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ABSTRACT

This paper adapts the strategic planning process to the public sector,
specifically the health sector, to provide advisory policy support to the
Government of Kenya on health care financing reform. It is not a strategic plan;
it is a description of the process whose final product is to be a strategic ten
year plan.

The authors describe a framework for the process based on four main points:

• Set goals in terms of the ultimate beneficiaries.
• F~cus on economic issues.
• Separate financing and service delivery issues as much as
possible.
• Remember people pay for the health system, directly or i~directly;
"nothing is for free", therefore, the efficiency and equity of
expenditures are important.

The paper concludes with a proposal for institutionalizing the process in the
Ministry of Health and an action plan for carrying out the planning process.
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1.0 INTRODUCTION TO STRATEGIC PLANNING

Over the past decade, the Government of Kenya has made important strategic
decisions in health care financing. These decisions include plans first
enunciated in the early 1980s to emphasize the economic sectors and turn over to
users a larger share of responsibility for funding the social sectors (and thus
in health to implement a cost sharing program), to shift tax-supported health
sector programs away from hospital-based curative services toward clinic-based
primary and preventive services, to convert Kenyatta National Hospital (KNH) into
a parastatal, to plan major investments to upgrade facilities, and to take steps
to improve the coverage and benefits of the National Hospital Insurance Fund
(NHIF). These actions, taken together, are elements of an implicit health
financing strategy. The goal of this exercise is to assess where the country
stands today in financing the health sector and, through an interactive process,
to develop a plan for the next decade or more.

A strategic plan in a private business is an evaluation of the current
situation facing the firm, the future environment it will face, and the risks and
benefits of changing course, given the current situation and future
opportunities. On the basis of this assessment and estimates of the costs and
benefits of pursuing alternative paths, a strategic plan lays out general
directions that the firm will take over the long term. Depending on the size and
complexity of the business and its governance, strategic planning may be an
interactive process or involve only a handful of people. It is typically based
on quantitative assessments and budgets. The result is a general road map for
managers, who develop implementation plans and regularly report on their progress
relative to the strategic plan. Strategic planning in a firm is accompanied by
long term capital expenditure plans, product development plans, marketing plans,
and so on. Obviously strategic plans cannot be set in stone and must be adjusted
to changing circumstances, especially new opportunities and problems that develop
as the firm fo~~ows through with the plan:

Adapting strategic planning to the public sector requires some
modifications. First, the scope and compleXity of the task take on nation-size
proportions. There are many stakeholders, including politicians, bureaucrats,
service providers, private sector competitors, financial institutions, labor
groups, taxpayers, and beneficiaries, all of whom must have a voice in the
process and the decisions. Second, the strategic plan must concern itself almost
completely with general direction rather than with the nuts and bolts of how to
accomplish the goals. Third, asa result of the above two elements, the process
must be open and consultative so that a broad consensus can be reached and
stumbling blocks to implementation minimized. Fourth, capital budgets will not
be a result of the strategic plan - at the national level they too will be
implementation steps. Instead, the results must suppo.rt general changes in
direction for policy, with capital budgeting decisions follOWing latar. Thus the
strategic plan developed as a result of this document will be oriented to policy
- where is the policy direction already solid, and where does it require
innovation and change? What areas of policy should be targets for action over
the next decade? What kind of public and administrative processes must be
developed to proceed along the lines emphasized in the strategic plan?
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1.1 FRAMEWO~ FOR STRATEGI~ PLANNING

Exhibit 1 displays the elements uf the health care system in Kenya that
must ~e taken into account in developing a strategic plan for financing. It
contains four components, which are labeled in the left column. First, the
beneficiaries of the health care system are ultimately the individuals and
households who use it. Of course there are many others involved in service
delivery and administration, but we are concerned in this exercise principally

with the welfare of the clients who are supposed to be served by the system. The
goals of the strategic plan and of the health system must be stated in terms of
these beneficiaries.

Continuing with the second row of Exhibit 1, the hea7th care activities
intended to reach the beneficiaries fall roughly into three categories, public
or communi ty health (e. g., vector control and health education), preventive
services (e.g., immunizations), and curative services (acute care). These three
categories have economic significance because their financing needs are
sUbstantially different. The most important economic issue is that adequate
financing of pub7ic hea7th or community hea7th services will not arise in a free



market environment without government intervention because it is too easy for
people to benefit from services like vector control without paying.' Curative
services, at the other end of the spectrum, benefit the person who pays with few
or no spill-over benefits to those who do not pay, so there is little trouble
inducing individuals to finance them adequately without government intervention.
Arole for the government in finQn~ing curative care arises only due to concerns
about access of the poor to curative services or potential catastrophic costs
that can impoverish even an unlucky middle- class household. Preventive services
fall in between these two extremes because they have characteristics of both
public health and curative services - people are willing to pay for such
services, but they will not purchase enough of them to protect the community
without some fonm of government incentive cr penalty structure that induces full
coverage.

There ar'e interactions among these services. Inadequate financing for
publ ic health and preventive services begets high expenditures for curative
services. Three examples are malaria, measles, and injuries due to road
accidents. Society can pay to prevent them or to treat them. Treating them
tends to be more costly financially and is certainly more costly in terms of
human suffering. Moreover, heavy public financin9 for curative care can crowd
out financing for public health services and put society on a tr~admil1 in which
it spends more and more for curative care (easily justified because of high
demand for the services) but cannot spare enough to invest in pub1 ic health
activities that might actually reduce the need for current levels of spending on
curathe care. How Kenya spends its public funds across these three types of
health care activities is clearly a central strategic issue.

Continuing with the third row in Exhibit 1, in Kenya, as in other
countries, the providers of hea1th services are of three types: the Ministry of
Health (MOH); non-governmental, charitable, or non-profit organizations (NGOs);
and private-for-profit practitioners, clinics, and hospitals. The MOH currently
provides, through its own service delivery·system, all three types of health care
activities discussed above. NGOs also provide curative and preventive services,
and in some areas they finance and deliver public or community health services.
Private for-profit providers specialize in curative services but also offer some
preventive services to people who pay for them. Both charitable and for-profit
providers are fully capable of delivering community health and preventive
services. They tend not to provide high vol urnes of these services because of the
financing problems cited above. The government's decisions about how to finance
and deliver the three different types of health care activities affect the
development and viability of non-government prOViders, because the government can
choose to purchase these services from other providers or deliver them itself.
These decisions ultimately affect the quality and quantity of health care
services made available to the population.

I~ r=ult i: that one household ~n -(ree ride" on another household's spcrding. This problem reduces the Incentive of
any household to spend on public health activities. For example, it does a single household no good to control mosquitoes on
its propeny unless it is willing and able to do 110 for the whole community, because mosquitoes do nOl abide by human rules
on propeny rights. Without ~omc organized effon 10 conlrol the vcctor community-wide. through govemment taxation and
spending, vector control will not be effcctive.
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Finally, the bottom row shows five sources of financing for service
providers, including expenditures from tax collections; out-of-pocket spending
by consumers; spending by third-party payers such as employers, insurers, and the
National Hospital Insurance Fund (NHIF); charitable contributions (both domestic
and foreign); and foreign assistance. Taxes and foreign assistance are twc
sources of funds that are available almost exclusively to the MOH, although it
may use some of those funds to subsidize services delivered by NGOs and the
private sector, or it may use those funds to contract for services from either
of these other providers. Today, almost all of these funds are used to pay for
the MOH's direct delivery system. Out-of-pocket spending is available to all
three types of service providers, with the MOH currently taking only a tiny
fraction of its revenues from this source. Third-party payments are dominated
by the NHIF, and these flow almost exclusively to NGO and private hospitals.
NGOs also benefit from charitable contributions.

Exhibit 2 reproduces Exhibit 1, but includes arrows that illustrate the
basic connections made among the different parts of the figure by the discussion
above. While it is clear that the individuals and households at the top of the
figure do indeed benefit from all three health care activities, they also are the
ones who 'pay for them through taxes, out-of-pocket spendi ng, third- party



contributions, and charitable contributions. From an overall social point of
view, therefore, there are no gifts. Foreign assistance and some charity do come
from outside the system, but both come either with strings attached or a
requirement that they be repaid. The main problem for consumers in this
framework is that only out-of-pocket spending is directly connected to the
receipt of a service. All other forms of spending, especially taxes and third­
party payments, involve fiduciary relationships in which an institution is
spending money on behalf of households. In many ways, this strategic plan for
health financing is an attempt to improve this fiduciary relationship.

In summary, this framework suggests the following main points for the
strategic plan:

a. Goal setting in terms of the ultimate beneficiaries: The need to
set achievable goals for health financing that are oriented to the
welfare of the final beneficiary (and financier) of the system, in
the expectation that an efficient and equitable health care
financing system that responds to the needs of individuals and
households wil~ result in better health for them.

b. Focus on economic issues: It is important to distinguish between
the economic and medical characteristics of the activities that are
undertaken in the health system. The economic characteristics help
considerably in defining the essential role of the government in
financing some services - those that benefit groups rather than
individual s - and the more optional role it takes in financing other
services once this basic responsibility has been met. In short, an
orientation to the economics of these activities helps develop a
hierarchy for government financing decisions and areas for private
sector involvement.

c. Service delivery versus financing: The crucial problem of service
del ivery can be separated from the issue of financing to a large
degree. The government may choose to expand or contract its role in
service delivery. What it does in this area will discourage or
encourage others who could do the same job, to expand their roles.
The government must, however, take an act i ve role in fi nanci ng
community-wide and preventive interventions.

d. There is no free lunch: This point is so commonplace that it is
almost trite. But its importance cannot be overemphasized. The
beneficiaries of the health system are not receiving a free gift
from the government or the insurers. They are paying for
everything. Given the evidence of taxes and the NHIF contribution
structure, poorer households pay a larger share of their incomes to
support the health system than do the rich. Thus, improving the
efficiency and equity of expenditures in the system is a serious
responsibility of the institutions spending the money.

5



1.2 GOALS FOR THE HEALTH CARE FINANCING STRATEGY

The commonly stated goal is to improve health outcomes, but it is very
difficult to measure progress against such a general goal. 2 However with this
framework and the focus on outcomes for the final. benef'lciary of the health
system, it is possible to state a narrower set of goals for the strategic
planning process that provide a general orientation for the work, including the
following:

1.2.1. Development of the Public PolicY Role of the Ministry of Health

Continued development of the MOH orientation to pubic policy as opposed to
the more narrow day-to-day problems of service del ivery. The strategic pl anning
process itself moves the MOH in this direction.

,1.2.2. A Public Health Focus for Ministry of Health Spending

This goal requires an orientation to the following areas: improving the
healthfulness of the environment within which people live and work, increasing
the availability and effectiveness of preventive services, educating the public
about how to achieve better health outcomes for themselves and their children,
and facilitating improved financing of both public and private health services.

1.2.3. Targeting Public Subsidies for Curative Care to the Poor

With greater involvement of the private sector in service provision and an
increasing role for beneficiaries in paying directly for the curative services
they receive, the public sector will have the opportunity to better target its
continuing subsidies for curative services to those who need them most, and to
improve its provision of public and preventive health services that benefit poor
and rich a1 ike: -

1.2.4. Encouraging a Larger Non-Government Role in Delivering and PaYing for
Curative Services

This goal includes further development of cost sharing in the public
sector, a careful assessment of the MOH's role in direct delivery of services,
and encouragement of private sector provision of services. The result should be
a wider array of choices among service providers and financing options for
consumers, better protection of consumers against catastrophic losses, more
flexibility in the delivery system to respond to changes in income and tastes,
and improved incentives for providers to provide high-qual ity care in an
economically efficient manner. To the extent that the public system continues
to be a major suppl ier of medical services - and it will, for a variety of
reasons - it can contract with private supp1 iers for some inputs and can emulate
to some degree the incent ives that exi st in the pI'ivate sector by devol vi ng

2 Apart from the question ofwhether progress is to be measured against some absolute standard or relative to other countries.
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authority, accountability, and responsibility for resource generation to the
faci 11 ty 1evel.

1.2.5. Strengthening Alternatives to Tax and Out-of-Pocket SI _~

Amore plural istic and flexible service delivery system requires a flexible
and adequate social financing mechanism for curative services, whether they are
purchased from the public sector, the charitable sector, or private providers.
The government has a major role to play in ensuring that such mechanisms are
available and adequate to the task.

Afirst task of the strategic planning process is to gain agreement on the
general goals for the process. Do those listed above, or another set developed
by those involved in the process, provide a broad statement of purpose agreeable
to a majority of the interested parties? Focusing on goals that affect the
welfare of the beneficiaries rather than the more general underlying goal of
"better health" allows a few principles of public finance and economics to guide
the process of setting priorities and developing an agenda for action.

1.3 STRATEGIC PLANNING WITHIN THIS FRAMEWORK

Exhibit 3 again reproduces the basic framework but this time includes the
topic areas into which the strategic planning background work has been. divided.
These topics are in the boxes with thick borders and large type. They include
resource allocation, efficiency in service delivery, cost sharing, the private
sector (including the legal and regulatory framework), and social financing.
Thick lines in the diagram indicate the strongest links, and thin lines represent
weaker links in the current financing system. Each of these areas is briefly
explained below.

1.3.1. Resource" Allocation

At the most basic level, resource allocation represents the decision by the
MOH on how to allocate resources among the three possible types of health care
activities: pUblic health or community, preventive services, and curative
services. Capital investment, labor, and recurrent budget allocations follow
these choices. Exhibit 3 indicates with a thick line that resource allocation
currently favors curative services. Within each of these three health care
activities, additional resource allocation decisions are made, such as spending
on vertical programs or clinic-based services, and spending on hospitals relative
to health centers.

1.3.2. Efficiency in Service Delivery

Efficiency has come to refer principally to efficiency in the delivery of
curative services in hospitals and clinics. It is also bound up closely in the
quality of services, as managers attempt to squeeze the highest volume of high­
quality services from the limited resources that are available. Although
improving public sector efficiency in service delivery has been historically
considered an internal managerial and budgeting problem, the private sector
represents a tool that can be used, through contracting or other means, to raise

7
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efficiency and quality. Exhibit 3 indicates the strong link from the
government I s standpoi nt between effi ciency cons iderations and management of
curative services, as well as the weak link in the current environment between
the efficiency/quality nexus and the private sector as another tool to achieve
the same goal.

1.3.3. Cost Sharing

Cost sharing really means generating additional revenues for the MOH
through user fees paid by clients. Because some clients are covered by the NHIF
or other third-party payers, cost sharing has also come to mean collecting funds
from these third parties. Although no arrows indicate it, the cost sharing
program has been used al so as a device to improve resource a17ocation by
earmarking some of the funds to public and preventive health services. It has
also been used as a device to improve efficiency and quality by allowing the
remainder of collections to remain at the faeil ity, under 1ts authority, to
purchase needed inputs to improve services. Thus the cost sharing program has
multiple goals within this framework, based on tapping a source of reven~e that
has not been used much in the past by the MOH. However, it is important to note
that cost sharing also plays a role in targeting public subsidies to individuals,



and it forces consumers to make a choice between paying at public service points,
diverting their utilization to NGOs or private providt!rs, or not using the
curative system at all.

1.3.4. Private Sector

The role of the private sector in delivering modern medicine has increased
tremendously over the years with the cumulative impact of large investments to
train medical professionals, increasing incomes and higher levels of education
among the population, development of the NHIF, and the growth of urban areas (to
name but a few of the determinants of private sector growth). In addition, Kenya
benefits from a large charitable sector whose growth has been fueled by the same
factors, while support from charities and government budget transfers to them has
fallen. In this environment of a maturing and growing private sector, along with
ever-increasing demands on constrained public budgets, new opportunities arise
for policy development and cooperation between public and private providers. The
legal and regulatory framework is part of this area.

1.3.5. Social Financing

Soci a1 fi nanci ng is a broad term that encompasses compu1 sory pub1 ic
insurance, voluntary private insurance, and less formal cooperative-based or
village-based efforts to protect members from risk through prepayment mechanisms.
It is a key element that can facilitate Kenya's unfolding policy initiatives in
which beneficiaries are expected to shoulder a larger burden of the cost of
curative care so that the government can channel its resources into community
health and preventive services. In addition, this source of financing affects
the development and diffusion of the private sector. Through the NHIF, the
government has a key role to play in the further development of social financing
mechanisms.

1.4 CONCLUSION-TO INTRODUCTION SECTION -

A possible set of goals for the strategic plan have now been outlined for
discussion. The health system has been taken apart and reassembled to show the
framework within which the strategic plan must seek these goals. The areas of
the strategic plan have been embedded in this framework, with some discussion of
the dimensi ons of each pi ece. The prelimi nary work that is 1eft is to establi sh
what has already been done in these areas, to review recommendations of needed
actions in each area, to establish priorities, and to propose a plan for moving
forward.

9



2.0 BACKGROUND TO STRATEGIC PLANNING IN HEALTH

2.1 THE 1990 CONCEPT PAPER

Hr. D.H. Mbit1, Mr. James Khachina, Hr. George Kioko Wa Luka, Hr. J.K.
Hutai, Mr. Francis Mworia, Hr. Njorge, and Hr. G.H. Olum participated in a study
tour in August and September of 1990 that culminated in the development of a
concept paper laying out the main components of a health financing strategic
plan. This concept paper had three main components: revenue generation or
mobilization of financial resources; organization and structure of the health
sector; and efficiency, effectiveness, and equity in the use "of health sector
resources. Key goals outlined in the concept paper for each area are summarized
below.

2.1.1. Mobilization of Resources

The group focused on the need to increase the volume of resources available
to the health sector. Methods of doing so were the following: (a) increase fees
so that the contribution of cost sharing to the Ministry of Health's budget would
increase from 5 percent to 20 percent of recurrent costs by the year 2000; (b)
increase the contribution of social insurance through NHIF and the private
insurance industry by widening membership and increasing their contribution to
the total cost of medical care for members; (c) increase government contributions
from taxes by earmarking taxes on cigarettes, al cohol, and car insurance to
health.

2.1.2. Organization of the Health Sector

The government would encourage a variety of service delivery entit~es in
the health sector: (a) NGOs would be encouraged to continue providing services,
although without increased public assistance; (b) an effort would be made to
better understand (and accommodate) the role of private physicians and clinics
in providing services; (c) decentralization would be encouraged in the public
sector service delivery network.

2.1.3. Efficiency. Effectiveness, and Equity

The MOH would take the following steps to improve its operation in these
areas: (a) while the government service delivery system has a strong curative
focus that the group thought was appropriate, they agreed to emphasize preventive
services as a priority for new resources in the sector; (b) they agreed that
improving the efficiency and effectiveness of MOH health services required
emphasizing nonpersonne7 expenditures; and (c) a strong information basis was
called for to better target resources across districts. Considerable effort
would be expended on developing effective information systems, drug procurement
systems, and computer networks to increase the ministry's ability to manage its
resources effectively •

. The government has moved forward in all of these areas. Over the past two
years, efforts have focused particularly on creating an effective and fair cost
sharing program and assisting the NHIF to expand its capabilities as a financial
entity in the health sector. Both as part of the cost sharing program and as

10



part of the MOH's efforts to reallocate its resources, the ministry has
implemented policies to (a) ensure "additiona1ity" of cost sharing resources at
the facility level; (b) earmark 25 percent of those funds for primary/preventive
services, and (c) devolve some decision making to the local level. Efforts to
improve the allocation of resources between salaries and non-salary inputs have
begun. Adialogue has been opened with the private sector.

The current strategic planning document builds on the work of this group
in a tumber of ways. First, it has already developed a framework ,in which all
pieces of the concept paper fit logically. Second, it proposes to make the
strategic ,plan a living document by making it the outcome of a regular pro,cess
of information gathering, debate, and decisions. Third, it proposes a more
explicit approach to social insurance and to interactions with the private
sector, including NGOs and private practitioners. Fourth, it suggests ways to
take advantage of interactions between the public and private sectors to achieve
national goals in health services.

2.2 HEALTH POLICY IN KENYA

The Ministry of Health has been working on a new health policy that sets
goals in a number of araas:

a. Reduce endemic diseases.

b. Encourage healthful behavior and reduce "lifestyle" diseases among
adults.

c. Reduce infant and child mortal ity.

d. Prepare for greater prevalenc~ of AIDS.

e. Increase access to health care for the poor.

The first two goals fall firmly within the public and community health
category in Exhi bit L SUCCeS!i in these two areas will have strong positive
impacts on the third and fourth goals, which require additional activities that
fall more within the preventive service category in Exhibit 1. Finally, the
fifth goal suggests that public subsidies for preventive and curative services
should target the poorest members of society. These goals for health policy are
completely consistent with those outlined on page 5 for the health financing
strategy. However, the health financing strategy, by addressing the whole health
system, can prOVide a wide range of policy tools to reach these health sector
goals.

2.3 ISSUES IN THE FIVE TOPIC AREAS

As part of the preparation for the strategic plan, background papers were
prepared in each of the five topic areas listed in Exhibit 3. In this section,
the major findings are summarized.
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Does Kenya spend enough on
health care? Exhibit 5 shows a
comparison of the percentage of
government budgets devoted to
health for a sample of African
countries, inclUding three of those
shown in Exhibit 4. The countries
are ordered by increasing per
capita GDP. The range is from the
poorest countries in the world,
Tanzania and Ethiopia, with GOP of Zimbabwe

about $115 per capita, to Zimbabwe
and Botswana, with GOP of $640 and Botawana

$2,040 per capita (respectively) in
1990. Kenya is around the middle
of the list, with per capita income
of $370. On average, central
governments spent 6.0, 5.4, and 5.6 percent of their budgets on hea'ith during the
three periods shown in the graph. Kenya's spending in each period is above the
average, but it tends to be lower than in the countries with higher per capita
incomes. It is the only country for which the percent of the budget devoted to
health has fallen consistently over the period, from an average of seven percent

percent by diarrhea. 7 Thus well over half of the health problems that are
handled by curative services fall into the categories of public health problems
(vector or water-borne) and preventable problems.

Data on hospital admissions for three hospitals in or near Nakuru District
reveal a pattern of largely avoidable problems that is no less disconcerting than
the outpatient data. In N&kuru Provincial Hospital in 1989, a sample of patient
records revealed that burns, injuries and wounds, fractures, and malaria
accounted for 26 percent of inpatient admissions. At Naivasha District Hospital,
bronchial pneumonia, abortion, malaria, and burns accounted for 34 percent of
inpatient admissions. In Mercy Mission Hospital, malaria, pneumonia, abartion,
and measles accounted for 47 percent of admissions. In Naivasha and Mercy,
malaria and abortion accounted for 37 and 42 percent of admissions to the female
medical wards, respectively; malaria, wounds, injuries, fractures, and traffic
accidents accounted for 52 and 27 percent of admissions to the male medical
wards. In the pediatric wards, bronchial pneumonia and malaria accounted for 34
and 44 percent of admissions, respectively.9 These data suggest that a large
fraction of inpatient cases - by far the most expensive level of treatment in the
curative system- are preventable through other interventions.

Exhibit 5

7 Davies, Dt. Marcella (1990) Kenya Annual Report for January - December 1989. Nairobi: World Health Organization
Office.

• REACH Project (1990) Provinejal and Distrjet Health Services Study: Nakuru District Main Report. John Snow
Incorporated, Arlington, Virginia, USA.
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9 Exhibit S through Exhibit 7 are based on data from the World Bank World Development Report 1992. New York: .Oxford
University Press (1992), andon data from the United Nations Development Programme and The World Bank (1992)~
Development Indicators. The most recent year ranges from 1987 to 1989.
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in the fi rst period to s1x percent Exhibit 6
in the last period. As was stated
earlier, this trend is the result
of a strategic decision by the
government to emphasize spending on
the economi c sectors. 8 Tanzania

Exhibit 6 tra~slates these
figures into constant 1987 U.S.
doll ars. Kenya's spendi ng is
similar to countries that are about
at its 1eve1 of GOP per capi ta
(Ghana and Zambia). This graph
clearly shows, however, that the Zimbabwe

contraction in the percent of
government spending going to health
resulted in a real drop in
resources for the health sector in
the most recent period. With
continu i ng slow growth in the economy, it is 1i ke1y that there has been a further
contraction in real spending since the late 1980s.

Finally, Exhibit 7 shows a very rough estimate of the percent of GOP spent
on medical services and how it is split between government spending and private
spending for the most recent year. According to this graph, Kenya is spending
the smallest share of GOP on health
of any country in the group, but a
relatively high percentage of the Exhibit 7
total is from the central
government. 10

In summary, Kenya has
achieved relatively good overall
results in terms of health outcomes
for its population. It has done
this with an approximately average
1eve1 of government fi sca1 effort
in the health sector relative to a
sample of other African countries.
However, per capita spending by the
government in real terms began
dropping in the late 1980s, and

10 These estimates should only be treated as indicative. Central government spending as a percent of GOP wal calculsted,
then· it was lubtnctcd from total public and private spending on medical care in GOP, as estimated by the International
Comparison Proj"t, to get an estimate of private spending. The data are not from the same year for each country, although
it is probably safe to allumt' that these percentages do not change drastically from year to year.
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II The source of the budget numbers is calculations by David Collins of the Kenya Health Care Financing Project.

this trend is expected to continue, given the continuing economic problems and
past policy decisions outside the health sector. In the face of continuing rapid
popll,lation growth, public resources in the health sector are likely to become
more rather than less constrained. Health problems precipitating use of curative
services continue to be dominated by morbidity and mortality from ~reventable
infectious and parasitic diseases, accidents, injuries and abortions.
Furthermore, some areas of the country have lagged far behind others in improving
health indicators. Given this scenario, increasing or even maintaining the rate.
of improvement in health indicators will require great care in allocating public
resources, both across types of services and geographically.

What actions have been taken in resource allocation? First, the Ministry
of Finance has agreed as part of the Health Financing Project to maintain its
funding for the MOH at least at the level that prevailed in fYl988/89 (apparently
in nominal terms). Second, the MOH has committed itself to increase funding for
the Primary/Rural Health and Preventive/Promotive categories until they total
four to five percent more of the budget in FVl992/93 than in FYI988/89.

Exhibit 8 displays the distribution of the Ministry of Health's recurrent
expenditures for FY1988/89 and its recurrent budget for FYI991/92." Sixty-nine
percent of the bUdget in both years was spent on hospitals. Rural primary health
services are receiving an increased share of the budget in 1992, but this
increase comes almost entirely from the share devoted to preventive and promotive
activities in 1988. Putting these numbers in the language of Exhibit 1, the

Exht bt t 8 Distribution of Recurrent MOH Spending, Kenya FY1988/89 and FY1991/92

allocation of resources to curative care in hospitals remains high and unchanged
- consuming over two-thirds of the public budget. There has been some juggling
of resources between public/community health and preventive services to increase
the funding of rural primary care (Which, of course, includ~s cl inic-type
curative services), and the result may well have been a fall in real resources
devoted to pure public health activities.

Whil e these act ions respond to both problems - the pers i stent di sease
patterns that can be effectively battled through co~~unity health and preventive
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programs, and the uneven distribution of health gains - they have not yet led to
major changes in the budget, nor do we know if the intended actions go far enough
relative to the needs. The real issue in resource allocation in Kenya is a need
for allocations to reflect a strategy for solving disease problems rather than
the needs of the public infrastructure and current employment patterns in the
health sector. There are two major questions to answer. First, does Kenya spend
enough on health to lead to substantial declines in morbidity and mortality from
the disease probl ems it faces? Second, should 1arge changes be made in the
distribution of public expenditures among the health activities shown in Exhibit
11 The answer to the first question is relative: relative to other similar
countries, Kenya's level of support for the health sector seems reasonable. The
answer to the second question must be made in turms of Kenya's own disease
patterns, and it is currently unknown.

Tools to allow reallocation of resources are available but most have not
been used. Because much recurrent spending is predetermined by past capital
budgeting decisions, a capital budget that is consistent with health goals and
strategies for solving disease problems is an essential first step. Seeking non­
tax sources of revenue, especially to support curative services, can allow the
MOH to divert tax money toward public health services. Remaining tax-based
subsidies for curative services can be carefully targeted to the needy. Greater
coordination between the public and private sectors could allow the MOH to re­
evaluate its role in service delivery in some parts of the country and in some
parts of the health delivery system, again gainin~ more flexibility in m~king

budgetary allocations. All of these actions require that the MOH take a greater
role in policy formulation for the health sector as opposed to service del ivery,
which increases the need for information and policy analysis.

These points are summarized by the following gerleral guidelines for
development of a strategic plan in this area:

a. Increase the policy and cooraination role of the MOH in the health
sector.

b. Target public spending to the health needs of the population.

c. Reallocate publ ic spending toward activities with broad community
benefits and away from those that primarily benefit specific
individual s:

d. Broaden the financial base of the MOH and the health sector as a
whole through cost sharing, NHIF reimbursement, a~d planning for
foreign assistance.

e. Target curative care subsidies to the poor.

2.3.2. Efficiency in Service Delivery

The MOH and donors have been very interested over the years in measures to
ensure that public resources devoted to service delivery are spent effectively
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and produce services of reasonable quality. The Nairobi Area Study in 1988, for
example, found that there is considerable unexploited potential for increasing
the efficiency and effectiveness of curative nealth service delivery in hospitals
and urban health centers. The studies identified problem areas such as
inefficiellt use of existing physical capacity, ineffective deployment of staff,
inappropriate flow of patients,inadequate administrative and management systems,
and lack of accountability to organize and coordinate city-wide health services.
Improving efficiency in these areas is expected to require reallocation of
working hours, staffing, and functions of various service outlets.

The Provi ncial and Di strict Hospital Study (PAD:) focused on health
services in Nakuru District. Out of 59 MOH facilities, it studied two hospitals
(a provincial and a district hospital), three health centers, and four
dispensaries. It also studied one mission hospital and 1 Nakuru City Convnission­
owned health center. This study identified four types of problems in the
delivery of government health services: inadequate resources and planning, low
productive effi ciency, 1ack of expenditure contai nment measures, and low qual ity
of care. The PADS conclusions are reviewed here as an example 'of the general
prescriptions proffered for improving efficiency in the public system.

a. Insufficient resources and planning: The inadequate allocation of
financial resources to MOH facilities leads to problems that are
well known: repeated shortages of drugs and other supplies as well
as poorly maintained equipment, vehicles, and buildings. These
problems have at their base the inability of the MOH to adequately
fund the combination of buildings, equipment, and human resources it
has accumulated over the past 30 years to provide health services.
For example, NakuruProvinci al Hospital in FY1988/89 received 60
percent less than requested for non-personnel costs, and it
proceeded to over-spend its allocation by about 33 percent.

b. Lot' productive efficiency: -Excessive lengths of stay for some
patients and inappropriate treatment of others were observed in MOH
hospitals. These are two areas in which inadequate resources for
inputs are partially a cause of problems but also a result, creating
a self-sustaining cycle of inefficient resource use. long lengths
of stay (and poorly executed outpatient treatment) are caused both
by inadequate resources to complete tests and procedures in a timely
manner and by patient behavior. The study suggests attacking the
facility-based problems by providing additional funding for better
screening, treatment, admission planning, standardized treatment
protocols, and nonsalary inputs. Other related changes are to
improve the quantity and mix of medical personnel and support staff
through workload-based staffing norms and more autonomy over staff
for facility managers. It suggests reducing patients' incentives to
consume scarce resources by instituting a per-day hospital charge
for inpatients and an outpatient fee.

c. Lack of expenditure containment measures: Thi s study suggests that
many outpatients are seen in the wrong public facility because they
tend to refer themselves to the most expensive level of care-the
major hospitals. In addition, ~he study cites the inadequate
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delivery of preventive care services in the health system as a
reason for the heavy load of expensive curative care. It also
concludes that ineffective delivery of outpatient services causes
repeated use of the system and higher expenditures per illness
episode. In either case, the net result is a failure to contain
public expenditures on health services by spending the money in a
less-than-optimal manner.

d~ Low quality of care: The study suggests that there are problems in
the quality of care del ivered to patients, including poor
identification of symptoms, inadequate use of diagnostic tests, and
poor prescribing practices. Curiously, the public hospitals in the
samp1e performed worse on all of these cri teri a for qual i ty of
outpatient care than did health centers and dispensaries. Another
indicator of low perceived quality of care cited by the study is the
general decline from 1987 through 1988 in the number of new patients
using MOH facilities, despite a growing population.

Recommendations for corrections include: increased allocations for
nonpersonne1 inputs, improved use of the exi st i ng referral network to put
patients at the least-cost level of service appropriate to their needs, increased
volume and quality of information available to managers, and increased authority
of facil ity managers over their resources (i ncl uding personnel). 12 Kenya has
acted in all areas. It is using the cost sharing initiative to increase funding
for equipment and supplies, it is expecting differential pricing across
facilities to improve use of the referral network (more expensive hospitals
charge higher prices than lower level facilities), it is studying health
personnel needs and is developing utilization-based staffing norms, and it is
increasing the autonomy and accountability of facility managers.

Beyond these actions, there are several issues to discuss in terms of the
strategic plannlng exercise. First, all recommendations for improving quality
of care and efficiency in the public sector require more money. Problems with
qual ity are almost always related to shortages of necessary inputs, be they
medi ca1 supplies, equ ipment, maintenance, standard treatment protoco15, trai ni ng,
or additional personnel. These inputs cost money above and beyond the current
costs of operating the system. Second, the public sector is strapped by
incentive problems 1n trying to improve the efficiency and quality of service
delivery. This is a general problem governments face, and the reasons for it are
well known: low pay, permanent tenure for public employees, centralized decision
making, and little power for the client over the system (among other reasons).
Third, assuming these problems can be overcome, any improvement in quality and
efficiency \0;111 result in increased use of the affected public facilities,
causing the same cycle of probl ems to start again (unless the government can
continue to raise budgets!). Thus the problem of inefficiency and low quality
is likely to plague government services permanently, and policy changes can only
be expected to result in marginal or temporary improvements.

12 It .hould be noted that these same problems are observed, and virtually the .ame corrections are prescribed, for public
health care facilities no maUcr what the country or its ideology and no maller whether it is poor or rich. Kenya is not unique
in facing either the problems or the propOsed solutions.
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Fourth, the problem of recurrent costs is also one of capital planning and
spendi ng - what size infrastructure can the system support wi th recurrent budgets
that it can reasonably expect to receive in the future? It is evident to all
observers that the current system cannot be supported by the MOH budget to a
reasonable level of efficiency and quality. Attempting to solve this problem
partially through the cost sharing program makes sense. However, it is only a
partial solution. Some facilities will thrive under cost sharing; others will
wither. Should the MOH subsidize the thriving ones, or should it start to
redirect subsidies to the weaker institutions? However, on what grounds should
it raise subsidies to institutions which are not supported by a client base
willing to pay for services? Eventually the problem boil s down to one of
resource allocation - shouid the MOH operate a Widely dispersed system that is
poorly funded, or should it pull back and operate a smaller system that, through
a combination of subsidies and fees, can effi ciently produce services of
reasonable quality?

Fi fth, the MOH can solve some of the endemi c problems of qual ity and
efficiency in service delivery in the public sector by making greater use of the
private sector. This can be accomplished in two ways, by (a) contracting for
inputs from the private sector, and (b) paying for services to patients who
receive care in the private sector. The first option ranges from small things,
like contracting for maintenance and janitorial services on a competitive basis,
to contracting for facility management. The orientation must be to identify the
most severe bottlenecks to efficiency and quality and find alternative
techniques, such as contracting out, to elicit the desired .improvements. The
ultimate form of contracting out is to sell public facilities to the private
sector, convert them to independent status (such as has been done for KNH), or
to dispose of facilities that cannot be justified based on economic criteria.
The second option means focusing public subsidies on patients rather than
institutions to serve them.
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To illustrate one option, in Exhibit 9
Nakuru, the government spent Ksh.
68.9 per outpatient in FY1988/89 at
Nakuru Provincial Hospital, but
that patient probab1y recei ved
lower-quality service (at least in
terms of accuracy of diagnosis)
relative to that received in other
hospitals and clinics. Exhibit 9
shows how. Unit cost per
outpatient visit appears on the
left for the three hospitals and
the 1east expens ive MOH health MOH H,alth C,nla,

center and dispensary. On the
right is the percent of a sample of
outpatient diagnoses in which the
symptoms were well identified,
based on a review by a physician.
By subsidiZing specific patients
rather than this institution, the government could have allowed them to choose
any other provider in the group and receive a higher measured quality of care.
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The facH ities would have to compete for the patient to receive the subsidy
provided by the government. The NGO hospital, in particular, could have treated
almost 10 outpatients for the cost of on~ in Nakuru Hospital and done a better
job. Obviously such a comparison is not perfect and is affected by case mix and
other factors. However, the general point that subsidies to the patieQt rather
than to a facility can result in lower costs and competition on quality of care
is consistent with the evidence. 13 Exhibit 10 presents similar evidence on the
inpatient side. It compares the unit cost of maternity cases and medical ward
cases across the three hospitals in the sample. The same pattern emerges. The
MOH could probably save money by paying for care provided in the NGO hospital,
rather than providing the services directly through its own system. 14
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There is very little evidence Exhibit 10
about the quality and cost
tradeoffs between public and
private sector facilities in Kenya.
A recent effort for NHIF to assess
quality of care and costs in 14 N.kuruProvlncl.1

hospitals found that MOH hospitals
tended to rank in the lower half of
the qua1i ty sca1e - government N.lv••h. DI.trlol

hospitals made up four of five
achieving scores below 50 percent
on the assessment. Only one
government hospital exceeded the 50
percent mark, while eight private
or NGO hospitals did. 16 Daily
inpatient cost estimates appear to
be positively correlated with
quality, but not perfectly. In addition, government hospitals tend to cost less
per bed than comparable private hospitals and have lower quality. The results
suggest thattfigher-qual i ty services probably cost more than lower-qual i ty
services, whether in public or private hospitals, which is somewhat at odds with
the Nakuru District data. However, this study looked only at overall inpatient
costs; there is no analysis of outpatient costs. The eVidence merely suggests
that much more needs to be known, and very specific questions must be asked and
analyzed before making policy changes.

Thus the issues of efficiency and quality as well as the role of resource
allocation, the role of management, and the role of the public and private
sectors in solving them are very complicated. T~is area merits attention in the
strategic plan, experimentation and evaluation of alternative approaches, and

.s Exhibit 9 is derived from the Provincial and District Study.

14 The costs for volunteeror below-market-priced labor in the NCO hospital are not included in the cost comparison, which
may oventate the cost differential. However, one benefit of such a scheme is that the government is able to take advantage of
these subsidies to cut the cost 10 the ta~payer.

IS The source of this data is D consultant's report for the Kenya Health Care Financing Project by Slephen Musau and
Richard Siegrist.
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efforts to widen the tools and approaches available to the MOH for solving the
problems it faces. These points are summarized below:

• Improve criteria used when selecting among MOH curative services and
facilities to receive funding when making resource allocations.

• Improve productivity of MOH inputs into medical services, including
labor (allocating staff resources relative to utilization), capital
(develop capi tal budgeti ng plan based on demand for services,
competition, and other factors in the environment), and nonpersonnel
recurrent costs. The result should be improved efficiency and
quali~"y •

• Lower the cost per unit of output and create incentives for
improving the quality of MOH health services through contracting out
for services and inputs, increased autonomy but greater
responsibility for performance by local managers, improved support
services to facilities and personnel, and improved financial control
and inventory control.

2.3.3. Cost Sharing

It has already been mentioned that cost sharing was one of the important
strategic decisions made in the health sector during the 1980s. Perhaps the most
interesting aspect of the cost sharing initiative is the long period of time,
essentially the whole decade of the 1980s, during which the policy was developed.
Implementation is now proving to be an equally difficult and long-term process.
Cost sharing was one aspect of a larger policy initiative, also discussed above,
to increase the MOH's flexibility in reallocating resources and to improve its
ability to meet patients' needs in the curative system.

The cost ·sharing initiative is still in its infancy, although it had a
tumultuous birth. Small fees had always been charged by the MOH for specific
services, such as an adult inpatient fee, some x-ray fees, and fees for
prosthetic devices. These fees were rarely enforced, were extremely low, and
produced very little income - less than three percent of the MOH bUdget in a
typical year. The cost sharing initiative in December 1989 raised these fees and
added a general outpatient fee throughout the MOH system, from hospitals down to
the health center level. Collections from these fees were projected to increase
from about five percent of the MOH budget in 1993 to 20 percent once the program
was solidly institutionalized. A system of exemptions (classes of patients
permanently and completely exempt from the fees, including children under 15, the
mentally handicapped, prisoners, certain civil servants, and a number of other
groups) and waivers (30-day exemptions based on income) was instituted to protect
vulnerable groups. Responsibility for adjudicating exemptions and waivers rests
with the facility.
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Exhi bi t 11 Example of Change in Outpatient
Utilization Precipitated bv Cost Sharing
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•6 Exhibit 11 is the result ofanalysis by Jono Quick of the Kenya Health Care Financing Project•

The outpatient fee was
suspended on August 30, 1990, after
nine months. It was reinstated in
provincial hospitals in January
1992, and in district hospitals in
July 1992. There are two important
questions for the strategic
planning exercise. First, despite
the short and incomplete history of
the initiative, is there useful
information about how it has
performed rel ative to its goal s7
Second, what mid-term corrections
are merited to resolve the
important bottlenecks that have
arisen? The following list takes
each major category of desired
outcomes for the initiative and
discusses what we know about these
two questions:

2.3.3.1. Increased Resources for Health Services

•7 If facility revenues increased by 10 percent and patient volume fell by 30 percent. resources per patient would have risen
to 1.57 times the previous level.

The cost sharing initiative was intended to increase resources available
for health care~ Before being suspended, collections were running at about 3D
percent of projections, so they accounted for considerably less than the initial
goal of five percent of the MOH recurrent budget. However, at the facility
level, the increase in fees was connected with a large drop in utilization by
outpati~nts (ranging from a 31 to a 45 percent drop in eight provincial hospitals
from December 1989 through August 1990, see Exhibit ll}.16 The simple
mathematics of this situation implies a substantial increase at the facility
level in the ....esources available to serve each remaining outpatient. 17 The
early experience of the provincial hospitals also suggests a slow recovery of
utilization after the initial shock of the fees, although it never returned to
pre-fee levels (see Exhibit 11). If utilization does rebound throughout the
system, revenue projections may eventually be met, but resources per patient will
fall back toward the original level. However, for the future, this experience
makes plain that util ization and revenue are related: if the MOH wants to
achieve a certain revenue goal, prices must be set in a manner that will achieve
it by taking into account the behavioral reactions of the cl ients. Setting
prices is thus the key variable, and this means setting relative prices across
types of facilities, across services within facilities, and across clients who
use the facilities, using considerable information and analysis .



2.3.3.2. Reallocations of MOH Spending

By providing facilities with partial funding of their own, the cost sharing
initiative was expected to allow the MOH to reallocate tax-supported expenditures
toward services with greater community-wide benefits, especially those that could
be targeted to the health problems of. the rural population. Exhibit 8 indicates
that there has been no change in plans for overall allocations to the combination
of rural primary services and preventive/promotive services, although there have
been rea11 ocations between the two. However, success of the cost shari ng
initiative does guarantee some additional funding for rural services, because 25
percent of facility revenues are earmarked for this purpose. These funds are
channeled through the District Health Management Boards.

2.3.3.3. Improved Equity

The cost sharing program was expected to better target publ ic subsidies for
curative care to the poor by waiving fees for them or charging them at a lower
rate. This is an explicit element of the structure of the program. However,
three types of prob1 ems have ari sen. Fi rst, in react ion to the type of
information shown in Exhibit 11, a question has arisen about the identity of the
approximately 30 percent of patients who ~topped using the public sector after
implementation of the outpatient fee. Were they the poor? Did they use other
providers or none at all? Did they need health care and not get it? While there
is much speculation, there is little hard knowledge about this issue. Second,
most faci 1it ies have not made use of the wa iver system because of expected
problems of enforcement. The result is that almost all patients are required to
pay in facilities where fees are currently enforced. Third, the exemption system
exempts a whole class of patients - civil servants - who account fora large
share of formal sector employees in the country and are relatively well off. The
overa11 resu1 t may be that the cost shari ng system wi 11 have perverse impacts on
the distribution of subsidies for curative care rather than improving this
distribution. These questions need informa-tion and analysis, which should result
in mid-term course corrections.

2.3.3.4. Improved Quality

Improvi ng the quali ty of servi ces at the facil ity 1eve1 was to be
accomplished through reduction in utilization, retention of fees, and
decentralization of decision making to the district and facility levels. The MOH
has pushed hard to realize these innovations by creating facility-level
committees (Executi~e Expenditure Committees) and the District Health Management
Boards to govern expenditures from the new funds. It allowed retention of 75
percent of fees, with the other 25 percent staying in the district.

Problems that have arisen and need attention through the strategic planning
exercise are fairly obvious from this presentation. First, to achieve revenue
and ut11 izat ion targets, much more must be known about how to set pri ces for
services and how to allow prices in the public sector to reflect local market
conditions rather than being uniform throughout the system. Second, the cost
sharing program includes many instruments that will affect resource allocation,
but only at the margin. Institutionalizing cost sharing, however, will allow the
MOH to move aggressively now in reallocating resources toward public health
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services, because it provides curative institutions with a mechanism to make up
reductions in their tax support in the future. The MOH has the option, if it
chooses to exercise it, to begin to plan for major budget shifts that will give
curative institutions a greater incentive to manage their own affairs efficiently
and raise revenues to finance their operations. Third, equity is a major
problem. The exemption and waiver system has some built-in, glaring inequities
that merit correction. For example, the goVeriiment may want to subsidize health
care for civil servants, but is that a national health policy or a compensation
issue? More than likely, it is the latter. In that case, the employing ministry
shoul d pay the bll1; it shaul d not come out of the nationa1 health budget.
Finally, a problem that will arise from the fee retention policy is that we11­
used facilities in high-income areas of the country will become stronger while
those in poorer areas will fall further behind. In the future, subsidies to fee­
collecting curative institutions will have to take into account the unequal
ability of these institutions to raise their own revenue.

As far as the impact on cost sharing of the strategic planning exercise is
concerned, the following points merit consideration:

a. Increase revenue from cost sharing through improved incentives for
collecting revenue, an expanded fee structure, and increased prices
where appropriate.

b. Improve the targeting of waivers and exemptions by revising the
exemption criteria.

c. Improve the data and ana1ytic bases for determi ning pri ces and
subsidies in the MOH curative system.

2.3.4 Private Sector

The MOH's historical concern with service delivery and extension of the
public system throughout the country has created a situation in which it has made
decisions about its own service delivery network with little or no attention to
alternative providers. However, a large charitab1 e sector, which is widely
dispersed into rural areas and among poorer populations, has existed 'in Kenya
since colonial times. These NGOs have received subsidies from the MOH targeted
to about 30 percent of their total operating costs. A vigorous private for­
profit sector has developed over the past 20 years, and it was given a boost in
the late 1980s, when governmental clinical officers and nurses were allowed to
engage in private practice to augment their incomes.

Exhibit 12 shows ownership of each level of health facility in the country.
Although MOH facilities play some role in providing public health and preventive
services, virtually all have a primarily curative function. Exhibit 15
aggregates the categories in the table and shows how the system is distributed
among hospitals, health centers, and dispensary-type facilities. Obviously the
system is dominated by lower-level facil ities, with hospital s accounti ng for less
than eight percent of its facilities. Furthermore, hospitals make up an even
small er proport ion of the government syst~m, account ing for 1e!iS than seven
percent of the facilities (these few facilities absorb almost 70 percent of the
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recurrent budget, however). Exhibit 13 shows more clearly the composition of
each bar. The government owns less than half of the hospitals, about 70 percent
of the health center-level facilities (clinics in the graph), and just over 60
percent of the.dispensary-level faciliti~s.

Munici-
TYPE MOH Hi ssion Private pal ity TOTAL
Medical Centre 4 1 2 0 7_. . H_._ H_ _ ••,__ __..__.._.

Hos'l.it~__. ..__~8 34__~ SO__.__ _....! _.._ J..~.~..__.
_Mat~.rn i t:Y._Hom~__.__._._._._ _.._ _?. .._.l. , _.__16_.~ _.._ ?.._ _ _?.~__ __.
Nur~ i ng_~!!1..~ _, _ ._.._ _._~__ __. ._.l__.._.._._f~__ _ , _~ _..,..__ _...J!_ __.
Health Centre 311 23 60 25 419_._---_..---..__._._ __._--_ __.__ -- _.._ _ _ _ - _.

...~!!!-H!.~1tl!_£~.!1t~.~_ _ _-_ !.? - ..__!..__ _ :t. .._._ _~ __ _~.Q. _ .
•R. H.T..:..~ _..__.._. __ __.._? _..,._ _.._!.__._ _~_ __ _._ ~..__ _ _.?.._._. .
R.H.D.C. 31 0 0 0 31.._ _ -_.._ __ _ - .._.._--_ _.., __ , .

..0i .~.P.~.~~.~!>.' ~.??. _ !~.Q _ ~.!..~ ?.!. " J~.!~_ .
Health Cl inic 5 2 16 43 66
Total 1445 233 582 109 2359..........._ .
Percent of Total 61 9 25 . 5 100
Note: Draft data subject to revision based on 1992 resurvey of health facilities.
Source: HIS, MOH, 1990.

Exh1 b1 t 12 Public and Private Ownership of Health Facilities, 1989

Exhibit 14 shows the distribution of facilities across provinces on the
left, with the bars divided between MOH facilities and all others not owned by
the MOH, including mission, private, and municipality-owned facilities. On the
right side, the bars show the number of facilities per 100,000 people in each
province, with the provinces
arranged in increas ing order of Exhi bi t 13 Distribution of Ownership of Hospitals,
densHy of faci 11 ty coverage. It Health Centers, and Dispensaries, 1989
is interesting to note that Coast
Province, which has persistent and
severe health problems, has the
highest density of curative
facilities to population. The
other two severe1y 1agg i ng
provinces, We~s1;2rnand Nyanza, rank
low in terms' of coverage by
facl1 ities (both publ ic and DIIIIl.n..,I••

private). Apart from this
observation, MOH facilities largely
complement the distribution, at
least on a provincial basis, of
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Exhibit 14 Distribution ofOwnership of Hospitals,
Health Centers, and Dispensaries, 1989

Exhi bi t 15 Number and Ownership of Hospitals,
Health Centers, and Dispensaries, 1989
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non-MOH facilities. Both are
distributed throughout the country.
Rift Valley, which has the highest
concentration of non-MOH
facni ties, also has the hi ghest
concentration of MOH facilities.

Other data suggest that NGO
and for-profi t private facni ties
tend to be located in different
areas, that about half of private
phys1cians are located in the four
major cities, but that only 12
percent of private nursing
personnel are in these cities
(suggesting that they are
substitutes for private physicians
in rural areas). There are tWl?
ways to look at the size and
distribution of the private sector
relative to the public sector. One
way is to ask how to use the
private sector to increase coverage
in provinces where the facility-to­
population ratio is low. A second
way is to consider how to redeploy
some public reso'urces from areas
well covered by the private sector
to under-served areas, thus
reducing competition for paying
patients in the densely covered
areas and allocating public
resources where the need is
greatest.

This type of thinking brings up the issue of constraints on the development
of the private sector. These include, in addition to competition from the MOH,
lack of capital markets for health care providers, heavy taxation on drugs and
medical equipment, and requirements for many different licenses and permits to
start business and to remain in business. These problems are partially offset,
at least for hospitals and nursing homes, by the availability of NHIF
reimbursement as a steady source of income. In addition, there is little or no
contracting with private firms, medical facilities, or personnel for services by
the MOH, which fragments and limits the size of the market they can serve.

As part of the strategic planning process, it is an appropriate time to
consider public and private roles in the health sector. This area is a key
element in the conceptual framework for the strategic plan and is the primary
afea of poliey that can help the MOH reach several of its goals: an ability to
redirect its spending to public health problems ~~d to the poor, increasing the
efficiency of curative care provision,and improving the quality of care



available to a population whose incomes and education levels improve at rates
faster than the MOH can respond to with additional resources.

Achieving some of these goals will require action in several areas in which
there has been little innovation to this date:

a. Create enabling environment and reduce government-imposed cost of
practicing medicine in the private sector.

b. Increase demand for private sector services by reducing competition
from the public sector, strengthening social financing, and through
direct purchases of servic~s from the MOH.

c. Improve the quality of services from all providers while attempting
to reduce costs to patients of medical care, irrespective of
provider, through generic drug laws, standard medical procedure
manuals, and close supervision of quality by the NHIF.

d. Widen policy formulation process in the MOH to include all
stakeholders: employers, consumers, private/NGO providers.

2.3.5. Social Financing

Another area in which there are opportunities for policy development is
social financing, as defined earl ier. Kenya, along with Zimbabwe and South
Africa, leads Sub-Saharan Africa in development of social financing mechanisms,
principally due to the creation of the National Health Insurance Fund in 1966.
There are three other types of risk sharing mechanisms. One set is employment­
related (as is the NHIF) and includes private insurance, worker's compensation,
and direct coverage by employers through their own facilities. A second is
community-based plans, which include the Harambee movement and activities under
the Bamako Initiative. Athird, of course~ is the MOH, which acts as insurer of
last resort for the population by offering free or very low-cost hospital
services.

The government-administered NHIF is the key feature of this social
financing system. It covers people who have regular, taxable wages, it is based
on a payroll tax, and it reimburses hospitals for inpatient care only. NHIF has
a number of problems. It is financed by a regressive tax structure, it provides
low benefits for inpatient care, it has weak administrative mechanisms that
result in long lags between hospital stays and reimbursement, it provides few or
no incentives for providers to meet high standards of quality, it has accumulated
large surpluses that bear no relation to the claims volume it faces each year,
it provides no choice to beneficiaries about the level of benefits they desire
and are willing to pay for, there is little knowledge of how NHIF funds are spent
relative to the health needs of its beneficiaries, and management of the fund is
not open and transparent to the pub1 ic. In short, beneficiaries complain of
receiving low benefits at high cost from this government monopoly.

On the positive side,theNHIF is an institution with a long experience in
handling third- party payments for health care. Kenya is not in the position of
haVing to invent such an institution; rather it has to reform an existing one.
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In addition, NHIF has had a tremendous impact on development of the private
sector by encouraging development of private hospitals, maternities, and nursing
homes while also providing a source of income for mission hospitals as both
donations from abroad and support from the MOH have declined. NHIF has helped
to expand options in service delivery in Kenya by helping to finance a private
hospital system that exists in few other African countries at Kenya's level of
income.

For the MOH to realize its goal of moving more curative care financing to
user fees, invigorating the social financing system is essential. If it is also
interested in strengthening the private sector, the importance of social
financing becomes even greater. What must be done? There are two basic areas
of intervention: (a) Widening the beneficiary base beyond the formal sector of
employed people, and (b) improving the benefit package. Accomplishing these
goals will require, but also result in, major changes in the social financing
mechanism and in the health sector as a whole. For NHIF, success of the MOH in
achieving its goals requires considerable strengthening of the institution,
including solutions to the problems noted above. One possible tool to increase
NHIF's incentive to reform itself is to put it in a more competitive environment.

Expanding the beneficiary base means finding mechanisms to bring more
farmers, service sector employees, and others with irregular or noncash incomes
into the system. SolVing this problem means identifying well-established groups,
such as cooperatives, that can be brought into the system. Doing so will require
new contributory mechanisms.

Increasing benefits requires moving beyond a minimal set of inpatient
benefits to include outpatient and preventive services. An increase in benefits
will require new methods of paying for (options for capitation) and delivering
care (networks, groups, managed care) under NHIF or other social financing
mechanisms.

These innovations require a long-term perspective. Their impact will be
felt first in urban areas, which will allow the MOH even more freedom to pursue
a reallocation of its resources to those not yet participating in NHIF or other
social financing mechanisms and to rural areas.

It should be noted that the NHIF is currently developing its own strategic
plan. A workshop in May 1992 discussed approaches to: (a) changing the
reimbursement system to a prepayment scheme to reduce the administrative
bottlenecks, incentive problems (for hospitals and doctors), high transaction
costs to the beneficiary, and quality of care/cost of providing
care/reimbursement problems that characterize the current reimbursement system;
and (b) expanding coverage to more of the population. Aworkshop in May 1992 on
the overall MOH strategic planning exercise, which ;s the concern of this
document, concluded that NHIF should also be concerned in its strategic planning
with its low benefit-to-contribution ratio, lack of transparency in its
management and dealings, low payout and consequent accumulation of reserves, and
its role as a financing mechanism for the country as opposed to its members only.
The social security system was also cited in this session as suffering from many
of the same faults.
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The following points summarize the main strategic issues in social
financing:

a. Increase available benefits of private and NHIF insurance plans and
expand choices for consumers by increasing competition among
insurers for clients.

b. Increase population covered by health insurance by extending
coverage to new groups and by developing low-cost plans for poorer
clients.

c. Take other steps in administrative reform, claims processing,
li censi ng standards, co11 ecting premi ums from members, and
alternatives to NHIF to achieve (a) and (b).

2.4 CONCLUSION TO BACKGROUND SECTION

This section has reviewed activities related to strategic planning that
have already taken place, and it has assembled information in each of the
technical areas into which the strategic planning exercise has been divided.
Previous activities, including the MOH's concept paper for a health financing
strategic plan and the formulation of its new health policy statement, are
building blocks on which the current work is based.

The background information in the technical areas provides details of some
problems in the sector, but also evidence of action by the MOH in almost all
problem areas in which it has traditionally involved itself. Atheme that arises
again and again in this section, possibly due to the emphasis on it in the
conceptual framework, is that resource allocation decisions by the MOH affect
every technical area. Decisions by the MOH about how to allocate its resources
among the three·types of health activities·can have a large impact on the health
of the beneficiaries in the existing disease environment of the country.
Decisions about how to allocate resources within the curative care system,
especially regarding hospitals versus other types of facilities and Widespread
versus concentrated systems, affect every dimension of service delivery.
Development of the private sector and the demand for social financing mechanisms
are affected by the degree to which the MOH crowds out these competing providers
and financial mechanisms. Resource allocation decisions also affect efficiency
and quality in the public system, because one of the main determinants of both
is the s·lze of facility bUdgets. Cost sharing, development of the private
sector, and development of social financing all provide additional instruments
to the MOH. They allow the MOH more flexibility in making.resource allocation
decisions that respond more directly than they do today to the disease patterns
of the population, and to the need for more public health and preventive spending
from tax-generated funds. Each of these instruments also provides a means to
improve the efficiency of service delivery and quality of curative care.

Tho area in which there has been the least development is in the
information base on wh i ch resource all ocat ion deci s ions are made. Budgeting has
always been accomplished in an incremental accounting framework (with bUdgets
generated by facilities and raised or lowered by small amounts annually), rather
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than in a program budgeting framework, in which careful consideration of the
appropriate role of government as well as health sector goals and needs
determines why and at what level programs are funded. In addition, there has
been relatively little explicit attention paid to the potential role of the
private sector or to publ ie-private interactions. Apart from the initial
development of the NHIF, there has also been little attention paid to
strengthen;ng social financing mechanisms. In contrast, considerable resources
have been devoted to the cost sharing initiative and to analyzing efficiency and
management issues in KNH and at the provincial and district levels.
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3.0 BUILDING THE STRATEGIC PLANNING FRAMEWORK

This section proposes a framework for strategic planning. This framework
builds on the previous sections and depends heavily, in addition to previous work
by the MOH, on a strategic planning workshop held during May 1992.

3.1 A PROPOSAL FOR INSTITUTIONALIZING STRATEGIC PLANNING IN THE NOH

If the strategic planning exercise follows the approach developed in this
paper, the result will be (a few months hence) agreement on the main problems
faced in the sector; priorities among technical areas for spending scarce
resources on information collection, analysis, decision making, and forward
planning; and development of action plans;n each technical area. Following
through with the strategic planning exercise therefore requires that it be
institutionalized in the MOH at the level of the Permanent Secretary or his
immedi ate assi stants. Responsi bil ity for development of work pl ans in each
technical area must be delegated, along with bUdgetary authority and other
resources to carry out the work. In some cases, the work may be further
development of policy options through data collection and analysis (e.g.,
developing a five-year plan for program bUdgeting and reallocating MOH spending),
running workshops (e.g., prioritizing needs of private sector providers for legal
and regulatory reform), performing 1egal work (e.g., revi si ng regul ati ons,
developing standard contracts for vector control, janitorial services, part-time
physician consultants, or for management of public facilities). Work may also
include assisting in personnel development (e.g., training managers in capital
budgeting and developing program budgets); 0)" performing policy analysis (e.g.,
developing criteria for choosing between performing tasks in-house or contracting
for services, estimating the costs and benefits of contracting for services,
developing strategies for vector control, or developing decision rules for
choosing between vertical and facility-based public health prograrns). The MOH
already has the capability to perform some of this work and'is investing in a
planning and evaluation office. Strategic planning will, however, create new
demands for information, for measurement of progress, and for analytical work.

In addition, it is suggested that the MOH plan an annual strategic planning
conference in which progress against goals is discussed, new analytical work is
presented, follow-up plans are presented and debated, and implementation plans
are discussed in each technical area. An annual report is an appropriate output
of this work, and it should eme\"ge following the annual meeting. Management
meetings should convene, perhaps on a quarterly basis, to monitor progress on the
year's implementation plan. All of these activities require that personnel and
financial resources be set aside to institutionalize the MOH's strategic planning
capabi 1i ty.

3.2 STRATEGIC PLANNING PRIORITIES

This document has suggested goals for the strategic planning process and
considered the technical areas into which policy initiatives can be divided.
Exhibit 16 displays goals down the left column and technical areas across the
top. In the body of the table, there are marks in cells where there is a primary
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connection between achieving the goal and the policy tools available in each
technical area. If there is agreement about the placement of the marks, there
should also be agreement about developing priorities for action by the MOH across
the technical areas.

One obvi 6us resu1 t of thi s exercise is that improving effi ci ency and
quality in government curative services is of relatively low priority in terms
of achieving the goals. For it to matter more, additional goals would have to
be defined. Even if that were done, though, would the additional goals be of
higher priority than the ones already included? Probably not. The only area in
which there is some cross-over between efficiency and the desired outcomes is
with the goal of putting more delivery and financing of curative services into
the private sector. The expected result would be more efficient production and
higher-quality services. The policy tool involved is figuring out criteria on
which to make decisions for moving services into the private sector. This is not
to say that efficiency and quality are not important, only that they figure into
the strategic goals in a specific and narrow way. Obviously, to the degree that
the MOH continues to provide curative medical services, it will continue to
devote much of its time internally to this issue. But from a more gene'ral policy
perspective, efficiency is more of a narrow management issue that has a place in
the strategic plan insofar as it creates a potential link to the private sector.

Most of the other marks in the table should be self explanatory, and the
preponderance of black circles favors three areas: . resource allocation, private
sector development, and development of social financing. Strengthening the
private sector and social financing have strong effects on each goal, principally
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by giving' the MOH flexibility to focus its efforts in areas other than direct
service delivery. Resource allocation in the MOH also has impacts across most
of the goals, as discussed in detail above, in the conclusion to the background
papers. Cost sharing has important secondary impacts on the last two goals on
the list, but its primary effect is on the MOH, in allowing it to improve the
efficiency and equity of its spending.

The result of this analysis is largely consistent with discussions that
occurred during the May workshop. As a final act in the workshop, three breakout
groups were asked to identify priorities among the technical areas for action
under the strategic plan. They did ~ot have the benefit of having gUidance from
the framework presented in this document or a specific set of goals for the
exercise. However, they had just finished one and a half days of discussion
about the technical areas and health policy, and their conclusions mirror those
in Exhibit 16. Group 1 identified as actions that would improve health care
financing in Kenya: (a) an enabling private sector environment, increasing
resources available for pub1 it and private sector health care through cost
sharing and social financing, MOH divestiture of facilities, support for the NGO
sector by the government, and privatization of the NHIF. Group 2 emphasized cost
sharing in the public sector and enhancement of social financing mechanisms to
support both the public and private sectors. Group 3 cited cost sharing, an
enabl ing private sector environment, comprehensive health insurance coverage, and
efficient resource allocation within the government as the major areas for
action. Virtually all of these reconunendations involve private sector action and
social financing mechanisms but with an implicit outcome of improved resource
allocation in the public sector.

For all practical purposes ,Exhibit 16 is a compact statement of the
strategic plan. It lays out a set of goals for sector finance and a broad set
of policy tools in the various technical areas that have revolutionary
implications for transforming the health sector. Just gaining agreement on this
or another set'of achievable goals and policy tools will be a major undertaking.
Exhibit 16 has the advantage of portability as well. It could be issued on
laminated cards to managers in the MOH. All management meetings could begin with
a reminder that decisions made by managers must be consistent with these goals.
Each meeting could end uith an appraisal of how well the results of it conform
to the strategic plan.

Thus a review of the goals is merited. The first strategic goal is to
reform the Ministry of Health to give it a strong policymaking function and to
reduce the relative importance to it of its service delivery function. This is
a major change. The second goal, to reallocate public spending to public health
and preventive services, would result in a major reorientation of public sector
spending. The third goal, retargeting public subsidies for curative care to the
disadvantaged, will require a new orientation in budgeting for curative services
as well as information and analysis unlike anything currently available to
decision makers in the MOH. The fourth goal, to strengthen the private and
charitable sectors, is completely new territory for government policy in the
health sector. The fifth goal, encouraging .other mechanisms to finance curative
health services,is also a new orientation for the MOH. In addition, the array
of policy tools described in each technical area widens the scope and
sophistication of health policy. Acting on these goals using the whole array of
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po11cy tools will invo1ve many outs ide groups interested in health po11cy,
including employers, insurers, private providers, and consumers.

One could state quantitative measures of progress in achieving each goal,
but at this level of generality, andgiven the shortage of information to support
specific measures of success, such measures would be arbitrary and unnecessarily
specific. Thus measures of success are relegated to the action plan, in which
actions can be specified and success measured.

3.3 ACTION PLAN

A set of first-year actions is suggested in Exhibit 17 by technical area.
This is the same type of table that would be the outcome of the yearly strategic
planning workshop, at which the work of the previous year would be reviewed,
goals for the next year would be discussed, and measures of success and actions
to be taken for the following year would be agreed to. In addition, decisions
made in each area during the previous year would be reviewed, and new decision
points and recommendations for decisions based on the analytical work would be
discussed. The result would be a rolling action plan based on the goals and
technical areas of the strategic plan, to be reviewed on a yearly basis. The
suggested action plan is self-explanatory and reflects what the author thinks are
the priorities for action in each area. As with Exhibit 16, this table is
deceptively simple. Each set of activities is easily a full year's work and
would consume a substantial amount of resources. If completed successfully,
these activities will allow policymakers to make informed decisions that are
consistent with the strategic plan, then to move on to the next step.18

.1 In addition, detailed lists ofactions derived from the May workshop arc included in Appendix 3.
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I Technical Areas for Poticy Initiatives
" Resource Allocation Stmngthening Private Seclor Social FInancIng Cost Sharing Efliclency

Goal for Year 1 FIVe-year plan for reaDo- Prepare plan to reduce re- Develop plans to ex- Improve methods to target Develop competitive con-
eating expenditures dundancy of public sector pand benefits 10 Include subsidies 10 the poor lracting procedures, identify

facifilies outpatient care, to ex- priority areall for contracting,
. pand beneficiary base, and begin eltperfmentlng In

and to develop atterna- high-priority areas
tive benefit
planlpremium combina-
tions

Development of Develop a program budget Develop a capital Invesment Benefits assessment, Atlirrty lo B..llS9SS cost sharing Strengthen mpabl6ty to con-
Health Care for the MOH, both capital plan that reduces redundancy planning, and cost esti- system's impact on !he poor tract out for services
Financing poncy and recurrent, incluOlI1Q a of public invesbnent (to be mation and to develop aplan to Im-
Tools cross·waIk to the accounting coordinated with the program prove targeting of curative

budget budget work) care subsidies

Information and Put MOH recurrent and Analysis of needs for public Feasibl&tf study for out· AnalysIs of Impact of cost investigationof successful
Analysis capital budgets Into the faciHlies by level, OlStrict by patient benefits, plan for sharing tIYough household examples of contracting pro-
Required program framework for the OlStrict; development of . extending coverage to SUNeys. analysis of JlIcing cedt.res In government and

previous 10 years; project criteria for rating public new groups; inplement- and exernp8oMYa1ver sys- adaptation to. needs of the
allernative budget paths for facifitles for the!r value to able plan for both tern, proposal for new polcles MOH, develap typologies for
1994-95 to 1999-2000 that beneficiaries; methods to lake and expected impact types of conlJaets, develop
reallocate resources to inlo account NGOs and evaluaUon strategy, develop .
public health and preventive private providers in public criteria and priority areas for
services; derive implications sector capital budgeting contracllng, develop evalua-
for future decisions tion plan

Measures of FIV9-year action plan for Plan for withdrawing and/or Production of a plan for New pricing, waiver, and ex- Procedures, lests, evaluation
success reallocations. with decision developing new public an outpatient benefits emption poUcies proposecUor plan, and ac1lJal contracts

points outlined, and with curative faciHties and pubHc demorlStration projec~ tesling, with an Imp/emenla- negotiated
agreement on targets and health offices by district with five-year plan for ex- tion plan, a monitoring and
methods to achieve them an action plan panamg benefiCIary evaluation plan, and criteria

base for success

FoBow-on Work Develop priorities for public Propose improvements to Options for privatizing Decentralize prlce·se16ng to Apply same JM)es of anal·
for Year 2 health spending through legal and regulatory envi· claims proeessing, facl&lies, develop guidelines ysis to deveJ6p criteria and

cost-benefit analysis ronment developing competition for setting prices In different tesllng for appropriate
forNHIF markets amounts of decenlraDzation

for pubic sector
management

Exhibit 17 Proposed Actions for Year 1



APPENDIX 1: MAY 1992 HEALTH CARE FINANCING STRATEGIC PlAN WORKSHOP SCHEDULE
HEALTH CARE FINANCING STRATEGIC PlANNING WORKSHOP
Thursday, 21 May 1992
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9:15
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10:15

11:15
11:30

12:00
12:45
1:45
2:00

4:00

Welcome and Introduction of Participants
Overall Introduction to Health Sector
Strategic Planning for Financing the Health Sector
General Discussion
Background Papers
Resource Generation &Allocation
Cost Sharing
Private/NGO Sectors
legal/Regulatory Framework
Tea Break
Background Papers
Social Financing
Efficiency
General Discussion
Lunch
Introduction: Working Group Session #1
Working Gr9up Session '1 (5 Groups, by Topic).
Task 1: Recommendations
Task 2: Implementable Actions
Task 3: Rankings or Priorities
Task 4: Prepare Report to Whole Group
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Reports from Working Group Session II
Group 1: Resource Generation &Allocation
Group 2: Cost Sharing
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Group 4: Social Financing
Group 5: Efficiency .
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Introduction to Working Group Session '2
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Introduction to Working Group Session .3
Working Group Session #3 (2 Groups)
Task 1: Potential Implementation Steps: 1992-94
Task 2: Review and Critique of Workshop
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Reports from Working Group Session '3
Group 1
Group 2
General Discussion
Next Steps for Planning
Closing
Cash Bar, Snacks, Continuing Discussion

4:00

4:30
5:00
5:10
5:20

10:00
10:30
10:45
11:00

12:00

12:30
1:00
2:00
2:15

HEALTH CARE FINANCING STRATEGIC PLANNING WORKSHOP
Friday, 22 Hay 1992

9:00
9:10





APPENDIX 3: DETAILED ACTION PLANS FROM THE STRATEGIC PLAN WORKSHOP

RESOURCE ALLOCATION AND GENERATION

Goal Issues Strategic Optioos or Implementable Actioos

Broaden the financial base of the MOH and the health I. Lack of adequate resources for financing health Increase generation of funds through cost sharing,
sector as a whole services NHIF reimbursement. etc.

2. Over-reliance on traditional sources - treasury,
donor, community Develop long-term plan 10 increase local, central, and

3. Lack of awareness and readiness to accept health foreign financing for health.
gains and partnership in health issues

Increase the policy and coordination role of the MOH I. MOH has responsibility over health - coordination Sector-wide orientation of the MOH: government,
in the health sector 2. Duplication of activities by various agencies and private, NGO sectors. Commitment to solving sector-

geographical areas wide financing problems, health policy and policy
3. Lack of support and enabling environment to health analysis, appropriate research for the whole health

sector (NGOlPrivate) system.
4. Lack of clear-<:ut commitment to a particular vision

of the health system for country to support
S. Lack of public investment program
6. Training and recruitment of personnel

Reallocate public spending toward activities with broad I. Observed and continued bias in emphasis on Reallocate public spending toward public health, eftvi-
community benefits and away from those that primarily curative services - lack of attention to cost- ronmental health, preventive services, health education.
benefit specific individuals effective aI~ocation

Accelerate the reduction in public subsidies to high-
level curative services

Target public curative care subsidies to the poor I. Over-emphasis on curative services versus PHC. Monitor beneficiaries of public subsidies; act to
Only accessible to and benefit rich. given tendency improve distribution
to be located in urban areas.

2. Miss geographical location of poor.

Target public spending to the health needs of the popu- I. Concentration on curative services Use mortality-morbidity data 10 identify priority expen-
lalion dilure areas

2. Lack of information and guidance on budgeting and
allocation in line with mortality and morbidity
patterns to target resources; identifying problems,
identifying interventions, and direct expenditure
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COST SHARING

Goal Issues Strategic Option•• or ImpIcmcntablc Action.----
Improve qua1il.,1 '.f service Staff rudeness/attitudes; cleanliness, equipment, bedding, drug Assist facilities to use cffo:tively the 75" withholding of

availability inadequate revenues; also 25" to PUC

Increase revenue from cost sharing l. Inadequate resources, especiaUy financial Improve incentives for coUccting revenue (keep it within the
2. Inefficiency in fmancial management department collecting it)
3. Lack of trained manpower and lack of incentives Expand fcc structure

Increase fcc levela

Increaac compliance, in particular claim forcefully from
NUIF

Improve planning and aUocation of cost sharing revenues Budget preparation; trained staff in planning; tearn Improve administration and management of facility-level
worle/coordination of disciplines lacking; Itructure needs to be funds
there from dispensary to MOU HeadqUl.lters and be
strengthened

Improve rational use of lhe heafib care system Rules; patients bypass Evaluate pricing strategy aerou facilities

Encourage utilization shifts

Better targeting of waivers to low-income patients Equity; difficult to identify cases deserving waivers Revise exemption and waiver criteria, Designate free clinics
for the poor, instead ofwaivera



PRIVATE SECTORINGOfLEGAL & REGULATORY ENVIRONMENT

Goal Issues Strategic Options or Implementable Actions

Create enabling environment and reduce government- 1. Multiple licenses required to open private health facilities ODMtop licensing
impo!led cost of (practicing medicine), providing health 2. High duties and taxes translate into high fee and hinder Reduction/consolidation of 1.UeI on Private for-prolit
service in the private sector. expansion of services in the private sector providers

3. Lack of resources available to the private sector
Equalize treatment of practitioners between public and 4. High cost of starting private services Amend or make provision fur Wliven of requirements
private sectora s. Imbalance between rural and urban location of private Introduction of UICSSJDeIIt¢lWDl for volunteer doctora and

services short-term consultanll
Reduce costs imposed by government on private practice Paperwork: Amalgamate and consolidate the fees, licenses,

and taxes required by govcmment

Customs Duty: Encounge nuallocation through Idected
remission of duties

Land Colli: Set aide public land in IUlI1 an:as for health
facilities.

Targeted reduction of duticll and taxes on imports for private
for-profit faci&ies and waiYerw for mission/church facilities.

Targeted subsidies for capital, personnel, and land cosll for
undcr-served areas

Enhance private sector role in curative care, freeing l. Government unable to provide sufficient services Gradual privatization of MOR curative serviccaI
government resources to enhance promotive and preventive 2. Curative services consuming resources better used in departmentslfacilitiea
services preventive care

3. Insufficient reSources targeted to the poor
4. Reduced charitable and donor resources available to

missions
S. Disparate treatment of personnel and facilities relative to

government facilities

Revitalize mission facility support Seconding staff; training of pemlMel; cross-subsidy through
increased reimbursement ratl:l from NHIF; favorable cUmate
for use of voluntal)' personnel

Reduce costs to patients of medical care irrespective of High cost of health care to general popUlation 1. Consider generic drug IaWl, standard medical procedure
provider

-
manuals

2. Bulk purchasing by the private sector
3. Introduce legal provision to establish central purchasing

for private sector to reduce cost to the patient

Increase demand for private sector services by low- income Low-income people cannot afford formal private sector I. Increase purchuing power of households by widening
families services coverage of social fmancing -

2. Increase contracting out for private services by the MOH
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SOCIAL FINANCING

Goal Issues Strategic Options or Implementable Actions

Privatize the management of the NHIF and NSSF l. Management problems Amend the law
2. Accountability

Restructure the NSSF. Introduce health as a scheme 1. Social, legal protection of workers. Health Amend SSF law and allow health to be treated as a
problems which are traceable 10 working situations benefit

2. Accounts are not known

Increase available benefits of private and NHIF insur- I. Lack of infprmation to the would-be insured Increase competitiOllIJDl>ng insurance plans to increase
anee plans and expand choices for consumers 2. Income constraint benefits available to the insured and firms

3. High premiums
4. Few companies offering health insurance Increase variety of benellit plans and cost options for
5. Cultural and religious factors (Islam) opposed to the insured and firms

voluntary insurance

Increase population covered by health insurance I. Population is uneduc.1ted about risk-sbaring Develop low-<OSt plans (or poorer ~temeats of the
schemes such as NHIF population (e.g. incomes < Ks. lOOO,'mo.)

2. Low level of income
3. Lack of accountability and transparency Tap potential of cooperatives and marketing boards for
4. Subsistence life styles and extended family group coverage of agricultural sector through NHIF,

dependency private sector, or seplUB6e agency
5. PopUlation indifferent toward insurance (even the Assess potential of covering others through community-

educated) . based schemes

Recognize the potential of NHIF and other social ti- l. NHIF has a narrow membership base Supplement internal NHJF strategic planning with
nancing institutions for. improving health services and 2. Benefit package not attractive or competitive sector-wide goals for improving benefits and coverage
quality J. Legal limitations ofNHIF

4. Cost of insurance Consider options for increasing the responsiveness of
5. Cooperative law should allow the movement to NHIF to current and potential clients

finance health delivery for certain negotiated
NHIF should act as • financier of the provision ofbenefits.

6. Excessive centralization of NHIF health care

Can the NHIF contribution be paid to other companies?

Employer contribution to funding for workera after
retirement



- ~-~--o-- -r---_-- ----:R"'.----....&-....- ...-~

Improve criteria for selecting among MOH services to I. Historical precedent determines allocation of funds; 1. Cost-effectiveness analysis of approaches to health
fund. Use MOH resources for greatest health impact; no clear allocation process sector problems
example: PHC versus curative, non-facility-based 2. Lack of information on: 2. Inventory of health resources - public, private,
(e.g., schools) versus facility location of health resources individuals, and facilities

utilization patterns 3. Synthesis of utilization and need, under-seaved
health impacts populations

4. Develop process to allocate resources according to. need

Lower cost per unit of overall output of MOH health Low productivity of inputs 1. Labor: allocate staff resources rel.tive to utiliza-
services tion; assess needs

2. Capital: develop capital budgeting plan based on
demand for services. Re-usessment of economic
configuration of MOH system: opportunities for
consolidation, delivering services through least-cost
oudets

3. Drugs and supplies: allocate by demand or work-
load; increase budgets; refonn medical stores
management and/or privatizle the process

4. Maintenance and tnlnspOrt: develop budgeting
criteria; under-funded. s. Potential ofcontracting out for services and inputs

6. Increased autonomy but greater responsibility for
performance by 10000I managers; plus

7. Added managerial training and professional man-
agement of facilities

8. Improved financial control and control over physi-
cal inputs within MOH

9. Make staff pay dependent on performance - merit
pay
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COMPREHENSIVE KENYA HEALTH CARE FINANCING STRATEGY
Keny~ HQ&lth Core Financing PrDgramme

a~,QPE Or:_ WORK F0J:\, THE. PRFPA~ArIO~.2E...:f.RAMI;~: FOR IIiL~QMPR~~feM.~IV~ KENVA
1:f!6.!.:t1 CARE fINANCING $.IBATEGIC .,P~tL..

, •~J~OOUGIIQtL.

'The Ministrv of Health wishes to prepare a Comcrehonsive Heaith Care Financing
Stnlt4:l.y1" P~lan ]n Qrder to acnieve this goal. the Ministry requires two
consurt.cint.s to' s~ntn8sisa existing l1teratu"e 'in this area and to identify any
gar..~ t.hat. may eXlst and to put together a framework fnr' producing the
stratoglc plan.

S(lm~ :)f the most current and I·e1evtint documents "re the 1989- 1993 Deve1opment
Plan, :he 1990 MOH Con~ept Paper and ~he Cost-Sharing Implementation Plan.
The fi,.~t document identifies the problem of health car'e financing as that the
"--Hovernment is faced with an ina last,if. revenue base and a 91'owlns demand for
hec.lth services ltnd hence ~illd~ itself in tl s;tLl~t;on in which devoting
,-o;dtwely more resource:: to heait.h would compromhe ovel-all gr'owth and
employment" (p.238). The possible solutions to'the proDlem are proposec to be:
the lJuvernment wouid attempt to maintlun the level of puhlic sector bUdgetary
ras,",urcas assigned to health in real terms; it would I'g"'ordel" prioritles as
betwp.en oromotlVe. preventwe. anc curativo health servlVSS :0 brlng ~bout.
cC)~t-effact. I veness; ra 1se aaai t.inna 1 resources thrclugh c:o!lt-shar i ng: antl&nce
COlli:'·~bution by (:c>mmurJit.1Q~;, t:tlur::.h orgUnis21tHJnS, NGOs,and private sectur
pa rT h": 1pat,on; ellhanced ut j 11 sat ~ on 01" heal th 1nsu,'ance; ana create an
Qfflci~nt and cost-effect, va adm~nistraticn of he~ith ~erviGes.

The ·;;onCElDt. papol· addresses itsel ~ to tho ob,ject ives uf financing heeith
~N'J ic:osilnd ident ~ fies three arec£ Wnlcn mus't be! 'Jnder-sccred if the
obJl:tct ivp of HEAL,TH ~OR ALL by the year 2000 wi 11 oe met, name !y: revenue
gerll:sri:llHlIl/mob'j 1; sat ion of fi nane 1Ci 1 resources: orgam zat ':011 ana structur:e of
henith sec:tor; and efficiency,effoctiveness i.1nd eQu,t.y in the use af rlealtt:
sec:or resource~,

TIL~ i:ust-:2h&r~ng Impiementation Plan details measures and procadures uf
co11 ect i"9 8nd ut 111 s i n9 :ost.-~haJ·j n9 funds at government fae i1 ; t H:l5. It , s
pn~~E:Jlted in six saction5, nameh': organisational support for health care
TlIli:U1C irlg: fee adminifotrat inn mecham sm; measures to cnsur'e tlCC;QSS;

utl1it.at;on of fee rvenuGs; monitoring and evaluat.iun; ann project.ed shifts in
MOHexpenditures from wage to non-wage categories and ~ breakdown of ODerating
expenditures for the year 1988/89.

The framework should take into account the need for davaloping a concensus on
ttla f';nal strategy paper', It should include a review of the overall goa's of
thl:l health sector in the country ana,] statement. of tile methodology for
defirl1ng the roles in the use, PI~OVislon and f1nant:lng of hoalth serv1ces as
thev ,oeh,ta to the health sec':or goals IJy such main providers as publlc
sec,,~,or ,'Pttl'astat~ls, pr';vate sector', cl)mmunit,es &nd f'nre,gn donors, The'
metliCJdulogy ~hould tuke into 'Iccount the relat'!ve ab1lities of the various
pr(widCrs to prov1de diffarent types and levels of services, f,nance operat1ng

/ J
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Cdst~t provide services to those unable to pey. and IRake r'9K-sharing
Brrangements.

Tho fralJlework must alGo underscore the need for polit1cu'l ~ccePt3bility of the
stre.teg,c plan ifit is guing to be implementod succ;essful1y. It shoul0 also
taka account of the fact. that although politic,,;l t'e8ctiun/objoction may not be
comp:oteiy avo1ded. there is need for policY'"1ll8kers tc be sensit1sed to and
convinced of the economic realities that make it nuccessary for the government
to lOOK for alternative mesns of ;inancing health ~8rvice5.It should indicate
the manna I" in wn1c.:h po11tir.al gDod-will cDuld be cultivated.Other general
~r~a~ of concern should include:the neod for in-~uilt f1ax1b1lity in the
st:,,:ltogic plan so that it can accommodate socio"po11tical charlges that r:lay
occur dur,"g p16n implementation; ana the need to develop adeQuate mon1torlng
mecl1an;sm to provide informat,on on how well the plans are working and to
generate techn;c;al information wh1C'oh can be used Whenever t.here is palit1cal
out.~ry•

The Durpose of the study is to define a strategic planning frame-wort and
prcauce a deta,led outline of the countryls health soctor financ1n; ~lan by
syn't !les1~ i"9 ex1st 1n9 dDcuments and stUd i es i" the 8t'ea of l'1ea1t.h C~ re
f1nancin= , and meeting with ~ey ind,v,duals in 90vernmen~, ncn-governmental
I)/'gsnuuti.,ns, mission and private provlders.The ::itudy should ident.ifY.iIlY
9UP~ 1r. ma~er,ais or methods wh1cn eX1S~ and propose ways of ~10sin9 them. Thp.
cnnsuitan~~ wi'1 be expected to presant their findings to senior MOH officials
area ~herel:lft8r incorporate :,my convnents nnd suggest ions tt.riSl"g therGfrcm.

3. S~s.C!lli.I)UTI~1.

The ~on~u ltants wi 11 review aVtd 1abla relevant liter'attlre on pul'icies ana
st:·tltOYle~ on heaith care finDnCHlg and 'Identlfy concaptual. anillytical ane
pract 1calissues \-hat have been already addressed to and tho:ae ~lust need to l:)Q

l(Jt)k':!C: inr.o. The consultant will ~uggest IS conc:erJtual !nd
pnsc-:ic81/tJPerat1onal Frumewor'~ of preplu';nga plan that is integrated and
1mpiematable with sper.~f;c PO:1CY npt,ons and recommendatlollS for thg mace 'Jf
choos'ng l.he best pol1cy. The consultant will also identify specific area() llf
fUI'tl'el' ~tudies and prepare draft Terms of Reference fot' these areas of
deffic ,ellc~Els giving sDBeH; c tasKS I duties. personnel requi rements and the I"
qual'if1cat.,ofls .time.. 'ine for each stUdy and suggested methOdology of
npptoach. '

F1v8 $pecif;~ tasks w;l1 be performed by the consulLants. These are: (1)
review MOH policy documents and important sturl1Q~ relnted tfJ hea1t.h care
f;nanc'"9 1" Kenya~ (2) review Kenya Health Care Financ,ng progr~m and project
1nitH"tives ( 8. g. scopes of work and survey i nstrUIRBnts for var10us studieS)
o"eleVtSntto prepar,ng a comprehensive health care finanCing strategy;
',3),centify and review other l non-Kenya Health Care FinetncHlg program/projec:,
MOH i'11tiatwes /'e1evant, to financ1ng t.he health sector: (4) make specific
,oe<.:ommelldat'j ons fo r add1t inns I de1et1OriS t and ch~nges in health care
finallcl n9 prr)gram/project ~ctivities in ol'der tD assure tht\t prcject resources
art.:! u5e~ most efficiently tD gatner a11 essential background informat'ion for
l1raftHl9 'the r.omprehemnve Health Care Financ;nR Strtegy; and (5) draft a
car,ai leCl IJut":,ne of the compl"ahenswe healt.h care financ:in9 ::;,trategy plan. ,~~ I



Among other ar\ ,the consultants vill be reqUired to look into the need to
~tudy the operationg of pr1Vate sector insurance as a posslble "ouree of
health care financing 1n Kenya and the legat/regulatory ftSPf3cts affectingtt1e
1ong-term strategy of the health sector.

The consultants should belr in mind a number of factors!considerations( e.g.
how the plan wi" be practlcal1y used; how to finance the gap created by the
drop in public financing and take c:are of the normal growth in the needs of
the health sector: the def1nltlon of the roles and reGPons1bilit,Qs of
financing health ger"'1<:8s; ways and means of f1nanc,ng helllth services by
dove'oping systems/procedures of generating funds to prov,de and improve
health services in the country; preparation of an 1mplementable comprehensive
financ1no plan tna~ gives a practical and flexible heclth services provision
road-map For the future; and enhancement of the part1cip6tiOll uf the pUblic,
the J:)I"ivete sector,nat10nal health insurance schemes, etc.).

ThQ consultants should also address, but not be limltad to, the prineipal
issues of: revenue generation and allocation, facility utilizat.ion, cost­
Gontainment. efficiency. acceptability, sustainab111ty, eqUity/regional
rJhpl't"itiet., assurance to aeeeS5, accountability,
affo"dability,collabolat1on/coordinat1on, and the 1'01e of the 9"vernment as a
provider. facilitator' and regulator. Tho (;onslJltant should beal" in mind the
faCT, that underly1ng these lssues are the questions: how wen do we use
ava111\ble resou."ces? who tire we serving? who is 901ng to pay? and what ere
they going to be paying fOI'?

The study wil1 require an ecnn0Jn1c./planning consul tent .whu should 11lSve wide
internationHl oxpenenGe in the precaratl0n uof health cere 1in~nc.:ing r.trategic
plans w'tl' proven practical expenence in dBveloping countries ( and
aSPI:I~~:l'I'y 1n Af'"1Ci1.I. ThiS consultant w,ii prOVide c:ross'·countr-y comparat1ve
~.xpe,.,ence 3nd perspective on plannH'S'/ processes and factors conducive to
SUCCI:!SCi. Th1sinter'nat~on81 consultant wi" work jOlntly wlth a locs"
Econom'i llt wf'lo is Gonver'sant with health sector' financing plann1"g and I1BS
~uffic~ent experience ," Mucro"eeonc,m1c analysib. The ll,cal Qy.Del't. wi11
provlfJe ~nowledge of loca 1faeturs t both Qnab 1ing and constrtnnts, th3t should
he briJught tu bear if success is to be achieved. He/she will Decoma t.hA
cconomist/te8m leader to carry out the Pr~vate Sector StUdy ,mmed1ate1y
f'~l1oWH19 t.ha "framework" consu~ tancy. The scope of wor\<. for the private
sact.c" ~t.ud)' h01S already been prepared.

The study is expected to take 8 period of ~hree calender weeks with eath
consultant working for a total of three five-day work weeks startin9 about
September 15,1991. The consultants are expected to produce a draft paper
Witt'll n two weeks from the date of comm1 ss1on, I1g the stuC1y for l)resentat ion to
a wo,.f.;~hop of senior personal it,1es in the hea'lth sector.

The Kenya Health Care Financing Project He.dth Economist and the Head,
Planning n1V1S'inn, Min'Rtry of Health. The Health CarG Financing ProJect



",
~\

Econ"'lst .111 work alongslde the two chosen consultallts durIng the throe
weo~s of the consUltancy. Tho consultant toa~ Wjth the Health Cara Financ1
Project Economlst and NOH head of plannlng w111 11aisa wlth Health CereF~nancing Implementation r.ommitte8 on a weekly bas1s.

The consultants ere raqu1red to CClllo1ete the n liD 1 l'ellUrt ori0 r to ODlllP let:1
tha aSIl gI1Inent. The fl na I report .hou1d 1nc1ude: a .ell~ reasoned f r_work ,
orapering the health care flnancln~ .t,'ateglc plan Lo lncl~de a concl.o
l1torature reView, a brief chronolngy of health oara Financing in Kenya,
00 I,cy Iasuas .1th dec 101ons/actInn. a1ready taken and dec111ons/act1ons st,
Lo be ~aken as well a. quostions to be ens...red, and a detaned outl1ne for
the ot

r
oteglc plan glving tho content and format of the plan; ldontlflod gap

that I:....d further studles wlth oetallad terms of referanco for each of the
iaent,fled .tudias and deocrlption. uf personnel ..eqUlremont. and tlme-line;
alld t'me-frame for the cnmpletion 07 the health sector finencing plan.

After all Inputs 1nto the strategic plan have been comoleted, as per the
framoWork develOPod 'n th,s consultancy, one or both cons~ltants moy be asked
to return and work 01 OngSi dO the Kenya ltaa Ith Cara F1,.anci ng ProJect Ecnn",,, S
to Imp

1
0ment. workshoo of sen,or POl1cy makao's to raach a conc~u. on the~ealth sector finanCing strategy.

tille/seat. 5, 1991
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• The overall objective in flnancinc healtb services i, to provide healthfor aU.

• The ,tratllY for flnanetna healtb s.rvice. consists of objective. and
impl••entatioD activities in thr.e fundaalntal arllal

1) Revenue ~.neratlonlHobl1!zation of 'Inanei.l a"OUrCel

2) Orpa.izaUon and Structure of Bea1thSeetor

3) Bffieiency, Effectiveness, and Equity In Use of Health SectorResource.

I. RIVBNUB GBN'BRAftOH/HOBIUZDC PDANCIAL IISOURCZS

The present level of lovernment fundln" even thoush teepins pace with
inflaUon, t. not adequate, Thl pp In fundinl of h••ltb .ervlee. hal
rlcently been docum.nted in a survey of explnditure. on maincenanel, '
traftlport, dJ.'UII, and personnel for prlveative ••rvic... Altho. inct'.....
in the current national allocation to thl he.lth .Ictor ..y b. de.1rabl.and
can be justified baI.d on InaIY,e. fro. tbe•• studie., tb. ,barl of national
financial r••ource. 18 unlikely to ri., in the neat future due to tbe econo_tc
c:t'rcWllScanc•• which the country faetl. Total expendi tur•• on health u
percenta,l of GNP are too lov and should ria. over this decade. Revenue. for
h.alth vill be provided through ~D.t sharinl, insurance, and 10vernmBnt
fund in,. The scratesfc orientation for .ach of these revanu. sourel' is asfollow.. .

A. Cost Sbadg (Health I.provlMSlt ,..~

Pee. vill remain a permanent featurl of flnanc!na heath'servic•• for
the fores••abl, future, conlumers need to take responsibility for
th.ir health care .8 an indiVidual lervice.

, .';\ ,"~':'Y~'" '• 'ees ift placu II of Dec'.ber, 1989. ahall b. lncl'euld over t!.~,
," I ...... ,.'" ,.., ,'rr,·", 'Over tiae the fee ba.evill be bro.daaed, an operational Itrat~.

ne.d, to be identified to ~oY. toyarda chari'. for dl'Up at flil1~:'..
recovlry' of dru, COlt.. ,'I .;.'

" .. .;
"" I'ees pr"lntIy Ire expected tOlccount for around 5% of total ~::.,

recurrent coats of ,overn••nc service, this should incr.... to ,201.
by th. end of the decade. ':''':::I~'i':~''.,:i~'

,.-,,:; .,~..... ,·:-}i';i;
.'., ·ii ~~ .\:.::~ ,~,.,i;1 .....~1· ...,.· ~... _: .. '{..

~r.~: ,I' ;~i:~;:;:~
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I. InsuruCi

....
'.~ :

z

ItratelY to ensure Icel•• of tho•• vho cannot pay for service•

•

•

•

•

• encoura,e shift to us. of,ovel'JUlent facil! Ues by HHlr .ellbershlp
-- moye from 4: to a hieher tarllt rate by end of decade

,"
. ':~t·...,.

, ~

I.pl.lntation of th1l .trateu rlqub•• I .trltl.,,: .'proIlOUn.
acc.ptabilitl of f.... Th. conclpt of acclptability UCOII:~U"'1

• an IIIre.,ive type of public education for consualra,
couunlti", Ind politician. vbleb focula on the ida. that he.lt
1.1 con.u.er re.pon.lbility (to includ..... ledll••chool., chu
l••d.r. public melcin,s -- at d1.trlcll with DRNB. and In
communi tie. -- and traditional h.alth education '-ana)

dlcentralization of respon.ibl11 ty for fee impll.entacion to 10Cil
livil -. Bealth Clntre eoDiitte.1 CO.pOled of local lladlrl,
axecutive Ixpendlture CoImitt.e

visible chanll. in improve.ent of .erviCI~ at facl1iti••

• include Imployer as contributor to premiums vith the Imployers
eventually contribuclne Oft a ~OISO balia v1th ••ploy••s

• allow for alternative benefit paekaa'i Ca basic cover.,. plua
Idditional cov.rl'.)

• allov a bieber maximum ell!. ~or KOB facilitl.. __ bil11nr rate
.hould ba hither chan the uaer r.. charle. .0 61 to redUce the
IOvera.tDt IUb.ldy to this bieber inco., 'IOUp

• MOB flciliti••'n••d to effictently ..nil. bill1ns. and e1ai18 co
NlIF' HOR hospitals should alao like claim. under car In.ur~ ~~
t~~.IXMnt of road ecc1d=nt. .....

1. lfat1oDal Sealth Insuranee .Pund (RBI')

NBZF &8 a public insuranc. mechanism .hould aovi toward. coverina 90: a
health carl costi of its membership over thi. decade and should act II a
.ource of fundi", for the h8.1th sectora it should remain a not-far-profit
enterprise. Specific objectives arel ,

• braadlD 1ts IHIlDbershj,P' _. one approach to be pursued lI.rul!vel,
to invI.tialt. the mechani... for ineludin. cooperatives vho••
ie.blra are not contri~utorl to NlIP, HRIP .hould recruit Ilent. fexpandinl mesbership

increase its premiums 1n the 10nl run and adjust ben.fits
accordlnll,

",
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• .•", dliae returna to f'lftlllctal turplu....

• U.e fiMndal lurplu••• to i.,rovI quality of ,overna.nt .e:VicII,
.tud, t~. fea.ibillty and appropriat,n,.s of alternative .Ichant...
-. such II pro,plctiv. PlYieftC -- to control the -oney in the fund
to thl benefit at improv".nca 1ft IOY,rnalnt health 'trvtc•••

• OUtpatient serviCI' vjll nat be included In the beD.fit Plcta•• in
ch, neU' tin. The addition of Cha' .ervices to the packql will
bl .tudled for it. fl.cal i.plct on the financial vtab111t1 of thlNlttr.

2. Privat, Illluraac.

'ri"lce 1nluranc. 1. to be .ncaurasecl. IIIpl ementatlon of this strateIYrequ:.r:e"

• 11'11 chan,es for NBIP

• mare InfOrlation rllard1nr emplDyer Coverage for health s.rvic•• andutUhaUOIl pan.rn.

Insuranc••ch••el are complicattd and need to include study of markecinr
and 1Irt.laci"l requirement.. Recommendations for policy and direction In the
insurance art' need to be ba.ed on furthlr car.ful stUd,.

c. GoVUTdllllt Pwld1g

• Budllt allocat1on should incr.... at • po.lcive r.al rate __ nit of.
do•••tic Inflation and local currene, d'V.lu.tla~, the HOB

.oreeorn1zea that thi~ vould rtpr~*eDt a nev but dl3frable approachnot prl.ently Uled by Treaaury.

• Th. priar1ty status of thl HOR for Iceese to foreisn exchanse needsto b. aaintalned.

HOB recognize. that ,enera! taxe. ar. alread, hl,h and therefore
difficult to iner••••' however, the t--~~ble ,roup Is ~..ll andIhould be expan~ad.

• HOB .hould uke a repr•••nt.Clon to lovemll.nt dbcu',iol~ on
cen.ral taxatloapolJci... larmarked taxe. can provide .curc~ of
fund, for health lector. Tax•• to cona1der IncludeI

c!au.tt..
• 1c:oilol
car lDluranct
other Qoaaodit1.. (b.led on Income el.ltlcity crlt~.lcD)

The undtrfundln. liP for health services II ostiaated very roulhly at
1.48 Kah. Insuraact CIa be ..peCt" to contributt tppr.~i..ttly 400H lIbl

• 3
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eOlt Ihar~nr can contrf~~:; 1~OM K!h1 An Inerea.e In the M08 budcet allocat1
can provide 100M ~Jh; n~t'~or lncrear.t. in excise taxes have potential to
contribure 200H to 400" KIn; ccat savinrJ from elf1c£ency S.proyements 400K
Ksh.

II. ORGANIZATION ABU STlUCTURI

Kenya' s abU~ cy to achhvt hs objectiYt.I in llDprC'v1nl the level of
finllnc; 011 supl'0rt for Hs hll!al t~ en. sy!tem. And to ~..proye its etfJc1.ncy
and eff~~tSv~r.e5s in ~nae~-g th~£e rt:,urc.s. ~~ depena~nt on hov the
component! of the SYSteM art oriani:~d ~nd str~ctured. The non-g'Yernmental
health r.e~tor in ~~nyu ~s c~~no~ed of KeS. ~H~~, and oth~r NOOs. private
hosp1 taJJ. pr~·.·ate phi'!:~dn:·.. .me pta~'::\aeies, jiri':ate insurance plans, and
Jndu~tt:r' ,po••£l3ud "~.lIj;b lJ'!r·"~;:I!I. Of bC'st~tal b"ds In the country.
appr~xima:olf 09: arG jn MOF. in3t1~Ut~n~s lS% in leny'tta Hational Hospital),
21% in "loi,U:'QII" ilospi t:tlr lind Dp.a_t:l cere to r.! , 1nd 9% in private ins:lluUons
In compa:iaon, about 11~ of 011 heaJ'11 facilh~,,:; are 1n the MOB, 17% In
miS$!Q" oT£ani:&:!ons••nd l:~!n pr.vate ~r~anj~~t1uns. Vb11, th.se figure.
are appro~i~atu ~nd ne~1 to ~e verified. it is Rpparent that non-(overnmental
organi:Ui~JU: :lai(. a ::-~SjjHiC'iJn~ contribution ~o llEalth c8rein Kenya __ in
the ranii Ot 30 to ~O% of a1: health ~,rvic~s in the country.

A. Non-Govern~ental r~cter-..._-. --
The fDl!ovinr pr1nciple!: sh!:)u.!d b. ~ensidered 1n estabUshinl a poUc)'

reg~rd~nrth. ~or.·iQVernm.ntal health sector:

A~ I c~r.ti~~at!Qn o£ 1:s pr~sent p~liei, tho gQv~rnaent of Kenya does no
~Jsh to ,lIS~um. ra$pQnsibi~jty lor opcratil" nc.n-governmental health
far.iiiti~E., hor in~rLas~ !inan,:al assistanca above the level noy,
t cu:gEted.

As a Ja:~ re~nrT. :h~ MrH ~~~ ~:~~ ~~ t, a~!~st a Nr.O or ~i~$1on faeilJt
that is r. .. f,::li1~jar.p.'; or !z havi:lg ~;nj,ne~al lia ff'iculty, especially where
til"t unit is ':on.:iderE:d !::j)or:a~t in maintaining t'he llvel of health
S.~vtCIS available 1n that azea.

• ~e ~ub~idi p:Dvided to ~on-g~vernm.nta: health facilities should
con tinuf to b. targetv~, &c about 30% o~ to tal operatinc co.tI, Iva
~hough this levtl ~f funding hal not bewn Po.sible duriD( tbe•• laiC
Y·ln. , \'

• Non-Iov.rr.~!nt.l,he.lth facilities are Iaeated primarily In rural ar•••
~nd Art conlJdeJed both ~upplem~nral and coap18m!L~t!-r: to ..;vics.
~~ovided by IOVlmmefttal \lnl ts. '

• Non-governgentsl facil!tles are supported financially fro. thr.. priaary
sourceSf from ftxternal Sources (ran,1n, from a loy of 20% up to 50%), up
to 30: from iovernmental ,ubs1ciies, and the balance f:ca user,f••s.
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AI external loure.. continue to di.inl.b, ftOa-aovern..atll raci11t1••
should be Incourqecl, co lncrnlf{' \upport frOll user ,... rlther than fro.
lncreued IDvIE1JMlltal aubltd' '1Ioft-P.lm.atal faatU tte. do not
face the .... re.tdcUonl 0Ii ',Jl1ecd"l Ulr faa u do pveraantal
faciliU... ..~"

• Mi••ion and other NGO faciltt1•• should be encourlled to expand their
services In coordinatloD vith MOB priori tie.. NGO facllitie. should bl
included in the MOB annual plannlnr proc... and coordinated at the
central 11'111, pOI.lbly throuch thl re-actlvation of the Central Blalth
!!~ard.

• Thl roll and utilisation of private pbfliclanl aDd clinics .hould be
quantified. .

I. Qovernaental Bector - Der.t1IItI'alllatioa

Und.r the u.brella oiKenya" decentrall.ation Initiatives lmplemented in
1984, the HOB introduced a decentrallaation plan about ani year 110. The
plan aim. to pllce Dare responsibility and authority for plannin" budletinl.
financial ..n.....nt. and procr" ~nitortnr at tbe dlltritt and division
level.. lespon.ibll1t1es have bela ...isned to eaeh level of the organization
as deseribed In the chut an the follovtlll PIle. this decentralized
Orli:l ll1!zation 11 intended to arry the HOB into the next decade.

• Th. decentralized syst••, •• It .ppli•• to he.lth financing, II nev and
should be IIOni tored du1D1 tbe next few ,eulSo that rannellenu can be
introduced.

• the DS.trict B.altb KaDalement Board, under tbe broad direction of the
District Developmtnt ca.-itt.., baa reapon.lbillty for Ilttinr '
prioriti.s, manlrine dl.trict.fund. (both tho•• collected fro. fll. and ..
othtrs). settift1 atandard., and handlinr consu.er co.plaints. tt meets
about every three months durinc the vear.

The ~istrict Health Manarement Team 1s responsible for professional and
tlchnical i.luel and a••t. evary week.

I Bach facility ha. aD Executive IxpeDdltvre Camaittle to oVlrsee the
expenditure of fund. collected fraa uslr fees -- within the limits
approved It the district level.

• The need. ~nd plaD. of NaO. and other non-aovern••ntal facilitie. viII be
coordinated prtaaril, at the central MOB headquarters.

" ..
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III • BPFICIENCl'. BPFEC11vr.H!SS, AND EQUITY

A. "!lMleIIeft t Sy"teu

1. IUdset A11o~ations

a. Allncations Betveen P:eventive and Curative SerVices
---••- •••'~--;;';;""""""""'-'--''''---'--.....o.-;;...;._...;,,;;;....

c. Quidelines uut Standard•

Cartain incentives and contral. n~ed to b. maintained in order
that the bea3th services ~sr,m movel in the desired direction of
decentrallzatJon. So~. of thQst incentives and contrals include:

The responsibiJ!t~.s 3nd authorit~es assigned to each llvll of the'
organizltiQn. I. described in it~m at .bo~qt have been cl.arly
delineaced.

The fac!': ity' sabili ty to use 15% of coUee: ted 1'IVenues to addrtsa loc
priatit!e, lot:vatf~ the faeiljty ~a improve coll"ctlons and increases
the acceptabilJtr of f~os amont users. ~

• Assignlng increased %'espGns1.bilhy and :t,nhority It the d1.strict and
local levtl~ 1$ ex~etted to incr~arp. commitment and improvq performanc

• Outstandin. re:formance at th. tocal level should be reccinizid and th
idea. I&'u.ra led shol.ild ba .sh"r~d with OChtar loed llIanagers IS a learn.!experience.

. .'~ ..
I ' .'"
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Oefin~t~onal probl~ms f!!3rd!ng whit pyp@ndi:ures Art r.on~id.r8d
preVentive and ~hat ~re e~:at:ve ha~~ ham~~!ed at~ur~te a!~e~~me~~ of the
propOl't ten ot the ~;'J.;'!! .s;:ltrt en -::~ ..h. ':!~e CE::~n ~ tion n4!eds to be
broadLn~d. !s:~~atti~ ~&~~ b~~~d~i~~cuJt to ~~ke and ~~~l.cis~. It 1s
recognized th.u e;:;:em~~ ture ~r. j)fiV4!nt.'/e 1.1.rviees can L'edliCt or: contain
of curat1v~ servlc.~. It 1s also rp.e0Knized that improvements on the
preVention side must include coordinatJon and Cooperation V1tb ocherlIIinistr1.s.

the poll~y of the ~.st ~O yeRrs has put an emphall. an p~'Yentive and
promotive service.. Hovev~t. budget allocations have not always blan
conlisteat V1th that poliey, although the above ••ntioned definitional
problelD makes 1t dUf1~ult Tt determine the exact allacations to .Ioh 11'.".
PreVentive s.rv~ces art to be a priority at•• for ntv financ~al relourc•• th
cOllie into, the systell through IO"'~~I1~ent Iludg.et !ftc:Qases fii' cost abariAI
revenues. The {allowini reccmm.ndltions art ceared toward Ichilv1nl thatobjective. "

• Curlt!ve services will continue to b. an important focUi of
the health care system•

.. '.. ." .
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• Pr.ve'···. servici' have. priority for ntv rtsourct••

• 'reve.. tiv. 'Inlcu which rHUCt the nted for curativ. strvictsv111 be particularl, ••ph..ized.

Specific areas of prevtnt!ve .ervie•• vill bt identified and
tar.eted to uxiabe effect!vQ••• (for tJCalllplt. the
eradication of c.~t.jn vector.).

Cr••tin, public Ivarent•• for u•• of preventive .ervic•• is an
....nUal future of ch. f1nanc1n. stratelY.

b. Allocation. Between Personnel and Nonpersonnel Expendlture.

It is ~eCOlnized thlt expandtturt. OD personnel are I lar,.
proportion of overall HOB exptnditura.. thtse exptnditures art difficult to
Idjust In the short Cera because sallries and staffln. levels Irt fixtd. The
problem I, compounded by overstaffial in so•• facilities or arel. and strious
personnel shorta,.s in other placl'. In addition••Ilary levels are
considerably hi,her in the private sector. which attracts health plrsonnel
avay from the public sector. further IIIravatin, per.onnel shortaSls. The
imbllance bet~.en personnel Ind nonpersonn.l expenditure. contribute. to lov
productivity btcause of inadequate .uppl!e. and eqUipment. Th, follov1nr
represent the .t.ns to iaprove this .ituation.

• Buman resource (manpover) plannin, is essent111; Iccurate and
reliable data based on Information collected froD bath public
Ind private .tctors·i. nece••lry to make informed dec1.ion. aDlabor .upply aad deland.

Staffing norma need to be r,viewed. reVised, Ind then used inthe public .Ictor.

• Ruman resourct projeet1ons nted to bl developed With particular
.ttentJon to rtplace.ent and ,rovth n.,ds.

Less expensive eadre. of ,taff .hould be substituted for more
expen.ive cadr•• vhen.ver appropriate.

Honper.onnel uptnd1tu~e. rill be ,iven priority for: nev
re.ource. .. a "ans of reduc1nl tht tabalance bltv.en
ptrsanntl aDd nonperlonnel expendltur.., which vill
SUbIClqUUtly Iud to an inerlae In product1vit,.

· Tr.~g~~ and specia~iaailon of scaff should be exam1nld to
~vo1d any duplication ot operacional functions,

8
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3. Dnac Jlanapaeat S,stea

The eO-POnlntB of a drue aanasemlnt .,.tem area

%. Info~tlon to Increa.1 Iffic!eucYt Iffectlven•••, and Access

Blah quality information Is needed in order to makl .ffectiVI lanasemendecisionl.

access 1ndieators (. beds, hospitals, he.lth centers;
tr.vel ti•• to faciliti,.)

health status indicators (I.,., dlsea., prlvalenCI, infant
IOreality rate.)income indicators

•

•

•

• Information must be brouaht up to date for planninc and
monitoring purpose••

• Timeliness and availabilit, of information 11 to be i.proved
SQ, districts and facility levell.

• Tr.ined analyses are required for data analysi.. An
epidemiolo.1st sh~ld be hired to a.sist with the ana1y.ll of
utilization information.

• Data collection efforts should be reviewed and revilld to
ensurt that only dat& requirld for a useful purpose arlcollected.

• Effortl of committe. in settin, and Ich1evin, tarlltl 1n
rlducin, aver... leDith of stay need to include tb, clinic
officer Ind an experienCld mtdical officer fro. the field.

• COlt analysi. capacity ne.ds to be developld in-hOUie at SO an
at district level, thi. requir•• technical ••li.tance,input••

• Astudy should be undertaken of chi unit COlt for ..cb bealth
servici offlred (I.,. inpatient day, outpatient vi.it), takin,
into account 111 inputs ,oine into tr.atment.

Allocation. Acros. Dl.tr~ct.

Up-to-date. reliable Information i. requirld to alloeatl the
recurrent bud.,t to district .r.... Tb1. Inforaation should alia bI used •
fully. A vorkable formula for NOH allocations should b. developed, tak1nr
into account the following variables,

• population

. ..... .. ,..
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D1fferent pert, of ~nt r/,tea have ~orkpd better than ocher! in Kenya. A
u••ful di!tinctJa~ ~, be to J~ok at plo(~re~en: ~~~ue! !.~parAt.11 fro.
d1stribut:ar., r~,~rd ke~~~nr. and .eco~t4b11it~. le;ardlns praeurecent, thefollovin; shc~ld =. cor~id.z.d:

• H,r:btits o~ cht:t tn·aC'~I"(I'!2en': ~OJallli Clee :rh"u!d not be Plrunene,
shr.·,lld :lC: know 1n ~ci·"lr.c.e ::ae Ct!r~l)(i (If slrrvic:e. ana should b.
~el: .cqua:ftL.avit~ on-tr.~.J~o ~rul SVPP~l nleas.

'. . ('

• procurnent
• discr1bucJaft
• record keepinl
• accountabi11ty

Ad:~i polic1 on what a~d ~~Y MUr.h to pr~eure needs to be:ortr.Ula:ed.

A~ C~tErnal ttchnic~! 6Y~lu~t10r. com~it:p.e snou:d be
l:t~t.,hlished.

A studv sh('luld h. 1n:t ' ·utP.d illl:nt!diate~i :0 dClvelop a
sust~!nKbl. drug prQcur~~*r.t ~~Gte~.

4. Colili'ute: Ml11lseJDOllt

Management of computer resources is required for eff~cip.nt informationlII&naifllllent •

• i'L::,ch"!'f! and s.rvi~~ni o! CCIDi't:tars sho!J~d be standardized and,.cn:ralized.

:"~:t'! ~b: H t~1 ~o s:'Jfvieo .:oal~urq.:s ;;ho~;ld r.., ossured It the tiJlle
~r.~y I;~ dequired.

7r~1nea personnel arl needee to U$~ ~omputer3 tt£.ctively •
•

8. !,eees~

At the mcmwnt, e!eftr and aptcif1e lUide11n.s for.fnlurin; acetss to
service. Ire contained in Chapter 4 of ~h! Cast Sha:!n~ Instruction~. The••
,uidellne. have ~ee, ~n plac. for 1.ss than a Y~.r. Thesp. ru1d.11nes must b.
monitored and a :oyjev. eValuation. and revJs1or. conductad by JUne/July n.xtyeaf.
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