80-3 
--* _ Contnbunon rate __ ernployee-employer ma ratio of 1 :2 



3.4. is . Pr.eli111i1tary jinandalprojedions of the NSIIIF 

3: 4. 6.1 Basic scenarios 

A number of prelimimrry projections were made, ·using a simulation model. The basic 
. ~ 

hypotheses (demographics, contributioDB, costs. cf health services, merribernhip) are 

presented in Table 1 of AnnexI In addition, the four scenarios expiained b el~w assume a 

me~bernhip of90¾ for all population groups from tbe. ye'.'1' 2004 on. These projeotions 

need to·be further refined, better distinguishing the different types ·of health services in 

'the country as well as revising the costs of services based.on cost-acc~untin:g. A scenario 

where the impleme~tation is rather assumed ·t~ be qtaggered is devel.ciped below. 

However, it is 'understood that the health service costs "introduced in the present 

simulations include the. •essentia1 dmgs and medical supplies; ·out-patient and in-patient 

·. care, maintenance, electricoity & water as well as· admm:istration They exdude salaries as 

. well as i~vei's-tmenl'c~sts ~d depreciation 

Four sdfoari.os aie,develc:ip,ed: L Low cost andfow :utilisation; 2. L~W cost and high 

utilizatic,JJ.; 3. High cost and lpV[ utilization.; 4.Bigh cost and high utilization: The figures 

1 for 'low cost 'attell).pts to represent the result of rational diagnos~s and prescriptions. 

· ''L~w trtilisation' attempts Jo,oapture ~urient use of he'althiservic6s ·• 'in ·public health 
- a " '·•, 

i~~titutions .. 'lligh utilisa;lion' intends to capt\J:re a possible increased demani for hea[th . . . 

services at all levels, following the intro_duc:$.on of the NSHIF. 'High 9ost' reflects the. 
!'. 1 

preliminary 'cost estimates of the GOK Task.Force on the Benefit Package, 
.) I -~• 

The prnjecti0n estimates are piesentecl in Table 2 of .Annex 1 The projected expenditure 

vary betweeq .~ minimui:n ofKshs. 33.617:bn (low ~ostllow utilisation) to .Kshs. 70.525 

. .. bu (high oost/highutilisafion) .. For policypurposc,§,··it~o~1~eJJrud_ent.!O;aC,;ieJ2tfh~)2w . 
R ..,, .• , •. ,.,. •• -. • • •• , -------~,-·· ..... ...,..-:-•. . • • -: .• .-~ •. , • 

cost/high.utilisation ~cenario as the most plausible among.th<;, four_presented . 

.. _,,__ 

-~,- ~,, ,,.,,,,_:· ._:,.;:: 
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' ~ ' ',:'~,' ,,. . ,.,; ,:'. . - ' ' . 
3.4. 6.2 Ensuring financial equilibrium whilr, decreasing the contribution for children 
of the self-employed . 

During implem~nfati'.:nl, the NSBIF Board may consider to lower the contributions for 

childr,;n: of the self~empfoyed, as large low"income (but non-poor) families might be 
. . 

' burdened by a flat confributi~n of Kshs. 400 ~ 600 per child. In Tableo 3, is presented 
. . . 

alternative scenarios whereby this flat contribution is lowered to Kshs. 200 and Kshs. 

100. Efforts required from either government or employees and employers in order to 

• ensure a fmancial equilibrium also indicated. 

It is observed from Table 3 that additional government contributions vary from Kshs. 

· 6.794 bn to Kshs. 9.,686 \m. Alternatively, the percentage ·contribution of employees and . . 
. . . - ·-

employers would have to be raised from 2_.65% to 3.60%. 

3.4:6.3 Gradua.limplementation oftheNSHIF 

.·. It stands to-reason thattbe enfolment ~fthe population will be gr~duaL Especially a'aiong 

the self-employed,· enrolment niay require a significant atn60nt· oftirne. Hence, a 'gradual 
. ' . . . ' 

im:riementatfon' scenario is, developed. In this scenario we hypothesize that full coverage 

, among the self-employed would be reached ii;;. 9 years time, where~s 5 years would be 

needed for the employees. The' technical work ahead in the coming six months before 

. commencement of the ·scheme will have to ass~ss which implementation schedule would 

. be mos~ realistic. IiiTabie 4 in ~ex I are the results: One important observation.is that, 
. . '-~ . '~ 

• given. the. contributions for the employees/ empl~yers, significant surpluses would be 

_realiz~d in the first 4 years of the implementation ofthe.NSF!J.11. This is a conseqnence of 

. i 'the ,vadual emoltnent of the self-employed .. It would therefore be possible . for • 

,,govegimenf to~initially lower its contributions .and/or. for employe~s/employers to 

. contribute,alower per'c~ntag~ of wage income . 

I 
I 

l 
! 
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3. 4, 7 Alloc:afio:n to prcrviders 

3.4. 7.1 The health provider: network 

The is 400 healthcare facilities in which healthcare servwes a:r:e delivered are rrot , ' .. 

allocated in such a way that all Kenyans have the same access to healthcare. The MOH 
. . 

will therefore establish regulation criteria for a medium .term plan that vi111 · define the 

. health infrastructure needs for each province and district ofXenya. Important criteria will 
. . ' ' . 

be the population number and the prevalerrc~ of diseases. On tbis basis the MOH will 

establish a middle range plan for healthcare facilities all over E;enya. 

During a transitional period mobile healthcare could be provided in remote ;egions. 

Mor?over it will be reis;ll~ted by the MOH ~hicih services from the benefit package must 

bi:, provided at ea~h i~tutional level, with .a special .focus on the ap.prnpriate mix of 

' preventive and .curative healthcare. It will also be considered.if healthcare could be made 

more efficient by.int;~d11cing Centers for Long Te~ Health Care. 
• ' ,.J . -~~' . . 

-c.;,!;, 

. Thiinvestfu.ent in nbw h~alth facilities and expensi.;;6 equipment is not the responsibjlity 
. . . . . ' ( . . - . 

of the'NSEIF. However, the MOH wi11 stimulate 'investments in· regions, which have a .------ \• ------ _ .. -• J ,..--•-r -- q:-. . __ , . •. -- . 
· deficit on this ania. The NS:rn:F will also cohtract · with newly 'established health '-.-- -

institntioni/that iespond to the defined criteria .. 

The MOH will establish a .regulation on the accreditation of healthcare facilities, This· 
- ' ' ,;, . . ·: - ·, . . . . 

regulation :will ensure the·· provision of quality healthca:r:e :in all institutions ~d will 
>· - ' ' ' 

regul;i,te,, among others, the e~ucoation of the healtli workers at ·each tevel,, ·as well as the . . ' 

. standard for' the facilities. and·. the equipment needed. It will also regulate the Boa:r:d of 

Control that will authorize and register the health institutioru and will monitor the 

standaras. , 

.. T~ obtain the most oo~t-eff~ctive health •care,the MoH will adopt regulatory.measures for 

a. referral system, that ensures, that the health care will be provided at an ·:appropriate 
. . . .. . .. . •·· 

level. Forthe ~ake Df exposition; h'calth care provision could be divided, for instance, into 
- . .. ' 

, 
_- 'it ,ji] 
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primary health ce:re ( dispensaries, li:ea.lth: :center, pharma.cies, priva.te practitioners), 

secoii.dary health care ( district and provincial hospitals) and tertiary health care (nationa.l 

" hospitais), Health services on secondary level may only be called upon with a. referral 

fr.om the primary health care level, and tertiary healthcare only with a referral from the 

secondary leveL Emergencies 31;e exempted from thereferral regulation, As long as there 

· are no adequate health facilities at the required level in the district or province, the 

regula.tion of the competent authority may accreciit an institution belonging to the 

secondary or tertiary level for health care at a lower leveL Finally, it is obvious .that the 

this division of h6althcare can easily be related to the above-mentioned 5 lev!cls in the 
• I • • . • - ' 

Kenyan :\iea1thcare system" 



3: 4. 7.2 Prcrvider payment methods 

Ther.e are six major ways of paying for providers in Kenya: 

Cost-sharing (ont-of-po6ket payments at health facilities): 1:he health facility collects 

the payments directly from the patients; this is done through a fee-for 0 service system, 

Salaries of health vlorkernin public health institutes are financed by Government 

. Immunization and other preventive.programs are financed by Govemment{MOH) 

Inpatientbed costs ofNRIP-insured members by the filDF_ 

- Fee-for-service payments and prepayment for private hea1thcare. 

1 
For the future ;NSl3F, i;!ie following payment mefaods will be assessed regularly. A 

c~mbination tit paymE\J:_lt metho.ds will be considered, e.g. ·a flat or lUJJ1p. sum .for 'basic 

healthcare at outp~tient and inpatient level,. but:_~ foe-for- service for highly sp~cialized 

healthcare service~." ' 

• • - ·• ,-, • • • • ' •• - J 

1.. Fee for service. This payment method is IJ?.OS.t similar to the 'cost-sharing and private' 
•·.· . - - . . ' - . . ,\ , " ·, 

claim- procedures useiftoday. This payment mechanism may lead to exce-ss use, as 
. . . . 

. sirigl()ldetail _of diagnostics and treatmentvmi be paid for and providei::s stand to gijlil 

from ind110ed healthcare. Another disadvantage is that the ad:rninistrative costs for 

checking the ~!aims. are high. From the point of view of the ~\fS1lI1', forecasting 
' ' •-.;f,_:\' '-,-,~-~ ' . . . 

(reimbursed) healthcare e:iqoenditure is quite difficult. 

2, Payment :pe~ cas~. The contract will provide fur a flat or lump ~umfor ea.ch ·patient. · 

This can be a payment -peI' visit, per hospital admittance, per bed day, per diagnosis 

related group (DRG), etc, The administrative procedures .are rather simple, but this 

method may not totally avoid excess use. Forecasting -of healthcare- expenditure: 
•• - •• ,..,,,_,,,.. ----, - -- • -•••••• ·--,-;·---····-~...,.,,. - .c •• ,,;,,,. _ _. ,,..,. •· --~,-- •' • • ' - ·-- •• -~~-:-" 

remains difficult. 

1,· 



3. Budgeot. It can be assessed.how much each :b.ealth institution neecl.s for the provision 

of the benefit.package. Ass:oniing a certain- quantity of health~~e services for the 
. . • •·,.c.'<'" • ·:·. -· '... • ' 

· coming year
0 

a prospective budget can be; calculated and offered to the health facility. 
• ,. y ,- ' •• • ·~ " • - • • 

This payment system is associated with easy administrative procedures, but may tend 

to under-provision. The NSEJ:F will have to monitor, if the necessB.t--y healthcare 
. ., . 

services are really provided_ From the point of view of the NSHIF, foreoasting of 

expenditure is easy. 
\ 

4.. Capitation: This payment method would require that all NSBIF-insured register at. 

one particular health facility. A flat or weightBd capitation rate is paid per registered 
\ . 

insured· member. Each facility will. have the responsibility to delivery )J.ealthoare to 

· the regist~red memb~rs when they seek care. From the viewpoint of-administrative 

simplicity and pla~g, this payment method is among the simplest It also transfers 
. ' . . ' . 

th~ responsibility for deli;e~ing efficient and effective healthcare to the provldec The 

registration,atone h~alth facility, certainly when a population is_ mobile, is a main 

obstacle, hciwevel' .. In addition, there is the risk that this payment method leads to 

under-provision. It is e~pected that· the NSEJ:F would have an interest, among others 

forreasons of admi~istrative simplicity, in m~re oomprehensive payment methods 

including payment per case, per bed-day or adrnissio~ orper diagnosis related group. 

\Vhat~ver the payment metho:d, the payments of the NSEIF will only be made on the 

basis of ~on~icts wi~h health facilities. These health ficilities mu;t be registered in the 

Health ~s;itution N~twork. Thro~ghthe ~ontracts, th<, NSBIF v,ill commit itself to pay 

for the healthc~e that is provided within the. context of the benefit package. In return, the 

contracted health facility respects the provider paymr;nt schedule and refrains from · · 

· charging ad<litio~al fee;--~~ co~payrnent; for health services in th~ benefit package. Still, 

health services that would not. be in the benefit package could be covered via private 

.. health if;surance or: direct paym~nts for care. 

. . 

' 4& ;c. 
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·CHAPTER 4 
ORGANIZlliG HEAL TH INSURANCE VIA THE 
. NATIONAL SOCIAL HEALTH INSURANCE 

4:1 Stm:ctr,re of theproposed NSIIIF 

The proposed NSHIF is to be an.independent, autonomous, statufory body with corpor~te 

personality. The Fund will be established under ~he National .Social Health Insurance 

Fund Aot, to be enacted by parliament. .. 

It will be compulsory for every Kenyan and every _permanent resident to become a 

member through enrolment .and payment o{a subscription eitber monthly or annually, or 

, as may be deemed convenient to different sooio-economic gronps. Subscriptions for the 

indigentwill be paid for ~ith funds from the Government and oiher sources. People who 
.- - J 

ha~e no health-•jnsliranc~:'.r,.g Xe~yans who h~ve .failed to enroll· with social health 

insurance, refu;ees'ii~d.\fisitii-~ to Kenyc1;,-0ill be'. required ~~ meet the fuU' cost of 

The NSHIF.is etjected ;o benefit from the_ network already establi~hed tbroug;h the · 

· ,:r;,-1:a:ticinal Hospital Insurance Fund. Those in thii formal se6t6r vvill continue. to pay . 
'\,., _ .. ,,:r-"':-. · .. ,,-_. -i,,,_,_ ~- - , _ ; . · . . -

subscriptions, at1;he current rates, thrnugh the payroll with the empl.oyers matching the 

contributions of employees (in a 2:1 :c~tio}-\vhile oolleotionpoints 'Will be identified for . 

those in the irloinlaI .sector with heavy reliance on org~ecl group~ .such ~s co-operative 
_, ., ' ,-, . ; 

soqieties, matat~ p:wners' associations._and .''.juakali'' Artisa~s-o:rgaTtlzations. 



• 
4.Ll Obfeds ofTh.eNSfilF 

The main object ofihe Fund is to facilitate access to quality affordable, accessible and 
,,- ., - - , 

·· acceptable h~althcare to all Kenyans. Its specific objects -will be to: 

L 
11. 

UL· 

!V. 

Y. 

vi. 
Vll.. 

X. 

Collect premiums and source for additional resources; 
Use the pooled contributions to pay for the utilization of health services by 
covered beneficiai;ies.; . 
Contract he.alth service providers; 
Prescribe the minimum. quality standards for the efficient provision of 
health services; · 
Prescribe the forrnulai:y of cost-effective drugs to be used in the benefits· 
package;. . 
Prescribe the benefits package; 
Ensure the equitable access to quality healthcare services for all 
. geographical areas of Kenya (including the provision of mobile clinics 
where necessary); 
Protect the interest of the.members; 
Advise the I'viinister on the national policy to .. be followed with regard to 
the NSBIF and implement all·gover=ent policies relating there to·; 
Perform such other funct1ons that aie incidental to the efficientdischarge 
oftb,e Fund0 s functions. · 

',r. 

" -- - - . 
• • \ J. ·.,:J.,· 
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4.1.2 An oven,iew of orga:ns .of the NationalSocialHealth Insurance Fund 

· It is proposed that the.Fund will have the following structurn: 

· Organization Chart 

National Council 

Board o_fTrustees 

Managemc,nt . 

District Offi6e; 

l .Sub Location Committee 
\ 

. The relationships between'. each of the organs of the Natiqnal Council V{ili be as follows: 
. . . 

·There will be grassroots representation froni tbe village level. The lowest level will be the 
... ·, -........ er,,. , ,.,,/ ... ·.:.;; _.,:_,,,, .. ,;..,. .,,,,.;..::k-,.,,,.~ ,.=§)Jf!--,,.,, ... . z .. ~., ·.,_,,,·_~ o " .. -• · "·· · • -,:.ee:-.,.,-'::~4~';'-'"~~ -~ · ·~· ·!', .. ~ · _,,.~·'<"t·;,. ..... .,,,~·:\,,\,,,,. ~,,.i,';'·,. " . 

• ... sub-locational committee, which will be composed of"lne person from each village. The 

adult Fund members of each s~b-location will democratically elect one person to tbe 

;; ,District Council. The.District Council wilLdemocraticaliy elect two (2) representatives t9 

the National Council. . ~ .. -- . 

' . 
i 
! 



4.2 Management oftheNSHIF 

The NSBIF 'shoulcl have the following organizational chart: 

National Social Health Insurance Fund Structure 

/ 
/ 

Investigation / 
Anti- fraud/theft _ - __ · __ - - - - · _ 

National Council 

· Board of Truste"--S 

Administraiion 
CEO 

· · _ _ _ \ · Public Relations & Education · \ 

L_~--~-----' 

Management 
of ln!omnation

Systems 

· Internal Audit 

Finance· 
& 

Administration 

Legal Services 

Human. 
Resources -

Enforcement 
& 

Comp\i~~be < . . 

Quality 
& 

Standards 

Research Enforcement 
& 

Compliance 
& 

De~elopment 



i. Fin=ce and Administration 

. This department has special responsibility concerning rnembershlp and :contributions, Iu 

addition, it is to undertake claim reyiews. Thus., 6ne may consider establishing a special 

sub~unit for this particular function. 

ii. Quality and standards 

It is also consider.ed that this department should be responsible for the definitlon and 

revision· of the beriefit package and for the accreditation ofhealthcare providers. 

iiL Investigation/Anti-fraudfrheft Unit 
' 

This unit will investigate grievance matters .and appeals brought to its ,attention by any 

other unit, person, and body or on its own volitio~ and :report to i:h~ CEO for ·action. 

However for matters relating to. the CEO's offioe it will report directly to the Bo8:rd of 

Trustee; for necessary action .. It doesn't need to have its own expertise out may draw 

fro~ other departril6nt§dro6nti-act independsnt expertise as and when necessary. 

AdmiIJ,istratively this department answers to the CEO .. 
. ~ 

iv. . . ,compliance and.Enforcement 

The"_othei units Le Finance & Administration and Qua1ity & Standards mil still have 
. ', ~ 

enforcement and.compliance units. 

Public Relatig';is &Educatia'n · 

The office shall be responsible for public information and education on matters r~!atiIJ.g 

totheFu~d This will be aunitinfue CEO's officeand·shaUbe fu~fespo;s~ organ f~r 
•• ~• • •• •- • -,c•• C .~•••• > •••• • • • •' 

'·. 
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Vl. Internal Audit 

Achrri~is~atj,~ely, .this umt ~Ube tmderthe Finance & Administration but it will report .· 

directly to the CEO if and when :O:ecessary 

. . . 

Each of these departments shall be decentralized to the districts and any such lower levels 

as maybe deemed necessary. 

vii.. The functions of the Administrative District Offices shall be: 

► Assessing and evaluating the viability of the. health service providers at their 

· level. 

► Processing and reimb~rsement of the contracted health service providers 

4.2.2 11ie Board of Trustees 

4.2.2.1. Functions andPowcrs of the Boar_d of Trustees 

The B.ciard shall administer the FD;nd ·and have such othe:i; powers as are necessary for the 

· · discharge ofthEl fuuctions ofthe Fund In particular the Board shall have power to: 

'-; 
.--~-?-·.,, 

.,.,.., ,,. ·:. 

:. ;• ~-~. 

-- ' . . ' 

(i} .. D.5;Eine fhehenefits_ p_acka.ge !O be provide~ t_o m~rnbers; 

(ii) · Detennine and pr,escribe the contribution: levels of the members and submit 

it to the National Council for approval; 

(iii) 

(iv) 

Collect the prescribed contributions from the members of the Funci; 
. . 

·. Manage,. control and administer _ths; .. asst;ts of the Fund in su.ch ·manner as -~- . . 

best promotes ·the.objects for which the Fund fa established. However, the 

. Board sha1I not have power.to charge or dispose of any immovable property 

without the prior approval of the National Council; 

(v)' . · Receive any gifl:ii; grants; ·donations o~ endowments made to the Fund or any 

other momes in respect of th~ Fund ~d ~ake disbursement there from 

subject to prim: authorization of the National Council; 



ef 

(vi) To prepare _and present for approval to the Nafional Council: the annual 

.budget, audited accounts and investment policy" for the following financial 

year, 

(vii) Open a bank account or accounts for the Fund in reputable :ba.nks and 

financial insti~tions and to. invest prudently any monies of the Fund not 

immediately reguired for its ·purposes; 

(viii) fa consultation with the hfinistry ofHealth, prescribe the minimum quality 

standards to be metby health &er:vice pmvider:s contracted by the Fund; 

(ix). Contract health service providers that meet me quality standards prescribed 

by the lvGnistry.ofHealth; 

(x) Ensure the utilization 0f formulary .of essential drugs prescribed by the 

Ministry of Health to be used_in the benefits package; 

(xii) Recmitth~ Chlef:Execufrve Officer and all .st~ff of the Fund on such term~ 

and 'conditions that the Board may from time to time· determine; 

(xiii) Establirrh such departments or: units as :may be deemed necessary for the. 
-··-;_,,_: ·. ,. __ - --,- ~_.:_If._,·!,:,'::,- '_. .. , ,• : .-·. 

e:(fi/iient disyhatge of the functions.oftheFunc\; 

(xiv)·, Faoilii;ate the carrying out of research toupdat~ itself on changing health6are 

needs·-. ,' ,.•· , 

(xv) Actvis~ th~ Minister on the national policy to be followed with regard to 
t.),. ,. . '. . '•., ... · ... ('· . . . 

.soda1 ·health 'insurance and,ibiplement' all Govern:m'ent policies iel~ting·. 
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"" . _. . 'j __ :.},~f_-.,"·.·~,: . ·_ 
4:2.2,2 Composition of the Board,ofTrustees- -_ 

The Board of Trustees should be sufficiently small for efficiency biit be r~flective of the .. -. . .. . ,_ ' 

sense of.ownership .from the grassroots level. It is.therefore suggested that the Board be 

composed ofthe.following 

► One members from each province .[8 people l where possible drnvm from the 

following areas of specialization: 

• Medicine []Y[edical Doctor, Nurse, Pharmacist, Dentist, Paramedic, and 

Traditional Medioine Practitioner] 

•. Finance 

• Institutional Management 

Law 

• Investment _ -

►· Interest Groups [ atleast 4 people] 

_ • Health Service Providers - I<:MA 

• Employers - EKE 

• Workers:__ COTU 

• Insurance - AKI 

-• ► _ Goverru:sient[3 p~ople] 
, -· .. v'-· '·~ \~i·:;.~-. .. ,~:~•r,. 1<;-~- .... , :. \, . -· 

• Permanemt Secretary, Fmance 

• Permanent S :creta:i:y, Health 

• Director of Medical Services. 

· The Chief Executive officer of the Fund shall be the Secretary to the Board and shall 

have no voting powers. 

The B·oard inay to-opt key ~fakeholder; among its niembers as may be deemed necessary 

·. for spe~i.fic :tasks from time t~ time:._ 



4,2.2.3 Tiu,_process of selecting tlu:Boaril of Trustees 

The procedure to be fullowed in the .selection of the Board of Trustees is as here below: 
- - -

(i) The posts will be acivertiseliby the National Council in the print media 

(ii) All interested persons from any of the above mentioned fields of expertise will 

apply to their respective District Council. 

(iii) Each District Council will consider the applications and based on the rule of 

pluralism; nominate tlrreecanciidates to the National-Council. 

(iv) 

, (v) 

The National Council will rece\ve the nominations and from these select meinbern 
-

to- the Board of Trustees after comiidering regional representatirn:1, special interest 

groups and therequisite expertise,. 

Before the Minister responsible for Health formally ,appointing the nominees to 

the Jiom:-d of,Tnrstees, their name.s shall be published in the media for pubjic 

scrutiny and-comments. 

. . . . -~- ~ 

4.2. §itIJ ece/i.trCLlized inanagement -

''For ,,-manageri'al efficiency ~urposes, a prope/degree of 'decentralisation _,of the 

_management of th~ NSHIF to the provincial-,and district of(ices will-- b; -•·scrutinized. , 
·, -,; i, -"· · - · c;,· -. :;• :~ , ,. '•"" . 

District managecient un:lts cDuld be given fhefollowingt~sks: 
"' ,.,;- . . -

, • •· Asse9skig and evaluating the vi~bility ·of the _health· service providers at their 
¾ • ' • 

level;' _ 

' ~ Processing the claims; 

• Reimbursing the contracted health-service providers_. 

Contracting of providers of ambulatory and hospital care, how~v~r; is to- be manageciat 
, _.,., ... ,,._ . I . . . ,. . · . ~ · 'h•-;···. · .. ,:. -~-•. ,-, '.· ~":7•-•--•· -~:-e;-,;; ·<-:so,-·".·" ••· .. " ... 

the provincial and central level. There .should ,also 'be .a reporting mechanism io ensure _ 
'''•-'" <• ~: ''•h =,-:.;,. ••••••• • 

hnprovement in the · health sector infrastructure, registration_ and compliance · m · 

_ .. contribution eolleotion, quality of heaithcare ~ovision, utili:zafiop- leve1s, s~tisfa6tfon.of -

the insured population and ofpro~der.s, and operati~n~fthe NSEJF at a11 levels. -

,~ 
·:?1\'. -~·; 

-..;. . 
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' 4.3 Relationship between the NSHIF man.agement and Gr(ISsroots 

The following is the pyramid of representation from the grassroots to the National 

Council. 

X 

y 

z· 

number of villages within a sub-location 

National Council 
(2xZ) 

District Council (Z) 
(1 xY) 

Sub-location Committee(Y) 
(1 xX) 

Villages (X) 

nu~ber of iub-locations (nu~ber of sub-location within a distriDt) 
.. ' . ". . : : __ .. · _,;;'"!r. ; -·- . . • ' . ,~.:- _.. 

• ·. numbeJ? of districts ( currently ·estimated at 80) 
. . '. ;;- • .·.- 'I-

The N;,_tiorial Council will elect its office bearers, and th_e regulations will give the 

pro~edures for .electioIL The lliassroots representation will also be review.ed in the light 

ofthe C~nstitutional Refo=. in Kenya.· .. 
. ·: ... . ' ... . -

;·:_rz;;;: ·.- - - -~}:·. ·, .. · .. 

:;! ~r 

" ... · r ; _;. 
·-" 

. 1 
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4-3. 2 The N ()iion.al Council 

· The N~tionil .. Council shallbe the policy-formulating mgan of the Fund audit will nave 

the powers to do the following: 

-i 

(1) 

(ii) 

(iii) 

To appoint and remove the members of the Board of Trustees on specifi~! 

grounds. 

To propose the contribution level and b ene:fit structure of the Fund. 
. ' . 

To receive, consider·and approve the annual budget and investment policy, 

cif the Fund from the management. 

(iv) To provide an ,;:ffective feedback 'mechanism between the Fund and its 

members. 

(v) Be actively involved. in the social mobilization and sensitization of the 

members on the objectives and activities of the Fund. 

(vi) To act as a general oversight body for the effective discnarge ofthe duties 

(vii) 

... ·of,Jhc::S oard Qf Tr:usteesa.nii,th~ p:i'ot~ction of the interests ofthe members. 
-, •-Jif.i',' , , __ ;_:_•"' - ' ' -

·rn c~llab6ration with the :tvl;irJistry of Health, .address matters !elating to 

th,i'~fficient ··deliyeryL ofhealthcar~ seri-ices including· primary health {this 
- 0 • ' • _, • ' 

collaboration shall be clearly defined in.the rngul~tions to .ensure that the 
.. ..--· _ --, · - ,i•t· ,.}_;. ,.,·.~.J•i···•• , 'a·· /:: • :· 

iCif/nr,n does not take ovei ~y functions "ofthe Miriistry ofHealth)' 

(viii) Perform any 'other functions incidental to the · achievements of :fue 
' . 

o bjeoti~es cifthe Fund. 

'( ' 

Provimon will also be made in :the iegulati~~;·f;r ~h~'i;;;;'o~il··~ttue members of the 

National Council whci are notserving the interests of the Fund. 

)\{embers ofahe .Secretariat of the Natio~al Council-,shaJJindt,.de: 

.. ► .. ChairmanoftheNationai Council 

► Vice-Chairman of the National Council 



l 

.► ·. Sixteen (16} Provinciai fJ~;~·er:.~~ti0es; two from each province elected from 

among the m~rnbers of the National Council 

► :Permanent Secretary, Finance 

► ·. Pennan~nt s·~crntary; Health/ Director of Medical Services 

►. Chainnah of the Board of Trustees. who shall be the Secretary 

► CbiefExecutive of the National Social Health fasurance Fund 

The Chairnum and vice-Chairman of the National Council could also be given the role of 

ombudsman ind receive complaints about the worldng of the NSHIF. The latter should 

be complementary then to the tasks assumed by the Department of Anti-Fraud/ThBft 

Investigation .. 

The Secretariat -will be responsible for the facilitating National Council activities to 

enable the Council fulfill it~ mandate. 

4.33 Functions of the District Council 

The District Council will perform the following functions: 
, , •. . l - . . 

(i) Liaise. with the sub-focations on problems and issues arising at the sub~locations 

on matters relating to the Fund. 

(ii) · · R~ceive aI1d cons~def complaints relathg !D the .Fund .. 
.,,)·· • .,, .• ·•• ... _,,, -· ' • <-s' •:" ,. • .-. • •' • .• • • .•.. " -s"I!-,· 

'(iii) . ; To be a_e~~uni,catioi:dink between the National Council, Board of Trustees 

and the sub-location committees. 

9vt · , Vet applicants fron~ the districts and. shortlist three for consideration by the 

National, Council for appo.intment to the Board of Trustees. 
,,··· ;, >- . '• • ' ' • •·· I 

. - (v) :Perform any other functions that are incidental to the. foregoing . 

The. members. of t4e .District Council perform their. task as a service to the nation. 

• Ho~evercertain alfowan~esimightbe·give:rrfortransport, food and other expenses related 

. to the_performimce of the duties ofi:h,;District Council members. 
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The District Council shall hav.e a Secretariat compose/Lof: 

► ·· A Comrnitte.e Chairman 

► Vioe Chairman ... 

► Not more than seven other members from·sub~locati~ns not repre~ented by the 

Chairman and the Vice-Chairman .. 

► District Social Health InsuranceM~nager~ who shall be the Secr~tary 

·The Secretariat w:ill rec.eive complaints from members for onward slibmission to the 

District Council for necess&.-y action. If the complaint is against fhe NSBIF District 
. ' 

Secretariat then such members ofthe"secretariat shall not sit lil the meetings {hat consider 

such c;;orn.plaints. 

4;3. 4. Functjons · of the Sul;_;locrrtional Committee .. 

The Sub-locationlt'co:mmittee will be responsibl;of~r: 

. ► ·. Sbcial m'5biliz~tion and educatiOJl at the viliage level onil:h;'objectives and 

aCJtivities of the F1ind. 

► ' Identify/ng tli~~e who are unable to contnfute an(submit the names and contact 

addresses to the.District Council forreyiew and approval.' 

► Drawing the attention of the District Coi.;n~ils to iss~es ,of ptibli~ concern with 

regard'to health services. 
. ' 

► Monitoring the impacta<:ifi:be acti'ffiies of the Fund'a:tthe sub-locaticinal level. 
. I . 

► Identifying 'problems that are unique to their· snb-loca:tiori ·md n;porting :to the 
. '.. . J:_ -- . ' . . . . "" •,:,:., 1,~:- -,~ ., 

District Council for necessary action.· 

► Performing any other functions incidental to the above. 

-The members· at· tliis·Jeve1 ·will be :democratically -electeti;stbttt''°-will"'s'iitve di:i:'volu:ofaiy 
· basis: 



4.4 Relationship between th~ njd':i.ii';;; ;fi[~'m.th anilthe NSHIF 

The NS~ and the C:tove=;nent_ t,brough the lvlinistry of Health will be partners in the 

promotion of liioalth in Keriya. However each partner shall ha:v:e clearly defined roles as 
' . 

follows: 

► 11,e NSHIF will cleal mairuy with facilitating curative aspect~ wbile; 

► The Goveffil-nent will concentrate ou 

• preveutive programmes, 

• development ofhealthfacilities (as part of its social obligations to the citizens), 

• enforcement of compliance by all health providern to the Kenya Health Standards 

and 

• the overall regulation of all health insurance schemes (the NSI--ITF being one of 

them) tlrrough the Health Insurance Act: 

~ 

4. S Relationship between the NSHIF and other stakeholders 
·,·, .. ··- ' . . ... . . . -

. The NSBIF wm -~onsult with relevant key stakehc,iclers within the country in order to 
. . 

regularly inform the public and to catch their.views on the strategy and operation of the 

·_ . NSHIF. Basically; these stakeholders include representatives from all groups which are 
-. . . -

i:ne_mbers of the Board--of Trustees. For special purposes, other stakeholders could be 

involv"iL 

! ----

' -1, .. ~- -



CHAPTERS 
LEGAL FRMIEWORK -

SJ Current Legcrl Frame:work 

The present legal regime rels.ting to insurance, health insurance and emJ?loyees' 

welfare are found inthe following statutes: 

► The Insurance Act{Cap 487) 

► The National HosJ?itai Insurance Fund Act (No. 9 of 1998). 

► The Na:tional Social SecurityJiund Act{Cap 258) 

► Employment Act (Cap 226) 

► W orki:nen' s Compensation Act (Cap 23 6) 

. In order to conie up with an appropriate legal frame~orkfor the proposed NSBIP, .it 

.'1/flS found prude~?to review the relevantpro.;&ions of the legislations herein ji,bove 
- ~~J ' , • • ' 

mentioned. 

. - : . 

5.1.1 The Insi.l.r:a:iiG."Aci (Cap. 487) 

This .regulates the companies thaf offer inscuranoe ·en a :ob~ercial bas1s, -
' . . "f - , ", . - r • • . 

Howev'?r this-Act has no specific provisionsTelating to healtb ·insurance. . . . 

Atthe same frme, thefe is a large n=b~r of health insurance:providei:s opernting in 
• 1- .. ' 

· the private s~ctor, whose operati~ns are not r~gulated by the faw. This poses a great 
. ' 

risk to the consumers of their services. It was in the light ·'of.this that i:he 
. . 

Co=iissioner of Insurance recently attempt_ed to Tegulate the husiness-·of Health 
- ' , ·"· ••.•••• :-:_· •• • ·.·• '> I 

J\ifanage:pient Organizations through the Insurance ·(A1nendrnent) Bjll "'.,2.002. 
"' "" "-•~ --• • • -•,.;•=••s·, •:.,; _ 'st;""• -,,.,,...,,,,o•.,••••••••-,;•1r·• 
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This Bill required that: 
- . - -. . . - . 

► '.All h.ealth management organizations register witfrthe Commissioner as medic~l 

i~~ur~~~-~-,_Pr?viders .. 

► . The provisions of the Insurance Act relating to insurance brokers, apply to such 

medical insurance providers. 

The relevant provisions of the Insurance Act include the qualifications of the 

principal •officers of an insurance broker and the requirement that Such a broker 

should not act as fill insurer .by purporting to provide insurance cover, but should 

work with.a registered insurer. 

At the time ofmiting this sessionalpaper, the Insurance (Amendment) Bill 20?2 had 

not been introduced. 

From the foregoing it is imperative that Health Management Organizations and other 

medical insurance providers be regulated in ~rder to provide legal protection to 

members of the public who pay the premi~ms. Health Management Organizations 

should operat~ either as insurern or health ~ervice providers butnot both 

S 1.2 The l!ation,al Hospital lnsur=ce::FundAcf (No, 9 of 19 9 8) 

The. Nf-JIF Act establishes the Fund and makes detailed provisions regarding the 

contributions; ,which are mandatory for all persons who- · 

► · are ordinarilyresidentinKenya; ·· 

► are oftlie age of 18 and oYer; and 

► .. have. a prescribed total in~ome whether from salaried or self-employlnent. 

· The Act also _ptovides fot the declaration bf participating hospitals by the Board of 

Mmag;i:;i;.ent in- conm:i:lt~tion with. the Minister for Health and the payment cif benefits to 



' . 

such hospitals forthe e:iqienses ofa contributor, hls named spouse, cbild,or other named 

q,ependant. 

The B.oard of JY!;anagementof the lliITF is appointed by election bnt is by and large 

institutional representat1on and has inadequate grassroots representation. 

5. L3 The NafionaISocidl S eca/ity Fund Act (Cap 25 8) 

This legislation does. currently not have any provision requiring that a members' 

contribution or part of it be committed ,to healthcare. However, it cucikl .be further 

scrutinized which role the NSSF could play in facilitati;ng the colle·ction of contributions 

of the retired. 

5.1.4 The Workmenis Compensation Act (Cap 236) 
_': . .. . .- . ,,: - .. - - ·. . . 

This legislati~ri deal~ with payment -~f coompensation bf employers to workers for injuries 
;:, -/· -~-'.\-_. ,_,~:/i ___ - --- ,. ·:,_:;"'t . ___ --_,-,.· , ·- ' 

suffered in the workplace. Jt currently does not address medical treatment of.the worker 
--.- .. _- ''-. -. ;'·,,- -, ·;,'.ic:c·_,, ,·· _-::. ,;·-:- -~:·.;\ __ · _ ,.. _ _ •. _ , 

only medical e3,_'1ill\ination for the assessment of the "extent .of injury for purposes of 

ij,et~rmining the amount bf 66,mpensatimt Lilce the NSSF, this Act does currently not 

d;ectly deal ;with the. financing of healthcare provision tp the v,;orker~. It ~hould be · · 
,__ . -,_ _>::,~ _-::-~:.-· ___ :_,,_{t_Z·/···· . '\: ,..::"~-----' .-- .,.,.·-_., .. :. ,,_. ,L />.·· .. , ..... __ -.-r· . _ -<L ___ . .,, 
reassessed; howe;ver, wliether the medical costs a'ir a :result ofinju'ty fo ·the wor~lace ·:~': 

should not be covered by .this Act 

S.,L5 Employment Act (Cap 226) 

This legislation has a provision that requires employers to ·cirter for the medical care of 

their employees, 



5.2 The Proposed Legal Framework 

After exam.ining the existing legislation and the institutions establish~d under them, 

relating to health, health ih~uranoe and other workers' welfare oonc~rns and after 

interpreting and analyzing i:he inforrnatio:rJdata collected fr6m a wide cross-section of the 

Kenyan society, the Co=ittee finds that the existing legal regime is inadequate for the 
' 

provision of equit~ble, quality and affordable healthcare for all Kenyans. To ensur.e the 

provision of quality healthcare for all Kenyans, there is need to introduce two pieces of 

legislation; one to provide for general Health Insurance (The Health Insurance Act); and 

another to establish the National Socia.I Health Insurance Scheme (The National Social 
. . . 

· Health Insurance Fund Act) 

S.2J The n-oposed J[ealth.InsuranseAct 

If ena9ted into law, the Draft Health Insurance Bill will empower the l'vlinistry' of Health 
, . . . . ' 

to carry out :regulatory, supervisory and co-ordinating functions with regard to all 

healthCare. insurance s~hemes. These schemes will be the Private Health Insurance 

(including the· He~lth Management Organizations) and the proposed National Social 

Health Insuranc.e SohemeC The legislation on health insurance will harmonise all the 

exi,sting Acts. r~latin~ to h~~lth' and. inguranc~ such as the National Hospital Insurance . 

,, ·· Fund Act(NBIF'), theE~ployment Act'[iidtheinsutarice Act 
' ·. ', ~-,.-, 

, 1· , 

. The proposed Health Insurance· Act will provide for the est~blishment of the various 

health insur~nce schem~s· and defin~ their respective functions. For· example the HMOs 
• '. • . •. ·-.. . • ,•_ ,. _l/' • •. ' .. : . ', • . . ' ·. . 

· will not be,allowed to,operate as both insuran.ce' carriers and healthcare service providers, · 

The Act will' also define, sct up and ie&lliate adherence to the quality standards applicable 

to all healthcare service providers: 

-;"';. 

To summarize/this Act should contain. the following essentials: - ' . . . ··- . ' . - . ·- .· , .. 

• . The role and r~spon;ibilitie;s of the MOH (regulatory, supervisory and co-- .. ' . - ·, 

. cirdin~ting function, p;~ventive ~d promotive health~a:re, rehabilitation, quality.• 



assurance, BIV/ AIDS progr~me,, staff payment, human rnscinroe devel~pment, 

nealthcare lnfrastructui::e etc,) , 
. , 

• Harmonization Gnaws related to health and insurance 

,. Regulation of private health insurance (incl. .HM:Os) 

• Regulation of cbromuriity-based health insurance 01;-gacizations 

• Thetransfo=ation of}1BJF to NSBIF 

• Any additional regulation related to health insurance, 

5.2.2 The Proposed National. Social Health Insurance Fund Ad 

This proposed Ad will establish the National Social Health Insurance Fund (NS1:UF), 
• • ' ) 1 

The NSHIF will be a legal entity and it is proposed to be independent ,and autonomous, 

. 'Tbls Fund will be'mandatory anB. as:such a1iK~nyans will be required by law to be its 

} nie111bers. It will be nationitl because it will .apply to the whole.population of Kenya and 

in all parts of the Country, It will be social because in the spirit of solidarity (Har;ambee) 

the riQh will subsidize the poor, the young will. snb sidize ilie old the •employed will 
. . -•- .· . 

. subsidize tl:te unemp,loy~d and the h;~lthy will subsidize the side 
--cc. 

Tb.; Fb:nd will,be'o~ed by the stakeholders,.and the Act ~ill create tbe various organs of 
' 

. the_ Fund, namely,. the National Council, tb(eBoard ,o(Tmste:e§,}h.$,District,and. Su\J .. 
'.s.·.1< .• ~·, '-: ~-:!f -,,·.,>·: ··:.-··'·~-:,. , .. ···_·~t _,,: __ ,..,. '··,t;;,·~-~.,;a,.,~--~;~::;_'"•'-~"""':·-·, .. j~ .,,·i', - , .· 

lopatlonal Committees. The proposed Act will•define the funcfionS and powers of each o, 
~- ·-· - - . . ., ' -- ' . ' . 

the abov~; organs, It will specifically deal with the ~arruer in which the ,cases 01 
' ' [ . . .. 

fraud/the:J;t wlU be dealt with.; Stiff penalties willbe put in place fo d.~ter those involved i•. 

frauiL T):te aooou~ts of the Fund will be audited regulatJy;,"'an\1,,itJ1;ll;1l~ir;,1J;qg6tl,~.ft.@it,wi'.. .. 
15e"'6sf~1iJlsE:~a';lfufu'th~F;;;t =· fa""•---v,,,. .,,,~-·"":=-* ., . - - . . . . 
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The Guiding I'rinciples .. of the National Social Health Iusurance Act 

i. NSBI shall confriliut~.t~ the vision of the K~nyan MOH to create an enabling 
. . . . ' 

e~vironment:for the provision of sustainable quality healthcare that is acceptable, 

affordable and .accessible to all Kenyans. 

11. It will be.compulsory for every Kenyan and every permanent resid.ent.to become a 

member tbrough enrolment and payment of a subscription. 

iii: Since not everybody is deem~d. to b~ able to pay contributions to tbe NlISIF,1t is 

the policy of the Government to subsidize the poor by earmarking at least 11¾ of 

lV. 

- - J - • 

total expected revenue from consumption taxes fo be paid into the NSEIF. 

·. The NSEIF will be guided by a c~mmunity spirit of solid~rity It must enhance 

. risk sharing among income groups, ':-ge groups, and persons of different health 

status, and. resiciing in ciiffer~nt g~ographi~al areis. · 

v... The,NSEIF shall prom_ote ~axii=n.urn como.mniiy participation through a piooess 

of' representation from the village upwards to the National Council. The NSl-IIF 

will be owned by the stakeholders,· 

VL The NSHIF ;hall build on eiistmg community initiatives for registration 

procedures, contribution oolieotion andfo1::tr1anre:iource requirements. 

· vn: The NSHIE. sh0:ll balance .economical use of resources with quality of_care. It shall 

.provide effective stewardship, fund rr{aiiag~~ent, and mainte~an~e of reserves. 

viii. . Alf the ino~ey re~eived tkough contributions and other rn~ans minus minimum 

administrative costs .a;id res~rves shall. be returned to the im,ured in the form of 

improved health service pro¥ision. · 

, .. ,,,.,,,;, •. ,,.iX,;\;., ,,.,,,,;Ghe,NSBIF shall assure, that all participating healthcare providers a:re respoh;ible 

and accountable in all their dealings with the Fund and its members. 

x. . The• Government, for the, tim.e being, will continue to pap for the wages and 

salaries in the public health.sectoL The medium-term goal. (5 to 10 years) for the ,. •.,. .. ..· , .... , ... . . . 

·.1'TSEIF ::shall be_ to :co;er_ ,all r.ecurrent. expenditure related to health· service 

provision including personnefc ~os±s. In addition:, the goal is. for in:frastruo~e . 
. , . ' - . 

i~vesti:nents .t~ become co-fuian~~d by both the Government and the NSHIF. 
. . .' . . . .. .. . . . . 



5.3 conclusions 

1. The introduction of the Health Insurance Act anil ·fhe National Social He, 

loBurance Fund Act will improve access to quality healthcare services to 

Kenyans.· 

n. The Kenyan public will accept the NSHIF only if it is properly planned and v 

man~ged by men of honesty and integrity_ -

111. The NSHIF Act provides directly for the ,payment of providers for the use 

medical services by members of the Fund __ 

iv. i There is cmrently .no law regulating the business ·of_a large number of priv 

health insurance providers. It is necessary to have such-alaw in order to give le 

protection to members of the public who choose to -insu,:e themselves privatel1 
· addition t~ their NSHIF member~hlp. - . -

y_ The place of the NSSF Act and the Workmeifs- Cor:qpensation Act vis-a-vis -

· National Social Heaith Insurance law,'17li.11 need to be con~idered. 

-· :- .J 
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6.1 

) . 

-~-t .,._ .. :.::; ..... 
CRAPTER6 

KEY CONCERNS AND SUCCESS FACTORS 

· Acceptance 

The fundamental concept of the estab.lishment of a National Social Health Insurance 

Fund, was universally accepted in all the districts and provinces visited. The successful 

implementation of the Fund was seento hinge on the following essential pillars: 

. ► Independeiice and autonomy; 

► · Ownership by stakeholders; 

► Access to quality health services tJn:oughthe Fund; 

► · Acco~ntability of the Board of T~stees, the management, and contracted service 

providers; 

► An appropriate legal framework to empower the Fund and .with appropriate 

inbuilt checks ~nd b ala~ces: .. 

. ► Political goodwill. · 
·;·, . 

6.2 Issues of ste:wa:rclship/governirnce 

During the Focus group discussions in the distri_cts and provinces; deep concerns were 

expressed conc;erning ownership, control, transparency and accountability of the Fund. 

The credibility and. integrity of the people to _serve at all levels right from the National 

Council, Board'of Tru;tees, to the management of the Fund,, were felt to be of critical· 

. ·,. . importance: The seiecti~n of the Co~n~it ~~mbe~s was s~en to be a bottom up app;oach 

" .. ~ ,;:- from ~h~ ~;~sf~ott~b~I~o~~ori1ev;lt~th~ nati;nall6velThi~ was to be by an election 

.. ' }JI06e;'i of highly ~redibl~~' ho;'i~st' 'and t~a~~_pa~~~t fudt~d;als, who couid be trusted to , 
.. .: .. - ~- ' . ·:,,: . ' . -,, ,;. ' .. -, -. '.-:···;,:ii···· ,., ·: •- . '. ,, .. : . . ; - - . . : . . '. 

· safeguard thei,stakeholders' interests: in the. Funcf The cciiincil was also seen to be' multi-

.· sectoriil ~ith,rn_prbs~ntati~n,fr~;;'f~~~~~ ~~li;mi~~ ~~tatu oper~tors, religious gro~ps ·_ 

'f .. 

" .. ~-' ; ··,..,. \.. 
'..: ;- ",;; ' 

,~,o ,,; 
.,,: ._.,-



,J 

·'and market traders, The National Council was to ·be fh'.' :gmernl guverning bocl.y wit! 

stewardship functions :related to the Fu;d, ii-id to havefu~ ~a.ridate of appoio.ting the 

Board ~embers from a list of.grassroots nominees. 

6.2.2 Boa:rd.ofTrustees a.nd thegeneralfuiid management 

The key concerns. with the management revolved around the election ,of the Board oJ 

Trustees. The Board has to oversee the· day-to-da.y running of the fund. It was crucial thai 

stakeholders elect the Board fr~m the representative grassroots leveL-Their.terrnre •on the 

Board should be limited to tw~ terms of four years each bas~d o~ performance. 

The competence of the .J;loard members t6 ex~ci:rt:e their ,responsibilities was also oi 

critical importance and it was felt that a professional mix was_ ;ssential. The ability to 
. ' . •',, . 

discipline ·errant board members was al fundamental importance, and it was felt that the 
C ••• • 

creation of a National Council, composed of :rtakeholders from the various grassroots was 

essential to ''oversee" their opefation . 
. .,, .J.-·-

6.2.3 - Bliminaiion/Curbi11cg/Reauction ,of FraurlJTheft 

Fraud ·within the Fund was seeµ as one of the biggest concerns tba:t would grea:tly 
~- ·• •. ·/".t -" ·' ·'• .t .. - _·'-.. __ ;.. -.;;.;~,--•. ,,·:·0_"-::,.~,, .. L·'•,-.,,.:, .. .;.::.1'.f:'.r..j;;~.> .. -"-'-• ·-~' · ·~·. 

und<:Jrmine the sustainaoi1ity of the Fund. It was :Observed that fritud could be perpetrated 

· at tqifollowing levels: 

► intern~lly, witlrin ±he man~gement of the Fund .. 

► at contract~dseivice ploviders. 

► at beneficiaries of the scheme. 

The need to vet the qi.ra]ity of the contracted providers and inEtti.tu.fions was felt to be very 

.• imp~ant-~~ ~'!;e_c;!_~J]'tt;_!; ;g_s~t;;9~~~1i;~;:;],S.fR~d;il6~s~~~-:Stiff:;e~altiesJor. 

f .. ;a~d~t:;s·vr~re reco~enµed withs,;~gesiiou's that theysl}o,!tld., iri ~clditi_on tocriminal 

;enaltieshe m:acle to pay back an_y assets ~~u~ulenflf:acqciied ~d the~names 1mblished 

. ln the J~~al print media. The establishm~~tnf a ~t 10 a~~-with. fraud and theft was also 

reco:rnniended. 

,,;;1,r ~-: -,,} 
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6_2.4 Implementation rmd monitoring of progress 

At the policy level: it.is iinportanfto ·monitor progress of health insurance clevelopinent. 

· The indicators proposed below relate Jo the three important functions of financing via 

social health. insw:ance: the revenue collection, the risk pooling and the purchasing. 
• • • I 

Below we present a set of relatively ~asily measw:able -performance indicat~rs and design 

features: The sources of information for these indicators and design features should 
. ' . 

normally include Reports of the NSHIF, results from Demographic _and Health Surveys, 

and the Econorruc Survey_ 

A. Re-veJ.1ue collection 

Al. P erjormance tiidica:tors 

1. Population coverage .. . . . 

- Percentage pf population covered? 
- . . . . 

A social health insurance· scherrie with a higher p~roentage of population covered by the 

schemei? _associated with a better performance. 

rr r•• 

. ,,;·; i,•·- \· .,,- ,e, 

- Coverage Ey-socioewnomic group ? 

· The socioeccinomic gr.oups:;wmild need to be defined within the context of Kenya. For 

instance,th~rn ~ould be the-gr.imps of civil servants and teachers, enterprise·workers and 

· employees, self-employed professi6nals and other self-employed including rw:al workers.· 

. It would be important to monitor the oovernge of each of those gr<;mps, so- as to see which 

specific groups merit additional efforts in order to speed up emolment. 
. . . :r - . F . 

·: .... 
. "-,.''.''' --~ 
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2. Financing of health expenditure .. 

a) E:rlent,ofprepaym1ont 

. - Ratio .of prepaid contributions to total.health care c9;ts ? 
' 

The greater this ratio, the better the protection again.st -the finauoia1 consequences 

healthcare. 

- PrepCLymentratio by socioeconomic group ? 

· Analysing the extent .of prepayment by so.cioecononiic group is important becaus, 

indicates how equitable a social health insurance ·scheme is .. The challenge is to ens 

' that prepayment ratios are also.rufficiently high for the poorerpopulaiion groups, 

b) Protection against catastrophic expenditure 

- Percentage ofJwuseholils with catastrophic spmdin:f? ? 
- -·1 

It is ~xPectecl:''1.ha'/"social health 'insurance would lov1c1Sr this percentage of househol 
., ,,, .:e, • • 

C:atastrophio :spending arises when households - are '·spencling more than a cert, 

percentage of their net income (incorrte mi:r,ms. fo~d) ~n health~ar~; that perce~t~ge 001 

be'defined foriti;tance as40% or 50% :·Throu:@i this indicator, it can be cl:iecke,d what i 

impact,would be of the social hesi}th insurance scheme on poverty reduction. 

, - cdtastrophic;spendi:ng by socioeconomiegroup ? . 

Analysis by socioeconomic group is useful in ,s1iuwing how equitable the social hew 

insurance scheme is, Catastrophic spending is likely.to be a greater problem amongst t 
' . . . . . - . 

poorer so.cioeconomic groups, bnt a weUperforniing scherde would lirr:i,it such spendiJ 

even amongst such population groups. 



~ ,Are c;ntributions flat-rated ;r income-rated ? . . . 

From·- an equity viewpoint, income-rated coni:ributions are preferable to flat 0rate 

contributions as the former are. better .r'elated to capacity to pay However, it is admitted 

that in tl1e first stages of health insurance de,;elopment, and in countries with an 

important informal sector, it is difficult to assess_ incomes and as a consequence to define 

income related contributions. 

- If flat ratis are practised, i; there a schedule of flat rates ? 

A schedule of flat rates, with r~tes incre~singwith socio-professional status and_ adapted 

to.capacity.to pay, is better than a uniform rate for all. It is more feasible for example to 

assess in.comes of the self0employ6d professionals. ari t;· e~tablish a flat rate schedule . 

according to capacity to pay. : · · · 

Fcir equity reasons; it may also be e~visaged-to differentiate flat.rates between adults and 

children,. with the flat rate for the latter lower than for the former. A lower flat rate for 

children will reduce the burden on large p;or families. 

B, The degree qf risk pooling 

Peifonn~ce indicator. 

_In case' of the existence· of muftiple pools, what rs the le:vel of risk 

· eq_ualization ? 
·> 

For.socialhe_alth:insuranceschemrs wifo,only a single risk pool, pooling is_·maximizecl, 

. · as,all_-~emb~rs' .ri'Sks:are, comhineci into one pool ancI:as theyare entitled to the same 

heai"th"insurfuce'~~nefits Bowever, in the cas~ ~f ;: ~ultipl~ risk pooling 'systems, 

--rriembersr risks,;_are not nec~ssarily fully. oombmed -across, pools ...• The degree of risk , . 
<••~• • ••,,. • _,. -. • •' • • '•• ., • e • • • • • 

.·· _· __ · p_ooling in,3- muliiple pooling systemds,penci'S o_n therisk equalisation me~sures thai: are ill 



·place, For instance, a very adequate risk equalisauon mechams~ cocld make a mul 

:pool system almost as effective in tenns ,of risk sharing as .a S:ingle-poot . . 

C. Purchasing 

CL Performance indicators 

L Ensuring benefit package is folly received 

- Fall infonnrrfionon claimant rights? /Existence pf claims review? 

The pooled contributions of a SID system are used to purchase a set of he 

interventions, with a11 members of the pool entitled to a specified --benefit package 

fundamental performance indicator is ensuring that this benefit package is fully recei 
. . . 

by all those who are ~ntitlecl: to it. Without :full_ii:J.formationreacl:ily available on olain 

rights, members may u_nlmowingly not be ~ccessing _the full range -of services they 

entitled to. 

- . 0, ' -1; e .::, '~ • -: _'.·,'~:A,,. 

2. Adinfui'stqtive efficiency 

- fJ th,q;rea m=imam ceiling on thepercentage of aihninistrqtiveexpenditur, 

. total NSHIF £."C_Penditare '! 

C2. De.sign features 

1. Efficiency and equity ;£benefit package . 

. , Design of benefit package incorporcd:es ~licit efficie1u~ ~nd equity crite:n, 

A benefit package sh~uld seelc to make the 'best us~ ·of th~' lim\ted resources availa 

- -through. social health .iii.~uranoe .. A: number ·of ~ffi'"'ci~i,cy and ;~ui'ty crit6ria caii'-i 

- l~pio~~th~-~se oFili~;~ ~~sourceci, and should -be ;;~sidered ;ii~-;;'6lio;~~i-:"'1 
interve~tio~s to includ~- in -~ be~efit" pack~e. Tli~' ~iiiefia -ili~t could. be ~o~sid~ 

include cost~effectiveness, the need fo; pov~rty r'a"ci;'.;~ti~n, ~~;er€ h.~ilth!·~~~c!itio~~; , 
. . . 

equal treatmentJor equal need. 
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2. Provider payrrren-J:mechanisms 

Cost containm_ent: Ar'e·- cosf-containment ·mechanisms and incentives in 

pfaee? · 

QuaTity of service provisi.on: 

Does the provider payment mechanism incite providers to .provide an 

acceptable standard. of care 7 

Are methods in place to discourage underproduction 7 

Is there a oiaims review ? 

6.3 Access to QualityAnd Equitable Health SIT"Vices 

· l\1immum standards_ of quality healthcare were deemed necessary at all levels of health 

service provision. The quality and types of medicines to be used and the cost needs_ to be. 

· agreed through a conipreh~nsive drug formular/ The fo~mulai:y is -to be made up ~fa list -

o_f essential, comprehensive and quality drugs with recommended pricing. Contracted· 

Health Providers· ,;ere to use this fo~ulary. in their treatment. A separate body .like 

KEMSA, could be used as a central procu;ement agency, to further ensure reduced.cost 

of drug~-- T)l~ .11eed to contract services-as cl.oseto the people as possible was also critical, 
. .., .. : '. • .- ~--' '(_a,: _i-:i' ~~ .. :.._, : ' . ' . . - ' . . .. . ,_. - . . - _',,, . . . ' ' 

and Mobile clinics where nec_essary in remote areas. Traditional medicine providers also 

needed to be vetted, as their -servio~s wen, highly rated, yet no control mechanism's· 011 

safety and standards e:xi.st for this S"'.')Ctor of health providers. 

. . . 

In all, the administration of health services through the scheme should be done fairly 

without fayour; or. cliscriminatio~ of social status.· · 



~ 

· : 6.4 Goodwill ofContributors/Me:mber:s 

The .success of the Fund dep~nds hea,,:ily 00n contributions cif memb em, and t 

willingness to continue supporting the scheme, This· goodwill needs to be num 

through efficient service delivery and the education of menibers on ·their. rights 
,; 

obligations, within the scheme . .Social mobilization of nie~bers at foe Gcassroot le 

and the inculcation of a strong serue of :ownership were folt to. be of paramc 

importance. The process of election of representatives at.all k,vels is essential in instill 

a sense of ownersbip. 

-.. .,;~; ~ .. ,_: ~- .. ? ~~-

. -T -· 
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CRAP·TER'7 
CONCLUSIONSAND RECOMMENDATIONS 

'.""} 

7: I Gene;al Conclusions-__ 

Based on the findings from the literature review, primary and secondary data_ and analysis 
- ; 

of the same, the following conclusi_ons are made:-

(i) _ Good health is a. pre-r.equisite for the soc_ial and economic 

development of the 6,,mntry. It is nei:oessary to provide alternative 

strategies for the provision of equitable, qU:ality and affordable 

healthcare for all Kenyans. 

- (ii} .The' existing -legal regimes relating to health and insurance and tbe 

institutions established thereunder are inadequate and in dire _need of 

reform-_ 

- ' 
(iii) Some of the institutions currently charged with the duty of healthcare 

provfaion ha~; a foruted mandate. and_.inadequate benefit packages_ -

They need to be overhauled and not merely reformed_ 

(iv) - _ There _are various_ categories of health.care providers in the_ country, all 
. . . ·-

of whom offer their -~ervices to Kenyans_ There is urgent need for 

· · enforcement of quality healthcare, regulations in order to ensure that all - ,. . . -· . . •-·, ., . . 

- Kenyans receiv~ healthcare of uniform quality at respective levels_ 
0 • ---

(v) Given the levels of poverty among the Kenyans, it is necessary to 

provide healthcai~ for ~ through a S;ci~l.Health Insurance Schemi -- .. . ., .. , . - . . . .. . ' . 



7-2 . Genera], R~commenilatfoni. 

Arising from the foregoing conclusions, the following social Jiealth.irrsuranoe reforms 

recommended:~ 

. '· ,, .. 

(i) That the National Hospital Insurance Fund.Act Bho111d be repealed, 

replaced with new legislation napabk of facilitating the provision 

healthcare to all Kenyans irrespective oftheicage, social, 'or econor 

status, 

(ii) That· there should be a new la~ to faciilitite the ,establishment o 

National Soci'al Health Insurance .Fund and to ensure that it is .1 

competently and e:ffidently, 

-<{rii) , .. J11at detailed research 1s required to be ,undertaken to accurat, 

s&gregate the various'categories ofhealthcare 'providers £tom whc 

Kenyans seek medfoal,· treatment, especially .since ali: of · the 
' .. , ., - . ., ' ' . 

(iv) 

inoludlng traditional\ m~dicine practitioners, will seek rninibursem, 

· from· the Fund once' established. 

That J:t i; necessary to put m place a Health ~SUl'ilJlce Act .fo reguL ,, "- ' . . . . 

anlsupervise all p.ealth in~r~nce scbemes, including tf+ose offored. 

Health Managem~nt ·orgaiuzati6ns, p~6~iarly±o ensure ;ma:t Rea 

Management ·Organizations opernt~ as' ;ither· as health 'insurers 

health service providers but not both. 

tJ 

__ , ___ • _ _.c_._ •• _ 

-



(v) 
,. 

That"there is need' f~r · a detail~d and continuous re~earch to establish: -
• ••• • ._. ✓~;.. • - • 

a .. Toe benefits package;. which .a Kenyan should be entitled to obtain from .a 
• - • • • • • - I 

healthcare prCJvider,.underthe proposed scheme. 

b. The amount of contribution that such a person should make to the Fund. 

(vi) That, there is need for the following to be rn .place for the long-term 

effectiveness of NSHIF: 

a. Traditional Health Practitioners Act 

b. Constitutional provision guanmteeing a Right to Health, which 

should· be. implemented through a· mandatory National Social 

Health Insurance Scheme, and.the Office of the Director General 

of Health. 

c .. The Office of the Director General ofHealth to be.established as 

a Constitutibnal Office to ensui-e full . implementation and 

enjoyment of the C011stitutional right to health .. 
. .,,;_." "'• . 

(vi)·· · That no service provider should be contracted under the proposed 

scheme·unless:-.· 

L such provider is regulated under the relevant laws governing their 

pra6tice. 

u · Their services meet the quality and safety standard as prescribed 

by the lYfinistry .of Health or: such other body as. m~y be mandated ·- , " . . . . ; . . . . . .. . 

by the Ministry for the purpose .. · 

111, Arerecommended_to the Council bytheir professional bodies. 
•. • • I . . • 

·· .. '.; "j. .,. . .ri/J,~~-@"1: ;: ~-
, ~- . 

''\, ,t. :'"""Jii.,_: 
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13 .,Recommem!afl.ow eonceining implementation 

The strategies and the implementation methods contained. :in -this .Sessiomtl Paper she 

he reviewed regularly in keeping with cbanging health needs: In particular, :in the com 

period, the implementation needs to he prepared by a whole series of further pracf 

studies concerning the contents of the benefit package, fue provid~r payment method; 

be adopted, as well as pressing heald1 financing ,i.nd i:thplemBiltation issues. bef 

launching the NSRIF in July, 2004. 

Finally, ·a oommunioations strat\')gy for all concerned stakeholders and for all populat 

groups must be developed and implemented .. 



ANNEXI: :F;inancial.J>roj.ections:·:·· 
. ".:..... - ,.. , . 

. Table l_ .:Ba.sic Ryp,o±heses 

Population growili rate 2A % · 
Percentage of dependmlts 65% 

· Percentage of clrildren <18 years among 80% 
dej:,endimts 
Percentage Df selfcemployedin the active.and 80% · 
retired population , 
Perce::ntage of civil seiyants_in fue active and 7°/4 
retired.nnpulation · 
Pe;rceni:a_ge of employees in.the.active andretiied 10%. 
nnnnlation : 
Percentage of retired in tbe:actiye and "retired 
population · · 

Average annual salary. of civil servants in 2004 
(afterwards adjusted by 6% yearly) 
Average annual salary of employees in 2004 
(afterwards adjusted by 6% yearly) 
Average annualpension in 2004 (afterwards 
adjusted by 2 % yearly} · 
Inflation rate 
fusu:rance.; contributioIL for civil servants and 
employees (employer part included) 
Insurance contribution for the retired 

. Conmbution per adult self-employed . 
Contribution per clrild in self-employed families 
Self-employed adults and·ch:ildrenfor w1rich 
insurance coni:ributioI1:-5.aie waived· 
Govermnent contributi011in2004 (afterwards ' 
inflation adjusted) , 
Other insunmce revenues in 2004 (afterwards. 
inflation.adjusted) · ·' 

3%. 

60,000 :Kshs 

140,000 Koos 

. 1:5,000 :Kshs 

:7¾-
7¾ 

3¾ 
450 Kshs 
450 Kshs 
25% 

11 bnKshs 

1 bnKshs 

Co-paJ'Illents for all health care services 0% · 
Cost.of outpatient visitfu 2004 .. Low scenario: 180.Y'.shs 
(afterwards inflation adjusted) · High scenario: 310 Kshs 

. Cost Of inpatient day at district level in 2004 Low .scenario: 2,300 Kshs 
· (afterwards inflation adjusted) · ' · · lligli scenario.:3,550 Kshs 
· Cost of inpatient day .at national liospital level in . · Low scerurrio:2, KOO Koos 
20.04 (afterwards inflation adjusted) High sce:uano:4,910 Kshs 
Outpatientvisitsµ,r capita. Low scenario:2 Blgh scerurrio:3 
lnpatien.t days per' capitaatdistrictleyeL Low scenario:0.175 High scenario:0.2 · 

· Inpatient,days•.per capita atnational.level · · , Low·scenario:0.0495 Highscenario:0.0510 

Reserves as a percentage .. ofhealth,cam ... , . l, .. ,3% 
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Table 2. P:r-e1iminary: estimates ofincome.and-expenditu:re of the NSEIF 
{90% membership) 

Alternative .sc:enarios 
(20Cl5) 

35.&40 bnKshs 
. E 33:•617bnKshs 

% diff +6.2¾ 
• Hexp po 964 Kshs 

FUGH 
· R 35 .. 840bnKshs 
. E 42 634bnKsb.s. 

% diff -19.0¾ 
•• Hexp.pc l.223Kshs 

HIGH . R .35.840 bnKshs 
E 55.375bnKshs 

·• R 35.840 bnKshs 
• E 70525 bnKshs 

% diff -54.5% ¾cliff c96.8% · 
o 1,588 Kshs Hex c 2;023 Kshs · 

Notes:. R= revenue; E=exp;tditure; % diff is tlie gap between .revenues anq. costs 
percentage t.er111s,;HE>?W pc is total health eipendituteper•c;ap'[ta. 
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Table 3 . Child c~ntributions .!.i;t the 
· Low Cost-High utili.z.a.tion sr:enari.o .. 

(90% membersmp{: · 

+ 6.794 hnKshs 
+ 8.702 bnKshs 
+ 9.465 bn'Kshs 

~~.:;t~;- . 
. .11 

'. + 3.25% 
+3:60%. 
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