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I ,  EXECUTIVE SUMHARY OF HEALTH CARE FINANCING PROGRAM 

The proposed Kenya Health Care Financing (KHCF) Program is a 
$15 million policy reform support program to be financed under 
the African Economic Policy Reform Program (AEPRP). The 
purpose of this Program is to provide sustained increased 
financial resources for the delivery of efficient quality care 
in both curative and preventive/primary health services. The 
Program will facilitate and support the Government of Kenya 
(GOK) in the implementation of health sector financing reforms. 

These reforms are needed to address the large and growing 
financing gap in the health sector, particularly for preventive 
and primary services. Thus, the Program seeks to support the 
reallocation of financial resources; in favor of 
preventive/primary health services; and the introduction of 
cost sharing and other mechanisms that will increase the base 
of financial resources available to the overall GOK health 
sector, in order to make reallocation possible. To achieve 
this objective, the Program will support the implementation of 
various cost-sharing measures (e.g., introduction of user fees 
and efficiency improvements) and help further define a broader 
agenda for reform focusing both on cost-sharing and improved 
efficiency. 

During the proposed four-year Program, it is expected that cost 
sharing will be firmly established within the public sector, 
and that the revenue generated and support provided under the 
AEPRP will result in improvements of hospital-based care and in 
the expanded availability and use of preventive and 
preventive/primary health services. In the longer run, the 
anticipated policy actions, implementation of these policy 
actions, and related efforts to further define and implement a 
broad program of reform, will result in improved health status, 
will contribute to the MOH's budget rationalization efforts, 
and will result in firm commitments of donor support for the 
longer-term GOK reform agenda in health financing. 

The KHCF Program will support the policy reform strategy and 
process identified by the GOK's 1989-1993 Development Plan in 
the health financing sector. The policy agenda supports GOK 
efforts to mobilize additional resources for health financing, 
through the introduction of user-fees, reallocate resources 
from curative to primary/preventive services, reallocate the 
budget to non-wage expenditures and strengthen the overall 
capacity of the GOK health system to administer and manage its 
programs and resources. The increase in revenue collection 
will contribute to closing the recurrent cost financing gap. 
The proposed Program will also help the GOK in meeting selected 
recurrent cost requirements over the short-term while reforms 
are being introduced and implemented. 



This Program builds on USAID's intensive dialogue with the GOK 
and other donors on the issue of cost sharing and related 
health sector reforms that has taken place over the past two 
years. In this regard the Program's design reflects the fact 
that this initiative is only the first step in a reform process 
that is seen as a 10-15 year effort. The strategy includes a 
complementary financing role for other major donors to play in 
the GOK's policy reform agenda for health financing over the 
short and long-terms . 
Through the policy reform support component, the HCF Program 
will support implementation of reforms that are well-defined, 
and where the GOK is ready to proceed. The technical 
assistance and training components will assist the GOK to more 
clearly define additional reforms needed, steps required to 
implement these reforms, and areas where other donor 
investments are required. Finally, the Program will provide 
resources to strengthen GOK and implementing institution's 
capacity to conduct policy studies, assess their impact, and 
transfer skills required to implement the reforms. 

Key policy reforms to be supported under this Program include: 

o Establishment and implementation of a clear GOK policy 
with respect to cost sharing (user fees and insurance 
reforms) in public sector health facilities, including 
Kenyatta National Hospital (KNH). 

o Establishment of policy permitting at least 50 percent of 
revenue generated through cost sharing to be retained by 
provider facilities, with the balance used to increase 
funds for primary and preventive services. 

o Reforms in the National Hospital Insurance Fund (NHIF) to 
establish progressive fee structures, to introduce 
employer contributions, and to increase reimbursement 
levels to bring them in line with actual costs. 

o Increased level of non-donor financing, both in absolute 
and percentage terms, for preventive/primary services 
within the MOH's recurrent budget. 

The GOK lead implementing agency for this Program will be the 
Ministry of Health in conjunction with NHIF and KNH. The MOH 
will collaborate with the other related Ministries involved in 
the Program, i.e., Ministry of Finance and Ministry of 
Planning. Initially, the GOK's Health Care Financing (HCF) 
Steering Committee will provide oversight and guidance in 
implementation of the reform program. To support the MOH in 



monitoring and evaluating the Program's progress, an HCF 
Implementation Committee and Secretariat within the MOH will be 
designated to assume oversight of the Program. 

The Program will provide U.S. $9.7 million in direct program 
support to the Government of Kenya, conditioned on achievement 
of agreed-upon benchmarks for each component, relating both to 
the establishment and implementation of policies on health 
financing. The technical assistance and training components 
are budgeted at $5.3 million. Counterdeposit Kenya Shillings 
will be programmed, with the concurrence of USAID, as additive 
budgetary support in the health sector with specific emphasis 
on the MOH, KNH and NHIF. 

The health sector reform program is clearly viewed as a 
multi-donor effort. While USAID will be the major donor during 
this initial stage, it is expected that the World Bank will 
assume this role as we move to the next phase. The other 
donors see the proposed AEPRP as a critical first step, both in 
testing and evaluating alternative cost-sharing strategies, and 
in helping to define a broader reform agenda which would 
receive multi-donor support for the additional structural and 
institutional changes which will assure the viability of the 
GOK's health care financing reform program. 



11. BACKGROUND 

A. MACROECONOMIC FRAMEWORK 

1. Highlights of Current Macroeconomic Situation 

The overall performance of the economy has been relatively 
strong since the recovery in 1985. Gross Domestic Product 
(GDP), adjusted for inflation, is estimated to have grown by 
5.0 percent in 1988, following 5.5 percent and 4.8 percent 
growth rates in 1986 and 1987. The agricultural sector is 
estimated to have grown by more than 4.0 percent in 1988. 
Investment recovered in 1987 and 1988, reversing the previous 
declining trend. The recovery of investment in the 
manufacturing sector together with strong domestic demand 
fueled the growth of the manufacturing sector in 1987-1988. 
The services sector also performed well, averaging more than 6 
percent growth per year over the last three years. The tourism 
sector continues to experience remarkable growth: 8.0 percent 
in 1987. The construction sector leveled off in 1988. 

The overall strong economic performance has been accompanied by 
rising aggregate demand and inflationary pressures. Inflation 
was estimated at about 10 percent in 1988. Following the 
sudden fall of coffee and tea prices and the resulting terms of 
trade deterioration in 1987, together with expansionary fiscal 
and monetary policies, macroeconomic imbalances (a large budget 
deficit and balance of payments difficulties) emerged. 
Economic stabilization was necessary as the effects of 
expansionary fiscal and monetary policies took hold in 1987. 
In early 1988, the Government of Kenya (GOK) received IMF 
assistance in the form of an 18-month stand-by arrangement and 
a three-year Structural Adjustment Facility (SAF) to support 
stabilization efforts.11 

2. Macroeconomic Constraints and the Health Sector 

Central to the GOK stabilization and adjustment program is 
public expenditure control and restructuring under its Budget 
Rationalization Program initiated in 1985. The stabilization 
effort began to take hold in fiscal 1988. The budget deficit 
was reduced from 7.6 percent of GDP in fiscal 1987 to 4.2 
percent of GDP in 1988. The austere fiscal policy is likely to 
be pursued over the next few years given the difficult 
financial outlook. According to the real budget, government 
revenue is not expected to change significantly, and government 
expenditures are not likely to increase in real terms. 

11 For a more detailed summary of recent macroeconomic 
developments, see Kenya Structural ~djustment Assistance 
Program PAAD Amendments (615-0240) for fiscal 1987 and 1988. 
See also the World Bank report Kenya--Recent Economic 
Developments and Selected Policy Issues, September 1988. 



In addition to controls on the overall level of spending, the 
thrust of budget rationalization calls for policies to change 
the composition of government spending. The GOK has been 
making efforts to address the imbalance between wage and 
non-wage operating and maintenance expenditures. Provision for 
increasing operating and maintenance outlays in selected 
ministries and ceilings on personnel expenditures were included 
in fiscal 1988/89 and in the forward budget. Increasing 
emphasis is also placed on making full use of installed 
capacity by providing adequate financing for recurrent 
expenditures. Social service outlays--notably health, 
education and water supply--are the main focus of the Budget 
Rationalization Program because of their recurrent cost 
implications and their prominence in the GOK budget due to 
their public good characteristics. 

Progress in improving the composition of public expenditure has 
been very slow. Government employment continues to grow; an 
objective of restraining the increase in personnel expenditures 
to no more than 4 percent per annum has not been met. A 
substantial gap in recurrent cost financing for non-wage 
operating and maintenance requirements remains. Because the 
GOK does not have an explicit public investment program, it is 
difficult to assess its priorities and to ensure that capital 
spending is consistent with the Government's ability to operate 
and maintain the installed capacity. 

The budgetary constraint has adversely affected and magnified 
the recurrent cost financing problem of the health sector by 
limiting resources available to the sector. Budgetary 
resources allocated per capita to the sector have declined in 
real terms. In the case of preventive and rural health, actual 
spending in recent years was only 70 to 90 percent of the 
budgeted levels. (See Table 1, Annex C.) 

The h e a l t h  s e c t o r  is  f u r t h e r  a f f e c t e d  by t h e  b u d g e t a r y  
constraint in two ways. First, the sector has traditionally 
high recurrent cost financing requirements which tend to be 
associated with the provision of social services. According to 
a study on recurrent costs in sub-Saharan countries, Recurrent 
Costs of Development Programs in the Sahel, 1980, prepared by 
the Harvard Institute for International Development and funded 
by A.I.D., the sectoral recurrent cost ratio averages 0.1 to 
0.5 (i.e., for one dollar of spending on putting into place a 
public service or facility, 10 to 50 cents is required to 
maintain and operate the installed service or facility each 
year). Second, the sector has limited absorptive capacity 
which, together with donors' propensity to provide project aid, 



t e n d s  t o  a g g r a v a t e  r e c u r r e n t  c o s t  f i n a n c i n g  r e q u i r e m e n t s .  
D o n o r s  a l s o  t e n d  t o  o v e r l o o k  t h e  r e c u r r e n t  c o s t  i m p l i c a t i o n s  
when t h e y  d e s i g n  p r o j e c t s .  

B a l a n c e  o f  p a y m e n t s  d i f f i c u l t i e s  p l a c e  a c o n s t r a i n t  o n  t h e  
c o u n t r y ' s  d e v e l o p m e n t  e f f o r t s  i n  t h e  h e a l t h  s e c t o r .  Combined 
w i t h  h i g h  d e f i c i t s  a n d  p r e s s u r e s  t o  r e d u c e  g o v e r n m e n t  
e x p e n d i t u r e s  i n  a l l  a reas ,  t h e y  h a v e  c r e a t e d  b o t h  a l o c a l  
c u r r e n c y  a n d  a f o r e i g n  e x c h a n g e  f i n a n c i n g  p r o b l e m  w h i c h  c a l l  
i n t o  q u e s t i o n  t h e  l o n g - t e r m  s u s t a i n a b i l i t y  o f  many h e a l t h  
s e c t o r  a c t i v i t i e s  u n d e r  c u r r e n t  p o l i c i e s  a n d  p r o c e d u r e s .  
F o r e i g n  e x c h a n g e  s h o r t a g e s  c a n  c u r t a i l  e x p e n d i t u r e s  o n  c r i t i c a l  
d r u g s ,  e q u i p m e n t  a n d  s p a r e  p a r t s .  To  a c e r t a i n  e x t e n t ,  t h e s e  
n e e d s  a r e  met by d o n o r  c o n t r i b u t i o n s ,  w h i c h  o f t e n  p r o v i d e  
s t a r t - u p  c a p i t a l  a n d  e q u i p m e n t  f o r  p r o j e c t s .  However ,  d o n o r  
f i n a n c i n g  a l o n e  c a n n o t  s o l v e  t h e  r e c u r r e n t  c o s t  c r i s i s .  
A l t h o u g h  e f f o r t s  t o  i m p r o v e  e f f i c i e n c y  a n d  t o  r a t i o n a l i z e  
e x p e n d i t u r e s  o n  h e a l t h  s e r v i c e s  a r e  i m p o r t a n t ,  t h e  f o r e i g n  
e x c h a n g e  c o n s t r a i n t  w i l l  h a v e  t o  b e  a d d r e s s e d  beyond  t h e  s c o p e  
o f  t h e  h e a l t h  s e c t o r .  T h e  o n g o i n g  d i a l o g u e  b e t w e e n  t h e  
IMF/World Bank a n d  t h e  GOK is a d d r e s s i n g  t h e  i s s u e  o f  i m p o r t  
l i b e r a l i z a t i o n ,  w h i c h  i n  t h e  l o n g  r u n  c o u l d  ease some o f  t h e  
c o n s t r a i n t s  c u r r e n t l y  f a c e d .  

B .  HEALTH SECTOR A N D  MAJOR CONSTRAINTS 

1. H e a l t h  I n f r a s t r u c t u r e  

T h e  Kenya h e a l t h  s e c t o r  c a n  b e  d i v i d e d  i n t o  t h r e e  m a j o r  
s u b - s e c t o r s :  p u b l i c ,  v o l u n t a r y ,  a n d  p r i v a t e .  T h e  p u b l i c  
s u b - s e c t o r  c o m p r i s e s  t h e  g o v e r n m e n t  a n d  m u n i c i p a l  h e a l t h  
s e r v i c e s .  T h e  v o l u n t a r y  s u b - s e c t o r  c o n s i s t s  o f  t h e  
c h u r c h - r e l a t e d  h e a l t h  s e r v i c e s  a n d  t h e  h e a l t h  a c t i v i t i e s  o f  
o t h e r  n o n - g o v e r n m e n t  o r g a n i z a t i o n s .  T h e  p r i v a t e  s u b - s e c t o r  
i n c l u d e s  t h e  m e d i c a l  s e r v i c e s  p r o v i d e d  d i r e c t l y  b y  p r i v a t e  
c o m p a n i e s  t o  t h e i r  empl .oyees ,  b u t  c o n s i s t s  m a i n l y  o f  m e d i c a l  
care supplied through t.he "market" by private health 
i n s t i t u t i o n s  ( h o s p i t a l s  a n d  n u r s i n g  o r  m a t e r n i t y  h o m e s ) ,  
f e e - f o r - s e r v i c e  m e d i c a l  p r a c t i t i o n e r s  a n d  p h a r m a c i e s .  

T a b l e  2  i n  Annex C d e m o n s t r a t e s  t h a t  t h e  M i n i s t r y  o f  H e a l t h  
( M O H )  i s  t h e  d o m i n a n t  a c t o r  i n  K e n y a ' s  h e a l t h  care s y s t e m ,  w i t h  
62  p e r c e n t  o f  t h e  h o s p i t a l  b e d s .  O t h e r  k e y  p r o v i d e r s  i n c l u d e  
t h e  c h u r c h - r e l a t e d  h o s p i t a l s ,  2 1  p e r c e n t ,  p r i v a t e  p r o p r i e t a r y  
h o s p i t a l s ,  9 p e r c e n t ,  a n d  K e n y a t t a  N a t i o n a l  H o s p i t a l  ( K N H ) ,  8 
p e r c e n t .  S i m i l a r l y ,  7 1  p e r c e n t  o f  t h e  h e a l t h  c e n t e r s  a n d  
d i s p e n s a r i e s  a r e  MOH-operated. F o u r t e e n  p e r c e n t  a re  o p e r a t e d  
b y  c h u r c h - r e l a t e d  N G O s ,  l e a v i n g  t h e  r e m a i n d e r  s p l i t  b e t w e e n  
v a r i o u s  o t h e r  g o v e r n m e n t  e n t i t i e s  a n d  p r i v a t e  p r o v i d e r s .  



Kenya's health care network in the public sector is essentially 
a typical three-tiered system. At the apex are KNH and the 
provincial hospitals, which deliver tertiary care and serve as 
referral points for difficult or specialized cases. At the 
secondary level, district and sub-district hospitals provide 
both inpatient and outpatient services and are a referral point 
for the primary level rural health centers and dispensaries.In 
some areas, services have been extended to the community level 
through the training and deployment of village health workers. 
Family planning and other health services are integrated 
throughout the system. 

The network of MOH and NGO rural health facilities and 
supporting community-based programs reaches about 50 percent of 
the rural population. The remainder of the rural population 
must often travel great distances at high cost to reach a care 
center. Currently, primary and out-patient services are free 
to clients in the MOH system, and utilization rates at all 
levels are high. In reality, clients often have to procure 
pharmaceuticals from the private sector as shortages and 
"stock-outs" (including contraceptives) in the public 
institutions are common. Although some hospitals apply a 
minimal in-patient registration charge and maternity fees, 
there are no consistent, enforced collection procedures. In 
recent years, these fees have been equivalent to only two 
percent of the total MOH budget. Fees are not retained by the 
MOH but are returned to the general treasury. 

The private for profit sector is generally considered to be in 
reasonable economic health due to its small size in relation to 
the population able to pay high charges. The financial 
viability of the voluntary private sector (mainly 
church-related institutions), however, is in need of further 
assessment. In previous years, this group received large 
subsidies from abroad and the GOK. In recent years, these 
resources have dwindled. Many of these institutions charge 
costs net of subsidies but, as many are located in rural areas, 
they are often in the position of partially or totally waiving 
fees for those unable to pay. 

In recent years, slowed growth in health financing has affected 
the ability of the public service to provide the quality of 
care delivered in earlier years. Rural health facilities often 
lack adequate trained staff, equipment, and supplies. Although 
a large infrastructure has been put in place, additional 
recurrent budget financing is needed for maintenance and repair 
of buildings, repair and replacement of equipment, and purchase 
of expendable supplies. These problems have been exacerbated 
by the rapid growth in demand for both curative and preventive 
care due both to population increases and an increased 
perception of the importance of these services. 



Although recent years have seen changes, historically the bulk 
of the MOH budget has been directed at secondary and tertiary 
hospital services, leaving little funding for operation and 
development of rural health facilities. Public and private 
hospitals are greatly utilized, with occupancy rates often 
exceeding 100 percent. Due to perceived availability of 
resources, use of hospital outpatient services is also high; 
however, a substantial portion of those cases could be more 
cost-efficiently treated at a primary care facility. In 
addition, for those clients admitted to hospitals, the average 
length of stay and unit costs exceed generally-accepted norms 
for efficient service delivery. 

As in most countries, health resources are highly concentrated 
in the urban areas. For example, although Kenya ranks very 
high among African countries on the ratio of population per 
hospital bed, large discrepancies in this ratio exist between 
rural and urban areas. While Nairobi has 4.65 beds per 1000 
persons, North Eastern Province has a scant 0.78. Medical 
personnel, especially doctors, also tend to be concentrated in 
the urban areas. 

Kenya has a well-trained cadre of health personnel. However, 
staff morale within the MOH system is often poor. Limited 
opportunities for advancement, lack of supportive supervision, 
and lack of logistical support dampen enthusiasm even of those 
who are deeply committed to their work. 

2. Health and Demographic Status and Availability of 
Services 

In the 25 years since Independence, dramatic improvements have 
occurred in the health status of Kenya's population. Deaths of 
children under age one have declined from 113 to 80 per 
thousand live births. During the same period, deaths of 
children aged 1 - 5 years have declined from 25 to 15 per 
thousand, and life expectancy has increased from 43 to 57 
years. At the same time, fertility rates have risen and Kenya 
has the dubious honor of having one of the highest population 
growth rates (estimated at 3.8 percent) and an average family 
size of 8.2. The Kenya Contraceptive Prevalence Survey (KCPS) 
conducted in 1984 showed a contraceptive prevalence rate of 17 
percent (10 percent modern methods). Service statistics and 
program and contraceptive logistics data suggest a marked 
increase in contraceptive use over the last several years. It 
is estimated that the rate is at least 22 percent. There is 
also increasing evidence that demand for family planning 
services is growing and that access is still a major constraint 
for further increases in use. Through its bilateral family 



planning project, USAID is assisting the GOK to strengthen its 
family planning service delivery through public and private 
sector channels. 

Despite important gains in infant and young child mortality 
rates at the national level, there remain regional variations 
with unacceptably high rates. For example, while infant 
mortality in Central Province is estimated to be between 40 and 
50 per thousand, the rates in some districts of Nyanza and 
Coast Provinces are believed to be over 150 per thousand. 
These high regional rates of mortality are comparable to those 
found at the national level in countries that are much less 
developed than Kenya. 

In both the high and moderate mortality areas, morbidity and 
mortality are largely preventable and are generally caused by 
illnesses whose early diagnosis and treatment could 
substantially reduce mortality. Most important among these are 
malaria, measles, diarrheal disease, acute respiratory 
infections and, though less well documented, neo-natal 
tetanus. Important underlying causes of much of this morbidity 
and mortality are malnutrition (under nutrition) and a large 
proportion of high risk births (i.e., births that occur to 
women under age 20, over age 35, less than two years apart, or 
to women with four or more living children). 

Programs to address key preventable diseases have been 
expanding. However, they still reach only a small segment of 
the population, particularly in those geographic areas where 
the need is greatest. considerable recent progress has been 
made in the availability of family planning services, yet they 
are still routinely available in less than 50 percent of MOH 
facilities. The National Control of Diarrheal Disease Program, 
which focuses largely on increasing the availability and use of 
oral rehydration therapy (ORT), is in the early stages of 
implementation and currently reaches almost 40 percent of the 
population. ORT use rates are 10 - 15 percent of the total 
population. The proportions of the population with access to 
safe drinking water and sanitary excreta disposal facilities 
are 17 percent and 25-30 percent, respectively. 

It is estimated that 42 percent of the population lives within 
one hour's walk of a primary health care facility. In general, 
these facilities diagnose and treat common ailments and deliver 
a basic package of health services (i.e., immunizations, family 
planning, growth monitoring, and prenatal care). 



3. Major Constraints to Increased Availability and Use 
of Primary and Preventive Health Care Services 

It has been well established in various studies and assessments 
that much of the illness and death in Kenya can be averted 
through effective provision of primary and preventive health 
care. 

Five major constraints to more effective use of the existing 
health resources have been identified. They are: 

o excessive concentration of budgetary resources on 
hospital-based care as opposed to primary and preventive 
health services, wage versus non-wage expenses and capital 
versus maintenance outlays; 

o lack of health care financing policies which address the 
budgetary constraints; 

o inadequate public/private sector coordination; 

o weak central administrative structures and institutions, 
particularly in hospital management, planning, policy 
analysis and coordination; 

o weak delivery system for primary health care due to 
inadequate financial resources and program supervision, 
and overly centralized planning and management. 

The levels and degrees of impact of these constraints on the 
Kenyan health sector are described below: 

a. Misallocation of the Budqetary Resources in the 
Health Sector 

There are three dimensions to the effect of the misallocation 
of health budgetary resources on the objective of promoting 
primary and preventive health care. 

First, as shown in Section C.1, below, the allocation of 
budgetary resources to support the operation of the health 
system has been inadequate to accomplish the GOK's stated 
objective of improving preventive and primary health services. 
A disproportionate share of budgetary resources is allocated to 
curative health services. More than two-thirds of the health 
budget has gone to the national hospital and other 
hospital-based curative health services, leaving inadequate 
funding for cost effective primary care required to meet stated 
sector goals. 



Second, there is an imbalance between current outlays for wage 
and non-wage operating expenditures, such as drugs, medical 
supplies, fuel and maintenance. According to World Bank 
estimates, non-wage spending decreased by an average of 4.4 
percent, while expenditures on wages increased by an average of 
6.4 percentage in real terms during the period 1985-88. The 
ratio of non-wage to wage spending fell from 0.70 in fiscal 
1985 to 0.56 in 1988. This unbalanced spending pattern has 
resulted in drug shortages and lack of funds to pay for fuel 
and spare parts for vehicles, particularly at rural health 
facilities, thus devaluing investments in staff who have 
inadequate resources to provide effective services. Routine 
maintenance and repairs of buildings and equipment have also 
suffered, causing costly decapitalization of the existing 
system. 

Third, growth of capital spending has contributed to diminished 
spending on maintenance and operation and increased the 
recurrent cost burden on the system. From 1985 to 1988, 
capital outlays increased significantly, going from 10 to 18 
percent of total health spending. The capital spending was 
associated with the construction (and in a few cases major 
rehabilitation) of district hospitals, hospital wards, health 
centers, and purchase of curative equipment and new vehicles. 
This resource misallocation, according to the World Bank study 
on public expenditure issues, is probably the most important 
constraint to improved operational efficiency in the sector in 
the near term. 

b. Lack of Health Financing Policies to Address 
Budgetary Constraints 

Given limited prospects for increasing budgetary resources, 
consideration of other means of resource mobilization, such as 
user charges or efficiency improvements, is necessary. At 
present, the provision of health services by the public sector 
is, for the most part, free of charge. In addition, because 
all revenues must be returned to the general treasury, little 
incentive exists for collection of fees that could be charged 
at public facilities. 

In recent years, the GOK has become increasingly aware of the 
need to develop a sector-wide program of health financing 
policy reform. An initial step toward reform was the 
transformation of KNH into a state corporation. The MOH has 
for some time accepted in principle the concept of cost 
recovery, with fees set at less than costs (known as "cost 
sharing"). However, no specific measures have been developed 
or implemented to date. 



Inadequate Public/Private Sector Coordination 

The Kenyan health sector comprises a variety of actors in the 
financing and delivery of health services. However, despite 
the severe financial constraints facing the sector, no overall 
plan exists for the integration of health resources in meeting 
sector goals. Lack of coordination leads to inefficiencies and 
ineffective utilization of scarce resources. Institution of 
cost sharing for public health services and other health 
financing reforms will add resources to the overall MOH health 
budget. However, at this point, the MOH's capacity to 
effectively utilize and invest existing or new resources is not 
optimal. An effective mechanism for coordinating the 
activities of private and public sector health providers does 
not exist. As a result, the MOH is unclear as to the health 
financing and service delivery requirements that are already 
being met by the private sector. Opportunities for avoiding 
duplication and over-concentration in particular areas are not 
being identified. 

For example, decisions on where to locate new MOH and 
church-related health facilities are made independently without 
consideration of coverage requirements. MOH subsidies to most 
church-related health providers have been declining in recent 
years because of MOH budget constraints. As a result of 
inadequate coordination and exchange, the MOH is unaware of the 
financial status of the church-related facilities, including 
the extent of their dependence on NHIF reimbursements and 
impact of declining MOH subsidies. Preliminary donor 
assessments indicate that in the absence of the church-related 
health services and NHIF reimbursements to all private 
providers, the MOH's financial outlay would have to be 30 to 40 
percent greater in order for it to maintain current levels of 
geographic and socio-economic coverage. 

d. Weak Central Administrative Structure and 
Institutions 

The sectoral policy shortcomings described above are 
exacerbated by weak or poorly utilized central administrative 
structures and institutions. A clear statement of policy and 
strategy objectives along with a ministry-wide action plan to 
implement this strategy is badly needed. There are a number of 
management requirements that are best placed at the central 
government level. They include responsibility for developing 
coordinated plans for financing and investment, assignment of 
personnel, logistical support, training policy, material 
resources, repairs and maintenance, or effective development of 



information and education campaigns. The absence of this 
capacity within the MOH is further complicated by the lack of 
reliable information essential for policy analysis and 
formulation. 

e. Inefficient Use of Existing Health Facilities 

Closely related to the above institutional constraints are 
weaknesses in the use of existing resources. Patients often 
use hospitals for primary care, by-passing local health centers 
and dispensaries where such services are available. This 
occurs because hospitals are perceived to offer more 
sophisticated care and are thought to be more likely to have 
drugs and other supplies. Personnel deployment is frequently 
inconsistent with health priorities. Supportive supervision, 
training, drugs and medical supplies are often inadequate or 
not available in a timely fashion. This situation has resulted 
in considerable inefficiency and reduced effectiveness of the 
health delivery system. 

C. HEALTH FINANCING 

While the above constraints are highly inter-related and should 
be addressed, the analysis described below points out that the 
financing constraint is the critical handicap to the GOK's 
ability to effectively provide health services. 

1. Government Revenue and Current Expenditures in Health 

No significant increase in public spending on health is 
expected in the near to medium term. Allocations within the 
MOH budget have been inconsistent with stated health 
priorities. Actual expenditures on priority programs often 
fall short of amounts budgeted. Imbalances in spending between 
personnel and non-wage recurrent costs have been worsening. 
Forward budgets show some encouraging trends, but such 
projections have been difficult to realize in the past. 

Limited possibilities for the GOK to improve its domestic 
revenue performance in the near to medium term mean that 
significant increases in public spending on health are 
unlikely. Kenya's overall domestic revenue effort in fiscal 
1988 was 23 percent of GDP, which compares favorably with those 
being achieved in other sub-Saharan African countries (less 
than 20 percent). During fiscal years 1984-1988, government 
revenue averaged 22.6 percent of GDP. The GOK revenue rose 
from 24 billion shillings in 1986 to almost 33 billion 
shillings in 1988, a real increase of almost 20 percent. Real 
recurrent health expenditures have risen by about 8 percent 
since 1985. However, with a population growth rate of 3.8 



percent (1989 estimate) per year, this represents a per capita 
decrease in real funds. With increased capital outlays, the 
health sector's share of total budget has remained relatively 
constant at about 7.6 percent. In light of this, and given 
that the GOK1s ability to further increase domestic revenue is 
limited (the long term target is 24 percent of GDP), no 
significant real increase in public expenditure on health is 
anticipated in the foreseeable future. 

Actual allocations within overall spending on health have been 
inconsistent with the GOK1s stated policy of emphasizing 
preventive, primary and rural health services. This is true 
for both recurrent and development expenditures. The way in 
which MOH budgets are structured makes it difficult to discern 
with accuracy the amount spent on these emphasis areas. A 
crude breakdown of expenditures (shown in Table 3, Annex C) for 
the 1982-87 period shows that the shares for preventive and 
primary health and for rural health services have been stable 
at roughly 4 and 8 percent of total recurrent expenditure, 
respectively. Spending on curative health services 
consistently accounted for almost 72 percent of recurrent 
expenditures. The share of curative health in development 
expenditure dropped from 82 to 40 percent from 1983 to 1987, 
but still took the largest share of the total. Development 
expenditures on rural. health rose from 15 to nearly 40 percent 
over the same period. 

The bias of allocations toward curative health services also is 
illustrated by the significant shortfall in actual recurrent 
expenditures for preventive and primary health care by as much 
as 27 percent from budgeted levels over the period 1984-87. 
During the same time period, recurrent expenditures on curative 
health services frequently exceeded the allocated budget by as 
much as fifty percent, the excess representing an amount 
greater than the total primary care budget in absolute terms 
( T a b l e  4, Annex C ) .  

A growing imbalance between personnel outlays and non-wage 
operating and maintenance expenditures has characterized MOH 
spending. Salaries and related expenses absorb 62.6 percent of 
the fiscal 1988 recurrent budget (Table 5, Annex C). 
Non-salary expenditures for operations (drugs, fuel, equipment, 
vehicles, and buildings) and maintenance account for 22.1 
percent of recurrent spending. The underfinancing of non-wage 
operating and maintenance outlays limits the effectiveness of 
health staff and reduces the quality of care. Health 
facilities, already absorbing capital and personnel budgetary 
resources, frequently report being inoperative for lack of 
drugs, fuel, or spare parts. 



2. Projections of Health Budgetary Allocation 

In the GOK forward budget issued in July 1988, the total 
expenditure on health as a proportion of all government 
expenditures is projected to remain at 7.6 percent annually 
during the 1990-92 period. The composition of the MOH forward 
budget reflects some attempt to address the need to increase 
spending on rural and preventive health, especially in the 
recurrent budget. The forward budgets also indicate the 
intention to increase overall spending for non-wage operating 
and maintenance costs. 

Budget estimates for fiscal 1989-92 (Table 6, Annex C) show 
increases in the share of both the recurrent and development 
budgets going to rural and preventive/promotive health 
services. Curative health is expected to lose some of its 
share of the recurrent and development budgets. 

The forward budgets for fiscal 1989-91 indicate some worsening 
of the ratio of personnel to non-wage recurrent costs imbalance 
to 20 percent in 1989, before a rise in the share of non-wage 
operating and maintenance funding to 24.7 percent in 1991 
(Table 5, Annex C). 

The trends shown in the forward budget allocations are 
favorable in that they show increasing the shares for currently 
underfunded primary care programs and functional expenditure 
categories. However, the magnitude of the shifts is modest. 
Moreover, the MOH has had difficulty in realizing its 
intentions in the past. 

3. Recurrent Expenditure Gap 

An analysis of recurrent cost estimates is necessary to assess 
the GOK's capacity to sustain a public service or facility once 
it has been put into place. Despite the importance of such 
estimates in analyzing the financial sustainability of ongoing 
service programs, they are difficult to make. Implicit in such 
estimates is some judgment about "acceptable" standards of 
operation of a public service, such as primary health care. 
Definition of the standards, to some extent, is subjective, may 
change over time, and is influenced by changes in certain 
policies. 

To date, there has not been any comprehensive estimation of 
required recurrent cost financing for existing public health 
services or facilities. This is partly because a significant 
portion of what normally can be considered recurrent spending 



is being financed by donors. Concerns about the growing 
recurrent cost financing gap and the eventual phasing out of 
donor support, have become more acute in recent years, 
resulting in increasing interest in health financing policies. 

Table 7 in Annex C attempts to shed some light on the recurrent 
cost financing for four major public health programs--expanded 
program on immunization (EPI), control of diarrheal disease 
(CDD), family planning, and essential drugs. The estimates are 
intended simply to illustrate the order of magnitude of the 
health financing problem. They are far from comprehensive and 
probably understate the extent of the problem. (For example, 
the estimated financing requirements for promotion of these 
programs in the rural health services are not readily 
available.) 

The financing gap for each program is derived by taking the 
difference between the required financing and the likely 
financing. The former is based on estimates contained in 
planning documents prepared by the donors. The latter is 
based on estimates as reflected in the government annual and 
forward budgets, and is intended to include likely donor 
assistance. All the estimates are shown in dollars using the 
current exchange rate. Implicit in the estimates of required 
financing is the assumption that such levels of assistance are 
necessary to maintain acceptable operating standards. 

The total annual recurrent cost financing gap for the four 
programs is estimated at about $5.8 million in 1989 and is 
expected to rise to $10 million by 1992 (see Table 7, Annex 
C). These program budget estimates do not include the GOK 
recurrent budget on salaries, estimated at 60 percent of 
program cost. 

An additional analysis developed for this PAAD reviewed MOH 
fiscal year 1988 budget requests against allocations for 11 
district hospitals in Rift Valley Province. The 11 districts 
(of a total of 42 nationwide) represent various levels of 
wealth and population density. As can be seen from Annex C, 
Tables 8A and 8B, institutions received only 29 percent of 
their estimated budget (excluding drugs) for non-wage recurrent 
costs for adequately financing those institutions. Even with 
an assumption of some over-estimation on the part of the 
district officers in order to obtain larger budgets, a large 
recurrent cost gap is evident. 



D. THE FUTURE OF THE HEALTH SECTOR 

1. Policy Implications 

The financing problems described above have become major 
constraints to sustainable achievement of health improvement 
and fertility reduction goals in Kenya. It is clear that 
needed preventive and primary health care activities are under 
financed. Increased financial resources and greater efficiency 
are needed to allow budgetary reallocations to priority 
programs that will reduce morbidity, mortality and fertility. 
The analysis in the previous sections leads to three major 
policy implications for future development of the health sector. 

a. Cost Sharing 

Given the macroeconomic situation, especially the tight 
budgetary position, significant real increases in budgetary 
resources allocated to health are unlikely. Thus, as part of 
the future health strategy, mobilization of additional 
resources will have to include other health financing options. 
The most important potential means of raising revenues is 
implementation of cost sharing through user fees in the MOH 
system, complemented by collective risk-sharing financing like 
health insurance. 

Budqet Reallocation 

Better utilization of existing health resources is needed, with 
particular emphasis on correcting misallocation of budgetary 
resources in the MOH. The disproportionately large share of 
government resources provided to hospital-based care and other 
secondary and tertiary services is not a cost-effective use of 
scarce public health sector funds. This high-cost approach, 
coupled w i t h  minimal cos t  recovery e f f o r t s  t o  da te ,  has 
significantly limited the scope for provision of health 
services in rural areas and for preventive and primary health 
care activities. National programs to address key preventable 
diseases that are the primary causes of high morbidity and 
mortality are still reaching only a small segment of the 
population. There is, therefore, an urgent need to redirect 
public resources from tertiary and secondary care to primary 
and preventive health care activities which can positively 
affect the MOH's ability to lower morbidity/mortality rates and 
result in fertility reduction. 

Another key area where budgetary reallocation is required is 
from personnel to non-personnel costs, essential for operation 
and maintenance of the existing health facilities. 
Reallocation within the health budget would make it possible to 



improve the efficiency and quality of health services, 
particularly by remedying shortages of drugs and medical 
supplies and by adequately funding maintenance of buildings, 
equipment and vehicles. 

Institutional Strengthening 

Institutional strengthening is needed to improve the 
coordination of health financing and services delivery policies 
in Kenya. Weak MOH administrative, management and planning 
structures have in part contributed to inconsistencies between 
announced health policy priorities and actual spending, as 
evidenced by inefficient utilization patterns, poor maintenance 
of health facilities, and an inefficient system of procurement 
and distribution of pharmaceuticals. Developing a more 
effective resource planning process in the MOH will require 
strengthening and improving coordination among staff 
responsible for planning health services, budgeting, 
accounting, and administration. 

Further, the coordination of the sector as a whole is weak. 
There is currently no comprehensive strategy or understanding 
of the abilities and roles of the various actors in the sector 
in terms of delivery and financing of health services in order 
to meet overall sector goals. 

2. GOK Health Financing Sector Strategy 

The GOK has recently taken several concrete steps with respect 
to cost sharing in the health sector. As indicated in the 
1989-1993 GOK Development Plan, the financing problem is seen 
as a major constraint in the health service delivery. The Plan 
describes in some detail the plans for implementing cost 
sharing. This includes proposals for introducing and/or 
e x p a n d i n g  c o s t  s h a r i n g  w i t h i n  NHIF a n d  KNH, a s  well a s  c o s t  
sharing within the MOH system more broadly. 

Under consideration are modest user charges at all levels of 
services except at the dispensary level which will be phased in 
over the next four years. The fee schedules are being 
structured at levels suggested in recent studies on the 
public's ability to pay and in relation to encouraging more 
appropriate patterns of use. 

In addition, the MOH is in the process of establishing a Health 
Care Financing Implementation Committee from within the 
Ministry to coordinate the implementation of the reform 
program. The Ministry actively participated in the recent 
World Bank-led Health Financing Mission (HFM) and sought advice 
and reactions to its cost-sharing plans. On the basis of the 



H F M ' s  recommendat ions ,  t h e  MOH r e v i s e d  i t s  imp lemen ta t ion  p l a n s  
f o r  c o s t  s h a r i n g  t o  r e f l e c t  more r e a l i s t i c  t a r g e t s  and 
t i m e f r a m e s  f o r  p h a s i n g  i n  t h e  i n t r o d u c t i o n  of u s e r  f e e s  a t  
f a c i l i t i e s .  I t  is a l s o  l o o k i n g  beyond c o s t - s h a r i n g  
imp lemen ta t ion  a s  a  way of i n c r e a s i n g  i t s  f i n a n c i n g  b a s e  and 
c o n s i d e r i n g  o t h e r  methods such  a s  i nves tmen t  p l a n n i n g ,  improved 
d r u g  procurement  and manpower deployment and r e s t r u c t u r i n g  a s  
l o g i c a l  n e x t  s t e p s  t o  improving  t h e  q u a l i t y  and e f f i c i e n c y  of  
h e a l t h  s e r v i c e s  i n  Kenya. 

111. PROGRAM STRATEGY AND RATIONALE 

A .  HEALTH F I N A N C I N G  STRATEGY 

The Kenya H e a l t h  Ca re  F i n a n c i n g  ( K H C F )  Program p r o p o s e s  t o  
a s s i s t  t h e  Government v i t h  imp lemen ta t ion  of t h e  c o s t - s h a r  i n g  
and budget  r e a l l o c a t i o n  r e f o r m s  which a r e  fundamen ta l  t o  
improving  and e n s u r i n g  t h e  long- te rm s u s t a i n a b i l i t y  of h e a l t h  
s e r v i c e s  i n  Kenya. The Program w i l l  f o c u s  on t h r e e  
i n s t i t u t i o n s ,  Kenya t t a  N a t i o n a l  H o s p i t a l  ( K N H ) ,  t h e  M i n i s t r y  of 
H e a l t h  ( M O H )  and t h e  N a t i o n a l  H e a l t h  I n s u r a n c e  Fund ( N H I F ) ,  
which a r e  key t o  imp lemen ta t ion  of t h e s e  r e f o r m s .  Cash 
t r a n s f e r  a s s i s t a n c e  w i l l  be p r o v i d e d  t o  t h e  Government on t h e  
b a s i s  of pe r fo rmance  based c o n d i t i o n a l i t y .  Loca l  c u r r e n c y  
c o u n t e r d e p o s i  ts  w i  11 be programmed t o  s u p p o r t  t h e  p o l i c y  and 
i n s t i t u t i o n a l  g o a l s  of t h e  Program and b roade r  h e a l t h  s e c t o r  
r e q u i r e m e n t s  of  t h e  MOH c o n s i s t e n t  w i t h  i t s  o v e r a l l  agenda .  
T e c h n i c a l  a s s i s t a n c e  and t r a i n i n g  w i l l  be p r o v i d e d  t o :  ( 1 )  
a s s i s t  t h e  t h r e e  implement ing  i n s t i t u t i o n s  t o  e s t a b l i s h  t h e  
a d m i n i s t r a t i v e  s y s t e m s  n e c e s s a r y  t o  i m p l e m e n t , c o s t  s h a r i n g ;  ( 2 )  
f u r t h e r  d e f i n e  t h e  long-term reform agenda;  and ( 3 )  moni tor  and 
e v a l u a t e  program impact .  

The proposed  KHCF p o l i c y  r e fo rm program t o  be f i n a n c e d  under 
A . I . D . ' s  A f r i c a n  Economic P o l i c y  Reform Program (AEPRP) 
mechanism i s  d e s i g n e d  a s  a  f i r s t  s t e p  i n  a  l onge r - t e rm,  
mul t i -donor  e f f o r t  i n  t h e  h e a l t h  s e c t o r .  Through t h e  r e c e n t  
World Bank-led H e a l t h  F i n a n c i n g  Miss ion  and o t h e r  c o l l a b o r a t i v e  
e f f o r t s ,  t h e  Bank, USAID, and o t h e r  i n t e r e s t e d  donor s  have  
r eached  a  consensus  w i t h  t h e  GOK on t h e  p o l i c y  r e fo rm agenda 
f o r  h e a l t h  c a r e  f i n a n c i n g .  

The fou r -yea r  KHCF Program w i l l  s u p p o r t  imp lemen ta t ion  of key 
p o l i c y  a c t i o n s  c o n c e r n i n g  c o s t  s h a r i n g  and h e l p  t h e  GOK and 
o t h e r  d o n o r s  t o  d e f i n e  a  much b r o a d e r  re form program e x p e c t e d  
t o  be implemented over  a  10-15 yea r  p e r i o d .  The proposed  USAID 
and  World Bank programs a r e  complementary,  w i t h  USAID t a k i n g  
t h e  l e a d  i n i t i a l l y ,  b o t h  th rough  program s u p p o r t  and t e c h n i c a l  
a s s i s t a n c e .  KHCF i s  e x p e c t e d  t o  form t h e  b a s i s  f o r  much l a r g e r  
r e s o u r c e  f l o w s  from t h e  Bank and o t h e r  d o n o r s .  



An assumption of the KHCF Program is that support for 
analytical studies will help the GOK further define its reform 
agenda and also leverage other donor resources to finance key 
elements of the reform program. Coordination will take place 
in designing and implementing studies in order to avoid 
duplication and to ensure that issues of importance to both the 
GOK and other interested donors are addressed. 

Future financial participation of USAID in the reform process 
beyond program assistance provided through this specially 
targeted effort is not contemplated. However, it is expected 
USAID will continue to provide limited technical support needed 
to sustain the reform process. In particular, review of and 
assistance toward expansion of the role of the private sector 
in assisting the GOK to meet health and fertility reduction 
targets would be an appropriate area for lower levels of future 
assistance. 

B. RATIONALE FOR PROGRAM ASSISTANCE 

While not all weaknesses in the health sector can be addressed 
through increased and more efficient financing, the financing 
problem affects virtually all aspects of the health care 
system. If not addressed, the prospects for improving and 
expanding both curative and preventive services are bleak. 

Effective adjustments made in health spending will contribute 
significantly to the achievement of not only the health 
sectoral objectives but also the budget rationalization goal. 
Sectoral program assistance can address the recurrent cost 
problem by supporting policy and institutional changes needed 
to ensure long-term sust:ainability. More appropriate financing 
of operating recurrent costs is needed to enable more efficient 
use of existing facilities and manpower and thereby contribute 
t o  GOK e f f o r t s  t o  con ta in  c o s t s .  

The GOK recognizes these points and is committed to embarking 
on a reform program. However, resources are needed to permit 
and encourage policy change. USAID program assistance for 
financial reforms is seen as a catalyst to development and 
implementation of a much larger reform process that will 
directly affect the sector's ability to affect health and 
demographic status and to better utilize GOK and donor 
resources. Funding and assistance at this stage in the reform 
process are particularly important to ensuring that appropriate 
reforms are undertaken and vulnerable groups are not negatively 
affected. The ability of the GOK to carry out any reform 
process will be substantially affected by the impact of these 
initial efforts. 



Comprehensive program assistance for support of these policy 
and administrative reforms is not available in the short term 
from other donors currently participating in the sector. 
Because of the significant role USAID has already played in 
assisting the GOK to define its health financing reform agenda, 
USAID/Kenya has a comparative advantage for undertaking 
effective interim support to the reform process. 

Although proposed USAID funding levels are low for policy 
reforms of the magnitude proposed, assessment of the recurrent 
cost constraints to implementation of the Program indicate that 
USAID'S financing will be able to substantially help to address 
the short-term financing requirements of a larger reform 
agenda. The KHCF Program can influence the appropriateness and 
quality of inputs available for the reform process and 
contribute to the eventual success of the longer-term program. 

In summary, the Program is needed to support a policy reform 
process critical to ensuring the long-term financial 
sustainability of publicly financed health services which are 
critical to improving health status and reducing fertility. 
USAID participation is appropriate on the basis of our 
commitment to helping ensure improved access to both primary 
and preventive health services for the poor in Kenya. 

C . OTHER DONOR ASS1 STANCE 
To date, the World Bank has been the other key donor in the 
health financing area. The Bank is planning a modest 
investment project with Kenyatta National Hospital. The 
project is to be appraised in FY 1990. A larger and broader 
Bank-led, policy-based health sector operation, with 
co-financing from other donors, is planned for FY 1991. Funds 
are to be disbursed beginning in FY 1992. The Bank's planning 
levels for these two operations are $15 million and $45 
million, respectively. Co-financing from other donors is 
expected to increase the funding level for the policy-based 
operation. The Bank program is expected to have three main 
components: Policy Reform, Traditional Project Activities, and 
Technical Assistance. 

The Policy Reform element will provide balance of payments 
support to the MOF in tranches tied to the formulation and 
implementation of an agreed list of policy reform and program 
measures. While the main thrust of A.I.D.'~ assistance will be 
implementation of cost-sharing reforms, the World Bank Project 
is proposed to broaden these reforms and to concentrate on 
cost-containment. 



The Traditional Project Activities segment will support to 
health service provider institutions of the MOH and the Nairobi 
City Commission. KNH will also receive financing for 
investment in material and human resource development and 
rehabilitation of physical assets to improve service delivery. 
The ~echhical Assistance element will provide support in the 
form of studies and institutional development assistance for 
policy preparation and implementation of policy reforms. 

A UNICEF project currently under consideration proposes to set 
up a system of revolving funds managed by communities to ensure 
the sustainability of drug supplies and provide income for the 
overall health sector. The proposed project would build on the 
current Essential Drugs Program (EDP) in which drug kits are 
supplied to all rural health facilities. Because the EDP 
cannot meet demand for all needed drugs and depends to a large 
extent on external financing, the introduction of drug fees 
will contribute to the continued financing of this program and 
to greater prospects for sustainability. However, in addition 
to institution of user fees, donors are encouraging additional 
GOK financing of EDP to ensure the availability of adequate and 
effective drugs. The UNICEF project will cost $3.9 million and 
is estimated to benefit more than six million people. It 
envisions maintaining uniformity with charges for drugs in 
government health facilities once cost sharing at all health 
units is instituted. Moreover, it will include a specially 
developed training program to improve management and the 
correct use of drugs at all levels, thereby affecting both 
efficiency and quality of services. This project will thus 
complement GOK efforts in cost sharing and cost containment 
throughout the health sector. 

The upcoming Provincial and District Study (PADS), jointly 
financed by USAID, DANIDA and ODA, will examine the issue of 
operational efficiency/effectiveness of MOH hospital-based 
services, as well as implementation issues relevant to cost 
sharing. DANIDA and SIDA are also jointly involved in an 
assessment of rural health facilities to determine needs for 
upgrading/expanding this level of service delivery. As part of 
this, and in conjunction with the USAID-financed Information 
and Planning Systems Project, DANIDA and SIDA are also 
analyzing methods for improving the planning and budgeting 
process for district-level services. 

RELATIONSHIP TO USAID COUNTRY DEVELOPMENT STRATEGY 

The goals of the KHCF Program are to improve the health status 
of the population and to contribute to MOH budget 
rationalization efforts. These are consistent and directly 



s u p p o r t i v e  of  U S A I D ' s  key o b j e c t i v e s ,  a s  s t a t e d  i n  t h e  1984 
Count ry  Development S t r a t e g y  S ta t emen t  (CDSS) and r e i t e r a t e d  i n  
t h e  1989-1991 Kenya Ac t ion  P l a n ,  c a l l i n g  f o r  promotion of 
i n c r e a s e d  economic growth and r e d u c t i o n  i n  p o p u l a t i o n  growth .  
In  t h e  h e a l t h  s e c t o r ,  USAID/Kenyals C h i l d  S u r v i v a l  Ac t ion  P lan  
(May 1987)  d e f i n e s  a  s t r a t e g y  f o r  r e d u c i n g  t h e  major c a u s e s  of 
ch i ldhood  m o r b i d i t y  and m o r t a l i t y  through s u p p o r t  f o r  c h i l d  
s u r v i v a l  i n t e r v e n t i o n s  s u c h  a s  c o n t r o l  of d i a r r h e a l  d i s e a s e s  
and expanded immunizat ion cove rage  and c o n t i n u e d  p r i o r i t y  on 
f a m i l y  p l a n n i n g  s e r v i c e s ,  n o t  o n l y  f o r  f e r t i l i t y  r e d u c t i o n ,  b u t  
a l s o  f o r  b i r t h  s p a c i n g  and m o r t a l i t y  r e d u c t i o n .  

USAID/Kenyals c u r r e n t  program p o r t f o l i o  f i n a n c e s  i n i t i a t i v e s  
t h a t  r e l a t e  i n  v a r y i n g  d e g r e e s  t o  t h e  g o a l s  of t h e  HCF 
program. One example is  t h e  S t r u c t u r a l  Adjustment  A s s i s t a n c e  
Program, w h i c h  s u p p o r t s  t h e  G O K ' s  o v e r a l l  economic 
s t a b i l i z a t i o n  e f f o r t s .  I n  t h e  p o p u l a t i o n  and h e a l t h  s e c t o r ,  
major a s s i s t a n c e  is  be ing  p rov ided  t o  improve t h e  G O K ' s  s e r v i c e  
d e l i v e r y  c a p a c i t y  na t ionwide  th rough  t h e  Family P l a n n i n g  
S e r v i c e s  and Suppor t  (FPSS) p r o j e c t .  Though t h a t  P r o j e c t  
f o c u s e s  on f a m i l y  p l a n n i n g ,  i t  i n c l u d e s  r e l a t e d  c h i l d  s u r v i v a l  
i n i t i a t i v e s  d e s i g n e d  t o  lower i n f a n t  m o r t a l i t y  and m o r b i d i t y .  
The FPSS p r o j e c t  i s  a l s o  s t r e n g t h e n i n g  t h e  MOH c a p a c i t y  t o  
e s t a b l i s h  improved i n f o r m a t i o n  and p l a n n i n g  s y s t e m s  r e l a t e d  n o t  
o n l y  t o  f a m i l y  p l a n n i n g  s e r v i c e s  bu t  a l s o  t o  d i s t r i c t - l e v e l  
p l a n n i n g  and budge t ing  p r o c e s s e s  r e l e v a n t  t o  
p r e v e n t i v e / p r o m o t i v e  s e r v i c e s ,  i . e . ,  c o n t r o l  of d i a r r h e a l  
d i s e a s e s  and immunizat ion s e r v i c e s .  The proposed KHCF Program 
is  s e e n  a s  s t r e n g t h e n i n g  t h e  G O K ' s  n a t i o n w i d e  c a p a c i t y  t o  
a c h i e v e  l a r g e r  g a i n s  i n  r e d u c i n g  f e r t i l i t y  and p o p u l a t i o n  
growth r a t e s  and expanding  c h i l d  s u r v i v a l  a c t i v i t i e s .  The 
Program s u p p o r t s  f i n a n c i n g  r e fo rms  a t  a l l  l e v e l s  of t h e  s e c t o r  
and is  t h e r e f o r e  expec ted  t o  improve t h e  e f f i c i e n c y  and 
s u s t a i n a b i l i t y  of t h e s e  o t h e r  USAID-funded a c t i v i t i e s .  

IV. PROGRAM DESCRIPTION 

A .  GOALS A N D  OBJECTIVES 

The u l t i m a t e  g o a l  of t h e  Kenya H e a l t h  Care  F i n a n c i n g  Program is 
t o  h e l p  t h e  GOK t o  improve t h e  h e a l t h  s t a t u s  of t h e  p o p u l a t i o n ,  
p a r t i c u l a r l y  women and young c h i l d r e n ,  and c o n t r i b u t e  t o  MOH 
budget  r a t i o n a l i z a t i o n .  I n c r e a s e d  f i n a n c i n g  f o r ,  and t h e r e f o r e  
expanded a v a i l a b i l i t y  and use  o f ,  p r i m a r y / p r e v e n t i v e  h e a l t h  
s e r v i c e s  w i l l  be an i m p o r t a n t  f a c t o r  i n  r e a c h i n g  t h e  g o a l .  
T h i s  w i l l  be a c h i e v e d  th rough  t h e  G O K ' s  p o l i c y  re form agenda 
i n t r o d u c i n g  c o s t  s h a r i n g  and by s h i f t i n g  e x i s t i n g  MOH budget  
r e s o u r c e s  from c u r a t i v e  t o  p r i m a r y / p r e v e n t i v e  s e r v i c e s .  
R e a l l o c a t i o n  of  budget  r e s o u r c e s  w i t h i n  t h e  h e a l t h  s e c t o r  w i l l  
a l s o  c o n t r i b u t e  t o  t h e  Program g o a l  of MOH budget  



rationalization. In order to accomplish these objectives, 
USAID will provide conditional program financing and technical 
assistance to facilitate and support the implementation of 
needed policy and institutional reforms. 

Through the reform process supported by this Program initiative 
and the financing provided, GOK expenditures for both 
preventive and primary health care are expected to increase in 
both absolute and percentage terms. While significant 
improvements in infant and young child mortality and fertility 
levels are unlikely to be seen in this period, as this Program 
supports the switch to preventive/primary care, it will 
strengthen the GOK and donor efforts in specific child survival 
activities. As a result, an increase in the availability and 
use of primary and preventive health services is expected, and 
perhaps a modest reduction in disease-specific mortality and 
morbidity. Over the short term, as cost sharing is phased in, 
investments in improving hospital-based care are expec-ted to 
address the non-wage recurrent financing needs of these 
facilities, thereby contributing to the MOH budget 
rationalization process. 

PROGRAM PURPOSE 

In order to achieve the longer-term goals of improved health 
and MOH budget rationalization, the purpose of the Program is 
to provide sustained increased financial resources for the 
delivery of efficient quality care in both curative and 
preventive/primary health services. Specifically, the Program 
will result in: 

o reallocation of financial resources in favor of 
preventive/primary health services; and 

o increased financial resources available to the 
overall health sector, in order to make reallocation 
feasible. 

By 1992, the end of the four-year program period, uSAI~/Kenya 
expects to see a reallocation of resources within the MOH 
budget such that the share of primary/preventive care will rise 
by 4-5 percent of the total allocated. It is also expected 
that by 1992, cost-sharing revenues will be equivalent to 10 
percent of the total MOH budget. 

Key assumptions linking the purpose and goal are that the GOK 
will remain committed to MOH budget rationalization and 
reallocation of resources toward preventive/primary care. -It 
is also assumed that the public's willingness to pay for 
services will lead to increased investments in improving the 
quality and efficiency of care and that the increased 



availability of resources in the sector will result in 
increased use of preventive and primary care which will lead to 
improvements in health. 

C. OUTPUTS 

In order to achieve the Program purpose of providing sustained 
increased financial resources for primary and preventive care 
and health care in general, the Program will support the MOH in 
a financial reform process. The Program will provide overall 
support and specific assistance for: 

o implementation of currently defined policy reforms; 

o further definition of the reform agenda; and 

o enhancement of MOH and implementing institutions' 
capacities to design, implement and evaluate the reform 
programs. 

1. Implementation of Currently Defined Policy Reforms ' 

To increase financing resources available to the sector, policy 
and institutional changes in cost sharing and the allocation of 
resources within the sector will be implemented. These policy 
and institutional changes include the following reforms and 
expected results. 

a. Establishment and implementation of a clear GOK 
policy on cost sharing in public sector health 
facilities. (Note: This policy will also affect 
the efficiency and quality-of services. ) 

Ministry of Health Facilities 

Initially, modest user charges will be established in all MOH 
hospitals and health centers. Fees will be structured with 
bypass charges to discourage inappropriate use of high-cost 
services. Administrative procedures for collecting, 
safeguarding, and accounting for cost-sharing revenues will be 
implemented or strengthened at all MOH facilities. 
Improvements in the quality of services will be required in 
order for cost sharing to be successfully implemented. Systems 
to waive fees for those unable to pay will be established or 
strengthened. The effects of cost sharing on efficiency and 
utilization, particularly by the poor, will be monitored. Data 
collected and analyzed through the monitoring system will be 
used to adjust the level and structure of fees over the life of 
the Program. Further, an appropriate referral system for all 



l e v e l s  o f  h e a l t h  c a r e ,  e v e n t u a l l y  i n c l u d i n g  t h e  p r i v a t e  s e c t o r ,  
w i l l  be  deve loped  and implemented. T h i s  w i l l  e n s u r e  t h a t  t h e  
l e a s t - c o s t l y  l e v e l  of  c a r e  w i l l  be u t i l i z e d  f o r  each  d i a g n o s i s .  

Kenyat ta  N a t i o n a l  H o s p i t a l  

A comprehens ive  c o s t - s h a r i n g  program and a  sys t em f o r  managing 
such  a  program w i l l  be  e s t a b l i s h e d  w i t h i n  K N H .  Charges  w i l l  be 
made f o r  i n p a t i e n t  and o u t p a t i e n t  s e r v i c e s .  T h e  c h a r g e s  w i l l  
be h i g h e r  t h a n  a t  p r o v i n c i a l  and d i s t r i c t  h o s p i t a l s ,  t o  
d i s c o u r a g e  i n a p p r o p r i a t e  u s e  of K N H .  I n  a d d i t i o n ,  f e e s  w i l l  be 
charged  f o r  a  se t  of  1 4  s p e c i a l i z e d  s e r v i c e s ,  i n c l u d i n g  
l a b o r a t o r y  e x a m i n a t i o n s .  T h e  sys t em i n  p l a c e  t o  waive f e e s  f o r  
t h o s e  u n a b l e  t o  pay c u r r e n t  t oken  c h a r g e s  w i l l  be 
s t r e n g t h e n e d .  Data w i l l  be c o l l e c t e d  t o  monitor  t h e  e f f e c t s  of 
t h e  f e e s  on f i n a n c i a l  a c c e s s  t o  s e r v i c e s  and on t h e  a p p r o p r i a t e  
use of K N H .  Revenue g e n e r a t e d  th rough  these c o s t - s h a r i n g  
measures  is e x p e c t e d  t o  f i n a n c e  a t  l e a s t  10 p e r c e n t  of t h e  
r e c u r r e n t  budget  of K N H  by y e a r  t h r e e  of t h e  Program. A s  a  
r e s u l t ,  t h e  p o r t i o n  of  t h e  K N H  budget  f i n a n c e d  by GOK g r a n t s  
w i l l  d e c r e a s e  by a n  e q u a l  p e r c e n t a g e .  

K N H  w i l l  a l s o  i n s t i t u t e  changes  i n  o r d e r  t o  improve 
e f f i c i e n c y .  I n  p a r t i c u l a r ,  t h e  program w i l l  s u p p o r t  p r o c e d u r e s  
and s t a f f i n g  r ev iews  i n  s i x  key depa r tmen t s  p r o v i d i n g  
s p e c i a l i z e d  s e r v i c e s ,  T h e  r ev iews  w i l l  p r o v i d e  a  b a s i s  f o r  
i n s t i t u t i n g  e f f i c i e n c y  and q u a l t i y  improvements a t  v a r i o u s  
l e v e l s  of  f i n a n c i n g .  A d d i t i o n a l l y ,  a  c o s t  f i n d i n g  ( c o s t  
a c c o u n t i n g )  sys tem w i l l  r e s u l t  i n  a v a i l a b i l i t y  of i n f o r m a t i o n  
r e q u i r e d  f o r  e f f i c i e n c y  g a i n s  th roughou t  K N H .  

b .  E s t a b l i s h m e n t  of a  p o l i c y  p e r m i t t i n g  a t  l e a s t  50 
p e r c e n t  of t h e  revenue  s e n e r a t e d  t h r o u a h  c o s t  
; ha r ing  t o  be r e t a i n e d  Gy t h e  GOK/MOH p r o v i d e r  
f a c i l i t y ,  w i th  t h e  remainder  t o  be used t o  - .  
f i n a n c e  p r e v e n t i v e  and p r imary  s e r v i c e s .  

To e n s u r e  t h a t  i n c e n t i v e s  e x i s t  f o r  f a c i l i t i e s  t o  c o l l e c t  u s e r  
f e e s  and t o  p r o v i d e  f i n a n c i a l  r e s o u r c e s  t o  f a c i l i t i e s  t h a t  
r e q u i r e  r evenues  t o  h e l p  pay f o r  bo th  e s s e n t i a l  r e p a i r s  and 
main tenance ,  a t  l e a s t  50 p e r c e n t  of t h e  revenue  g e n e r a t e d  w i l l  
be  r e t a i n e d  a t  t h e  f a c i l i t y  l e v e l .  Such d e c e n t r a l i z a t i o n  w i l l  
l e a d  t o  more a c c u r a t e  t a r g e t t i n g  of p r i o r i t y  needs and improved 
s e r v i c e  q u a l i t y .  G u i d e l i n e s  w i l l  be deve loped  by t h e  MOH 
d e f i n i n g  p r i o r i t y  e x p e n d i t u r e  items f o r  u s e  of t h e s e  r e v e n u e s .  
The b a l a n c e  w i l l  be used w i t h i n  t h e  MOH sys t em t o  f i n a n c e  
p r e v e n t i v e / p r i m a r y  s e r v i c e s .  



c. R e s t r u c t u r i n g  o f  t h e  N H I F  t o  i n t r o d u c e  
p r o g r e s s i v e  premium r a t e s ,  i n c r e a s e  reimbursement  
l e v e l s  t o  r e g i s t e r e d  p r o v i d e r s ,  and i n t r o d u c e  
modest ( i n i t i a l l y )  employer c o n t r i b u t i o n s .  

The NHIF w i l l  c o n t i n u e  t o  s e r v e  i t s  900,000 c o n t r i b u t o r s  and  
t h e i r  d e p e n d e n t s .  I t  w i l l  make some i n t e r i m  m o d i f i c a t i o n s  t o  
i t s  premiums and b e n e f i t  package ,  w h i l e  s t r e n g t h e n i n g  i t s e l f  
a d m i n i s t r a t i v e l y .  NHIF w i l l  r e v i s e  i ts  premium s c h e d u l e  t o  
make c o n t r i b u t i o n s  p r o g r e s s i v e  and t o  r e q u i r e  a  s m a l l  
c o n t r i b u t i o n  from employers .  The NHIF a l s o  w i l l  doub le  i t s  
reimbursement  r a t e s  t o  b r i n g  them more i n t o  l i n e  w i t h  
p r o v i d e r s '  c o s t s .  These measures  w i l l  h e l p  e n s u r e  t h e  s u c c e s s  
of  t h e  M O H ' s  c o s t - s h a r i n g  i n i t i a t i v e s  t o  t h e  e x t e n t  t h a t  N H I F  
c o n t r i b u t o r s  u se  MOH h o s p i t a l s .  

E a r l y  i n  t h e  Program p e r i o d ,  N H I F  w i l l  reexamine i ts  g o a l s  and 
o b j e c t i v e s  i n  l i g h t  of  t h e  chang ing  h e a l t h  f i n a n c i n g  s i t u a t i o n  
i n  Kenya and i t s  own improved a d m i n i s t r a t i v e  c a p a b i l i t i e s .  A t  
t h a t  time, i t  w i l l  c o n s i d e r  whether  t o  expand t h e  g r o u p s  i t  
c o v e r s  and whether  t o  improve i t s  package of b e n e f i t s .  

d .  Agreement w i t h  t h e  GOK on a  mechanism and 
t i m e t a b l e - d o n o r  
f i n a n c i n g ,  bo th  i n  a b s o l u t e  and p e r c e n t a g e  t e r m s ,  
t o r  p r e v e n t i v e  and p r imary  s e r v i c e s  w i t h i n  t h e  
r e c u r r e n t  budget  o f  t h e  MOH. 

I n  a d d i t i o n  t o  r e t e n t i o n  of c o s t - s h a r i n g  revenue  by t h e  MOH and 
t h e  p r o v i d e r  f a c i l i t i e s  f o r  t h e  f i n a n c i n g  of p r e v e n t i v e  and 
p r imary  s e r v i c e s ,  t h e  MOH w i l l  s t r e n g t h e n  p l a n n i n g  and 
b u d g e t i n g  sys t ems  w h i c h  w i l l  make d e t e r m i n a t i o n s  and e s t a b l i s h  
t imef rames  f o r  r e a l l o c a t i n g  t h e  o v e r a l l  MOH budget  i n  o r d e r  t o  
r a i s e  t h e  p r o p o r t i o n  of  r e s o u r c e s  g o i n g  t o  p r i m a r y / p r e v e n t i v e  
c a r e .  

2 .  F u r t h e r  D e f i n i n g  of t h e  Reform Agenda 

Under t h i s  AEPRP, USAID w i l l  s u p p o r t  t h e  f i r s t  s t a g e  of a  
r e fo rm program w h i c h  i n t r o d u c e s  major c o s t  s h a r i n g  p o l i c y  
r e fo rms  i n  t h e  h e a l t h  s e c t o r .  Those r e fo rms  w i l l  form t h e  
b a s i s  f o r  an IBRD-led mul t i -donor  c o - f i n a n c i n g  e f f o r t .  The 
subsequen t  donor  a s s i s t a n c e  is  v e r y  much dependent  upon t h e  
a n t i c i p a t e d  AEPRP s u p p o r t ,  w h i c h  w i l l  bo th  s u p p o r t  r e fo rms  t h a t  
a r e  r eady  t o  be implemented and h e l p  shape  a  comprehens ive  
r e fo rm program s u i t a b l e  f o r  broad  donor s u p p o r t  t h rough  a  10-15 
yea r  e f f o r t .  



The initial reform initiatives supported in this Program are 
largely policy-oriented reforms which require changes that 
affect how the MOH, KNH and the NHIF relate to the Ministry of 
Finance and other parts of the GOK. As the agenda is further 
defined, emphasis will be placed on institutional and 
structural reforms that relate more directly to the internal 
structure and organization of the MOH and the implementing 
institutions with a focus on improving efficiency or cost 
containment. Clearly it is more difficult to specify at this 
point the expected achievements resulting from reforms that 
have yet to be defined or fully analyzed. However, based on 
Consultation with the GOK and other donors, further reforms in 
the following areas are anticipated. The MOH will devise and 
begin to implement a consistent agenda for reform. The MOH 
will clearly define additional institutional reforms 
emphasizing cost containment and cost efficiency including 
procurement and distribution of drugs, health manpower 
development and deployment policies, and investment planning 
requirements (short and long term). In order to fulfill its 
mandate as the GOK's coordinator for health sector activities, 
the MOH will re-examine and possibly redefine the roles played 
by the public sector, private sector, parastatals, communities 
and donors in the provision of health services. Support will 
be provided to the MOH in undertaking this strategic study 
effort. KNH will plan for and implement further efficiency 
reforms and quality improvements throughout the institution. 
KNH will also define a strategy that links its reform agenda 
with an overall investment program. NHIF will develop and 
initiate implementation of a business plan for reaching defined 
targets and goals. This will include appropriate use of 
planning tools, actuarial analysis, and use of automated data 
processing capabilities. Support will be provided to NHIF to 
assist it in developing in collaboration with the MOH a 
strategy that further defines its role in national insurance 
coverage. 

3. Enhanced Institutional Capacity 

Through the training and technical assistance provided by the 
Program, the capacity of the MOH, KNH, and the NHIF to support 
and achieve the Program's objectives will be enhanced. The 
institutions will demonstrate improved organizational ability 
to conduct policy analyses, monitor the implementation of 
activities and evaluate the impact of reforms. The MOH will 
establish the Health Care Financing (HCF) Implementation 
Committee from within its system to serve as the focal point on 
cost sharing implementation, to conduct health care financing 
analysis, develop strategies and coordinate all aspects of the 
reform. KNH will demonstrate improved management competence in 



administering operations and finances. While NHIF1s day-to-day 
operations will be more administratively efficient, 
organizationally it will also demonstrate increased strategic 
analysis and planning abilities required for responding to 
national health sector objectives. 

The key assumptions linking the outputs and purpose are: (1) 
that the GOK will retain its commitment to the reform program 
as evidenced by timely submission of implementation plans 
satisfactory to USAID; (2) that inappropriate utilization of 
higher-level (particularly hospital) services can be 
significantly decreased with the bypass penalty structure of 
the fees and strengthening of referral procedures; ( 3 )  that the 
MOH will allocate staff needed to lead the reform effort and 
will endorse and act upon the agreed policy reform measures; 
(4) that introduction of cost sharing will not meet with strong 
adverse public reaction and that it will be sufficiently 
acceptable to enable significant resources to be generated; ( 5 )  
that the further definition of the reform agenda will leverage 
additional donor resources to help implement a broad-based 
reform program in the sector; (6) that the GOK will retain its 
commitment to reduce the public subsidy to KNH; and 7) that 
legislation will be approved to make NHIF a State Corporation. 

D. PROGRAM INPUTS 

The Program is organized into two components: 1) cash resource 
transfers - (Program), and 2) technical assistance - (Project). 

1. Cash Resource Transfers - Program: 

Dollar disbursement will be made directly to the Grantee, the 
Ministry of Finance, in tranches on satisfaction of conditions 
precedent. The conditions precedent to initial and subsequent 
disbursements of funds are expected to ensure attainment of the 
outputs of the AEPRP. These policy-based conditions are 
considered essential to achievement of the Program's purpose of 
providing increased sustained financial resources for the 
delivery of efficient quality health care in Kenya. The 
conditions precedent define a series of policy and 
institutional reform measures to be undertaken by the three 
implementing institutions. The rationale for conditions 
precedent, performance benchmarks and suggested criteria are 
defined in detail in Section 1V.E and Annex G. 

As called for in the conditions precedent, within a period of 
time from dollar disbursement to the Grantee, (e.g., 60 days) 
to be specified in the grant agreement, the GOK will establish 
a Kenya Shilling Counterdeposit Special Account. The account 
will serve as additional, but separate, budgetary resources and 



shall be programmed jointly by the GOK and USAID as additive 
resources for the MOH, KNH and the NHIF. It is anticipated 
that use of the local currency will assist these institutions 
in meeting the costs associated with introduction and 
implementation of reforms. 

The needs of the three institutions for local currency support 
to carry out the reforms vary greatly. The MOH has the 
greatest need for support since it will be undertaking cost 
sharing at close to 78 hospitals and more than 1500 health 
facilities. Cost sharing at dispensaries will be phased in 
later in the Program. The new policy will require systems 
development, training, possibly restructuring staff for more 
appropriate skill utilization or hiring some new staff, 
printing of forms and receipts, and additional supervision. In 
addition to the costs of implementation itself, the MOH will 
need to ensure that quality of services is improved to 
standards at which the public will be willing to pay user 
charges. This will be achieved, for example, by ensuring that 
drugs and supplies are present at facilities and by making 
essential repairs to buildings and equipment. 

KNH has the second largest need for local currency support. 
KNH will need to hire new personnel, develop new systems, make 
drugs and supplies readily available, and make essential 
repairs to facilities and equipment. 

The NHIF has relatively few needs for local currency support. 
It has run a surplus on operations for many years, so it has 
substantial reserves. The local currency costs of its interim 
reform program will be hiring of additional staff for its new 
actuarial and planning divisions, preparation of facilities for 
installation of automation equipment, and training. 

The tranches are in relatively greater amounts at the initial 
disbursement to provide the institutions with the resources 
needed to start the reform process. The table below shows the 
disbursements planned, by tranche, for each: 

($000) 
Initial Intermediate Final Total 

MOH 
K NH 
NHIF 
TOTAL 4,600.0 3,100.0 2,000.0 9,700.0 

Technical Assistance, Studies and Training (Project) 

Short-term and long-term technical assistance (TA) will be 
provided under the projectized element of this AEPRP. This 



t e c h n i c a l  a s s i s t a n c e  w i l l  ( a )  h e l p  develop d e t a i l e d  
implementa t ion  p l a n s  f o r  c o s t  s h a r i n g ;  ( b )  a s s i s t  w i t h  t h e  
implementa t ion  of t h e  reform program; ( c )  a s s i s t  i n  t h e  a n a l y s e s  
l e a d i n g  t o  t h e  f o r m u l a t i o n  of t h e  comprehensive h e a l t h  f i n a n c i n g  
s t r a t e g y  and subsequent  reform agenda; ( d )  h e l p  monitor and 
e v a l u a t e  t h e  implementat ion of t h e  reform program, p a r t i c u l a r l y  
t h e  fee-waiver  sys tem,  t h e  revenue p r o j e c t i o n s ,  and t h e  e f f e c t s  
o f  t h e  f e e  s t r u c t u r e  on r e f e r r a l s ;  ( e l  h e l p  t h e  MOH d e v i s e  a  
s y s t e m a t i c  method f o r  a l l o c a t i o n  of funds  t o  e n s u r e  ba lanced and 
adequate  f i n a n c i n g  of a l l  s e r v i c e s  and t o  d imin i sh  r e g i o n a l  
d i s p a r i t i e s ;  and ( f )  through p a r t i c i p a t i o n  i n  p o l i c y  s t u d i e s  and 
e v a l u a t i o n ,  p rov ide  on- the- job  t r a i n i n g  t o  Kenyan c o u n t e r p a r t s .  

Modest l e v e l s  of commodity a s s i s t a n c e ,  e . g . ,  micro-computers and 
s o f t w a r e  s p e c i f i c a l l y  r e l a t e d  t o  t h e  management of c o s t  s h a r i n g  
would be provided.  Support  w i l l  a l s o  be g iven  f o r  p o l i c y  
s t u d i e s ,  mid- and long-range p l a n n i n g ,  moni to r ing  of c o s t  s h a r i n g  
a t  MOH, and t h e  e s t a b l i s h m e n t  of an a c t u a r i a l  d a t a  base  and 
a n a l y t i c a l  c a p a b i l i t y  a t  NHIF .  Long- and s h o r t - t e r m  t r a i n i n g  i s  
a l s o  p lanned ,  both t o  e s t a b l i s h  t h e  c a p a c i t y  t o  develop,  p l a n  and 
implement reforms,  and t o  a s s e s s  t h e i r  e f f e c t s ,  a s  we l l  a s  t o  
f a c i l i t a t e  implementat ion of t h e  proposed c o s t - s h a r i n g  re fo rms .  

The proposed t e c h n i c a l  a s s i s t a n c e ,  commodity s u p p o r t ,  and 
t r a i n i n g  is t h e  p r o j e c t i z e d  element  of t h e  AEPRP. A t o t a l  o f  
$7.06 m i l l i o n  ( t o  i n c l u d e  $5 .3  m i l l i o n  i n  USAID f i n a n c i n g  and 
$1.76 m i l l i o n  i n  GOK c o n t r i b u t i o n )  is planned over t h e  four -yea r  
program p e r i o d ,  w i t h  t h e  bulk of t h e  funds  t o  be used f o r  
t e c h n i c a l  a s s i s t a n c e  and r e l a t e d  c o s t s  a s s o c i a t e d  w i t h  p o l i c y  
s t u d i e s ,  reform implementa t ion ,  and i n s t i t u t i o n a l  s t r e n g t h e n i n g .  

A t  t h i s  s t a g e ,  i t  is planned t h a t  one TA c o n t r a c t  would be 
f i n a n c e d  t o  i n c l u d e  r e s o u r c e s  f o r  t h e  f i n a n c i n g ,  management and 
implementa t ion  of long-term and shor t - t e rm t e c h n i c a l  a s s i s t a n c e ,  
long-term t r a i n i n g  i n  t h e  USA, i n t e r n s h i p s  a t  o t h e r  p r i v a t e  
health facilities for KNH, short-term training in-country, study 
t o u r s  and l i m i t e d  commodity procurement .  The TA c o n t r a c t  w i l l  be 
a  j o i n t  U.S.-Kenya p roposa l  and would u t i l i z e  a s  much l o c a l  
Kenyan TA a s  p o s s i b l e .  A t  l e a s t  one long-term a d v i s o r  and 
approx imate ly  6 0  p e r c e n t  of l o c a l  TA w i l l  be Kenyan. Kenyan 
e x p e r t s  from both t h e  p u b l i c  and p r i v a t e  s e c t o r s  w i l l  be engaged, 
wherever p o s s i b l e ,  t o  p rov ide  t e c h n i c a l  s u p p o r t .  

T e n t a t i v e  breakdowns of a c t i v i t i e s  t o  be funded under t h e  TA 
c o n t r a c t  fo l low:  

a .  Long-term t e c h n i c a l  a s s i s t a n c e :  Seven person y e a r s  
of  lonq-term t e c h n i c a l  a s s i s t a n c e  a r e  budgeted under t h e  g r a n t :  
f o r  t h e  MOH HCF Implementing Committee, t h r e e  long term a d v i s o r s  
a r e  p lanned - h e a l t h  economist ( 2  y e a r s ) ,  h e a l t h  p l a n n e r /  



evaluation expert (2 years), and management/ financial expert (2 
years); for NHIF a health insurance specialist (1 year) who will 
then be available under short-term TA follow-up for 1 month per 
year in years 2 and 3 of the Program. The MOH advisors will 
assist the MOH in overall strategic planning, reporting, 
monitoring impact and referral systems. They will also join the 
key unit to manage the various in-puts to the total reform 
program. The NHIF advisor will focus on overall strategic 
planning and on development of the modified goals and objectives 
of the Reform Agenda. 

b. Short-term technical assistance: Seventy-five 
person months o f n c e  are programmed 
in illustrative areas shown below. The specific study agendas 
and corresponding short-term TA will be specified in each 
institution's annual plans and specifics may change over time to 
meet evolving needs. 

(1) M0H:- General development and continued monitoring of 
cost-sharing plans and evaluation including private sector, 
referral systems, fee-waiver systems, financial management to 
develop computer models for fee generations and development of 
local training materials to initiate and monitor cost sharing. 

(2) NHIF: Development of a planning division, assessment and 
development of needed actuarial resources, defining and reaching 
a consensus within NHIF regarding the appropriate role of NHIF in 
meeting health sector goals, assessment of automation needs, 
strategic planning, and development of a system for monitoring 
costs and quality of service providers. 

(3) KNH: Development and implementation of cost-sharing and 
cost-containment reforms, including assistance for the following: 
development of implementation plan for introducing cost sharing 
with the proposed fee schedules and waiver systems for the 
general, private wing, and specialized services in KNH. The 
implementation plans would also define the administrative 
systems, training and capital improvement requirements, and 
systems for monitoring/evaluation. Development of a model fee 
waiver system with a monitoring /evaluation plan to assess impact 
of the system. Development of a model for projecting and 
developing benchmarks for estimated revenues to be generated from 
the user fee schedules for each area of services (general, 
private wing, and specialized). Identification and 
implementation of cost-containment strategies including 
development of a rationalized staffing plan for the private wing 
and specialized services, and development and implementation of a 
cost-accounting system for KNH. 



c. S t u d i e s :  P o l i c y - r e l a t e d  s t u d i e s  a r e  p l anned  i n  
s u p p o r t  of t h e  Program. I l l u s t r a t i v e  t o p i c s  f o r  s t u d i e s  a r e  
i d e n t i f i e d  above under s h o r t - t e r m  TA. A l l  s t u d i e s  w i l l  be 
c l o s e l y  c o o r d i n a t e d  w i t h  o t h e r  donor a c t i v i t i e s  i n  t h e  HCF a r e n a ,  
p a r t i c u l a r l y  t h e  World Bank, SIDA, D A N I D A  and U N I C E F .  S p e c i f i c  
s t u d y  agendas  w i l l  be f i n a l i z e d  by t h e  GOK implement ing  
i n s t i t u t i o n s  and t h e  TA c o n t r a c t o r  and shown i n  t h e  y e a r l y  
imp lemen ta t ion  p l a n s .  

d .  Long-term t r a i n i n g :  Ten p a r t i c i p a n t s  w i l l  r e c e i v e  
Mas te r s  Level  t r a i n i n g  i n  H e a l t h  Economics ( 2 1 ,  ~ e a l t h / ~ o s p i t a l  
A d m i n i s t r a t i o n  ( 2 ) ,  B u s i n e s s  A d m i n i s t r a t i o n  ( 2 1 ,  H e a l t h  
P l a n n i n g / E v a l u a t i o n  ( 2 ) ,  and I n f  o rma t ion  Systems ( 2 )  i n  t h e  USA. 

e .  I n t e r n  t r a i n i n g :  The c o n t r a c t o r  w i l l  d e v e l o p  and 
implement a  7 month mid - l eve l  management t r a i n i n g  program 
u t i l i z i n g  i n t e r n s h i p s  and mentor r e l a t i o n s h i p s  a t  f a c i l i t i e s  
o u t s i d e  of Kenya f o r  1 2  p e r s o n s  f o r  K N H  p e r s o n n e l .  

f .  S h o r t - t e r m  t r a i n i n g :  For MOH and K N H  - f i v e  p e r s o n s  
t o  be t r a i n e d  i n  t h e  USA i n  h e a l t h  economics  and f i n a n c e ;  
twenty- four  mid - l eve l  managers o u t s i d e  of A f r i c a  and twen ty - fou r  
m i d - l e v e l  managers i n  t h e  ~ f r i c a  r e g i o n  i n  h e a l t h / h o s p i t a l  
a d m i n i s t r a t i o n ,  f i n a n c i a l  p l a n n i n g  and b u d g e t i n g ,  and o t h e r  
s p e c i a l i t i e s  a s  i n d i c a t e d  i n  t h e  y e a r l y  imp lemen ta t ion  p l a n s ;  and 
f o r  t h e  MOH l o c a l  t r a i n i n g  i n  h e a l t h  f i n a n c e  f o r  t h e  MOH HCF 
Imp lemen ta t ion  Committee. For N H I F -  a n n u a l  f a c i l i t a t e d  p l a n n i n g  
r e t r e a t s .  I n  a d d i t i o n ,  T r a i n i n g  of T r a i n e r s  (TOT)  w i l l  be 
s u p p o r t e d  a t  t h e  MOH i n  s p e c i f i c  manangement t e c h n i q u e s  f o r  
i n t r o d u c t i o n  and imp lemen ta t ion  of c o s t  s h a r i n g .  These  t r a i n e r s  
(unde r  t h e  e x i s t i n g  MOH c o n t i n u i n g  e d u c a t i o n  program) w i l l  t h e n  
p r o v i d e  i n - c o u n t r y  t r a i n i n g  t o  t h e  D i s t r i c t  H e a l t h  Management 
Team. 

g .  O b s e r v a t i o n  Tours :  One f o r  s e l e c t e d  members of t h e  
MOH H e a l t h  C a r e  F inance  S t e e r i n g  Committee,  t o  r ev i ew t h r e e  
d i f f e r e n t  p r i v a t e / p u b l i c  s e c t o r  f i n a n c i n g  a l t e r n a t i v e s ;  one f o r  
N H I F ' s  s e n i o r  management i n c l u d i n g  t h e  new c h i e f  of t h e  P l a n n i n g  
D i v i s i o n  t o  rev iew i n s u r a n c e  s y s t e m s  i n  t h e  USA. 

h .  Commodities:  For MOH - p r o v i s i o n  of computer  
hardware  and s o f t w a r e ,  t r a i n i n q  and l i m i t e d  commodi t ies  f o r  t h e  
HCF Imp lemen ta t ion  commit tee .   or NHIF - p r o v i s i o n  and 
i n s t a l l a t i o n  of computer hardware  and s o f t w a r e  r e q u i r e d  t o  meet 
a u t o m a t i o n  r e q u i r e m e n t s .  

i .  O t h e r :  R e l a t e d  t o  TA and e v a l u a t i o n  r e q u i r e m e n t s ,  
b u t  funded o u t s i d e o f  t h e  TA c o n t r a c t  a r e  t h e  f o l l o w i n g  
a c t i v i t i e s :  



o ~valuation/Audit: Two evaluations are scheduled; one at 
mid-term and one at completion of the TA contract. One 
audit is scheduled approximately two-thirds into Program 
implementation. 

o Program Support: Under this Program USAID will a.lso hire one 
local health economist (PSC) to monitor the technical inputs 
to the TA contract and provide technical guidance to 
USAID/Kenya. 

Budget 

Technical Assistance 

Long-term 
Short-term 

Studies and Analysis 

Training 
Commodit ies 
Contingencies 
Evaluation/Audit 
PSC 
Other Costs 

Total 

GOK: It is expected that the implementing agencies will provide - 
the following in-kind contributions: 

o Appropriate counterpart staff as required to maximize the 
transfer of skills; 

o Salaries of counterpart staff and trainees; 

o Appropriate office space, furnishings and electrical 
configuration for computer and machinery; 

o Administrative and secretarial support for long-term 
consultants and for short-term consultants as appropriate; 

o Recurrent costs associated with work for long-term 
consultants including paper and supplies, and 

o Access to mid- and senior-levels of the GOK as required in 
conducting studies or developing recommendations for reform. 



E. PROGRAM.CONDITIONALITY AND NEGOTIATING STATUS 

The fo l lowing  a r e  t h e  pol icy-based c o n d i t i o n s  upon s a t i s f a c t i o n  
of  which d isbursement  w i l l  be made. The c o n d i t i o n s  f a l l  i n t o  
t h r e e  c a t e g o r i e s :  (1) c o n d i t i o n s  a p p l i c a b l e  only  t o  i n i t i a l  
d i sbursement ;  ( 2 )  c o n d i t i o n s  a p p l i c a b l e  t o  e v e r y  d i sbursement ,  
r e g a r d l e s s  of t h e  i n s t i t u t i o n  invo lved ;  and ( 3 )  a d d i t i o n a l  
c o n d i t i o n s  p e r t a i n i n g  o n l y  t o  t h e  d i sbursements  f o r  p a r t i c u l a r  
i n s t i t u t i o n s .  Only t h e  c o n d i t i o n s  i n  ca tegory  one w i l l  app ly  t o  
t h e  t e c h n i c a l  a s s i s t a n c e  and t r a i n i n g  p o r t i o n  of t h i s  program. 
The major p o l i c y  changes which a r e  suppor ted  by t h i s  program a r e  
r e f l e c t e d  i n  t h e  c o n d i t i o n s ,  p a r t i c u l a r l y  t h o s e  i n  c a t e g o r y  two. 
C e r t a i n  of t h e  c o n d i t i o n s  i n  c a t e g o r y  t h r e e  r e q u i r e  t h a t  
implementat ion p l a n s  be developed t o  i n i t i a t e  c o s t - s h a r i n g  or 
revenue enhancing measures f o r  t h e  p a r t i c u l a r  i n s t i t u t i o n s ,  and 
t h a t  i n t e r i m  and f i n a l  benchmarks ( c o n c e r n i n g ,  among o t h e r  
t h i n g s ,  f i n a n c i a l  per formance)  be e s t a b l i s h e d  i n  s u c h  
implementat ion p l a n s .  S p e c i f i c  po l i cy -based  a c t i o n s  a l s o  a r e  
d e s c r i b e d  a s  p a r t  of t h e  c o n d i t i o n s  i n  c a t e g o r y  t h r e e .  U n t i l  t h e  
implementat ion p l a n s  a r e  developed,  however, i t  i s  not  r e a l i s t i c  
t o  s p e c i f y  p r e c i s e  f i n a n c i a l  t a r g e t s  f o r  t h e  c o s t  s h a r i n g  and 
revenue enhancing measures.  These t a r g e t s  w i l l  be f u l l y  
n e g o t i a t e d  w i t h  t h e  GOK w i t h i n  t h e  concep t s  h e r e i n  s e t  f o r t h .  
Given t h e  dynamic environment i n  w h i c h  t h i s  program is  being 
developed and implemented, and t h e  p robab le  need f o r  r e f i n e m e n t s  
a s  a d d i t i o n a l  d a t a  i s  developed,  p r o j e c t  implementat ion l e t t e r s  
( " P I L S " )  w i l l  be i s sued  by A . I . D .  t o  f u r t h e r  s p e c i f y  t h e  
requ i rements  f o r  compliance w i t h  each  c o n d i t i o n .  Annex G 
d i s c u s s e s  t h e  c r i t e r i a  and p rocedures  w h i c h  w i l l  be used t o  
s p e c i f y  a p p r o p r i a t e  pa ramete r s  f o r  t h e  c o n d i t i o n s  i n  c a t e g o r y  
t h r e e .  

The p r i n c i p a l  p o l i c y  i s s u e s  and proposed measures o u t l i n e d  i n  
t h i s  document have been d i s c u s s e d  and c a r e f u l l y  reviewed a t  t h e  
Permanent S e c r e t a r y  l e v e l  i n  t h e  M i n i s t r y  of Finance ,  t h e  
M i n i s t e r  l e v e l  a t  Heal th ,  and a t  t h e  Chief Execut ive  O f f i c e r  
( C E O )  l e v e l s  a t  K N H  and NHIF .  The p r i n c i p l e s  of how t h e  
USAID/Kenya HCF Program would r e l a t e  t o  t h e  G O K ' s  reform agenda 
and a n t i c i p a t e d  o t h e r  donor s u p p o r t  have been agreed upon w i t h  
t h e  GOK. The o v e r a l l  c o n d i t i o n s  r e l a t i n g  t o  t h e  MOF governing 
e v e r y  d isbursement  have been n e g o t i a t e d  and agreed upon i n  
p r i n c i p l e .  Each implementing i n s t i t u t i o n  has c a r e f u l l y  reviewed 
i t s  r e s p e c t i v e  c o n d i t i o n s  i n  d r a f t  form. Yearly implementat ion 
p l a n s  f o r  each of t h e  i n s t i t u t i o n s  w i l l  s e r v e  t o  f i n e - t u n e  any o f  
t h e  benchmarks or  c o n d i t i o n s  based on e x p e r i e n c e  i n  
implementat ion.  A t  t h i s  s t a g e  i n  t h e  USAID/GOK n e g o t i a t i o n s ,  i t  
i s  no t  a n t i c i p a t e d  t h a t  major m o d i f i c a t i o n s  w i l l  be made t o  t h e  
agreement t e x t  d e t a i l e d  below. Throughout t h e  n e g o t i a t i o n  



p r o c e s s ,  d i s c u s s i o n s  h a v e  b e e n  h i g h l y  p o s i t i v e  a n d  h a v e  r e f l e c t e d  
t h e  i m p l e m e n t i n g  i n s t i t u t i o n s '  v i e w  t h a t  t h e  KHCF P r o g r a m  g o a l s  
a r e  c o n s i s t e n t  w i t h  t h e i r  own r e f o r m  a g e n d a s .  A few d e t a i l s  o n  
i m p l e m e n t a t i o n  p r o c e d u r e s  r e m a i n  t o  be n e g o t i a t e d .  T h e s e  m a t t e r s  
s h o u l d  b e  r e s o l v e d  by mid /end  J u l y  1 9 8 9 .  

U S A I D  h a s  r e c e i v e d  a  f o r m a l  r e q u e s t  f o r  a s s i s t a n c e  f r o m  t h e  GOK 
( S e e  Annex N ) .  

1. C o n d i t i o n s  P r e c e d e n t  t o  I n i t i a l  D i s b u r s e m e n t  

P r i o r  t o  a n y  d i s b u r s e m e n t  by A . I . D .  o f  t h e  d o l l a r s  made a v a i l a b l e  
u n d e r  t h i s  G r a n t ,  o r  t o  t h e  i s s u a n c e  by A . I . D .  o f  d o c u m e n t a t i o n  
p u r s u a n t  t o  wh ich  s u c h  payment  w i l l  b e  made, t h e  GOK s h a l l  
p r o v i d e ,  i n  f o r m  a n d  s u b s t a n c e  s a t i s f a c t o r y  t o . A . 1 . D . :  

a .  D o c u m e n t a t i o n  c o n f i r m i n g  t h e  G r a n t e e  h a s  e s t a b l i s h e d  a  
s e p a r a t e ,  numbered  S p e c i a l  A c c o u n t  e n t i t l e d  "1989  A . I . D .  
H e a l t h  C a r e  F i n a n c i n g  P r o g r a m n  f o r  d e p o s i t  t h e r e i n  o f  Kenya 
S h i l l i n g s  i n  a m o u n t s  e q u a l  t o  t h e  d o l l a r  d i s b u r s e m e n t s  made 
by A . I . D .  t o  t h e  Governmen t  o f  Kenya u n d e r  t h i s  P r o g r a m .  

b .  E v i d e n c e  t h a t  t h e  GOK c o n c u r s  w i t h  t h e  R e q u e s t  f o r  P r o p o s a l  
(RFP)  f o r  t h e  USAID f i n a n c e d  t e c h n i c a l  a s s i s t a n c e  a n d  
t r a i n i n g  t o  b e  f u n d e d  u n d e r  t h e  c o m p l e m e n t a r y  H e a l t h  C a r e  
F i n a n c i n g  P r o j e c t  Agreemen t .  

D a t e  f o r  c o m p l i a n c e  w i t h  CP: November I ,  1 9 8 9 .  

C o n d i t i o n s  P r e c e d e n t  t o  E v e r y  D i s b u r s e m e n t  

P r i o r  t o  t h e  f i r s t  d o l l a r  d i s b u r s e m e n t  u n d e r  t h i s  g r a n t  and  p r i o r  
t o  e a c h  s u b s e q u e n t  d o l l a r  d i s b u r s e m e n t  ( e x c e p t  w i t h  r e s p e c t  t o  
t e c h n i c a l  a s s i s t a n c e  a n d  t r a i n i n g )  u n d e r  t h i s  G r a n t ,  t h e  GOK 
s h a l l  p r o v i d e ,  i n  fo rm a n d  s u b s t a n c e  s a t i s f a c t o r y  t o  A . I . D . ,  
d o c u m e n t a t i o n  c o n f i r m i n g  t h a t :  

a .  . The b u d g e t  a l l o c a t i o n s  f o r  t h e  MOH, K N H  a n d  NHIF h a v e  n o t  
b e e n  r e d u c e d  be low t h e  b u d g e t  a l l o c a t i o n  l e v e l s  f o r  s u c h  
i n s t i t u t i o n s  e s t a b l i s h e d  i n  t h e  Governmen t  o f  K e n y a ' s  
F o r w a r d  B u d g e t  f o r  1988 /1989 .  The Kenya S h i l l i n g  
a l l o c a t i o n s  p r o v i d e d  t o  s u c h  i n s t i t u t i o n s  f r o m  t h e  S p e c i a l  
Accoun t  e s t a b l i s h e d  p u r s u a n t  t o  S e c t i o n  1 I I . E  a r e  t o  b e  
c o n s i d e r e d  a d d i t i v e  r e s o u r c e s  a n d  a v a i l a b l e  f o r  u s e  a s  
" n o - y e a r n  f u n d s  t o  s u c h  i n s t i t u t i o n s  a n d  n o t  p a r t  o f  t h e  
b u d g e t  a l l o c a t i o n  f o r  p u r p o s e s  o f  t h i s  c o n d i t i o n .  

b .  Each  MOH f a c i l i t y  wh ich  i n s t i t u t e s  c o s t  s h a r i n g  u n d e r  t h i s  
p r o g r a m  s h a l l  r e t a i n  n o t  less t h a n  50 p e r c e n t  o f  a l l  
r e v e n u e s  g e n e r a t e d  by t h e  c o s t  s h a r i n g  m e a s u r e s  a d o p t e d  b y  
t h a t  f a c i l i t y .  R e v e n u e s  w h i c h  a r e  n o t  r e t a i n e d  by t h e  
f a c i l i t i e s  s h a l l  be u s e d  f o r  p r i m a r y / p r e v e n t i v e  s e r v i c e s .  



The revenues from cost sharing are to be considered 
additive to the base levels established in the Government 
of Kenya's Forward Budget for 1988/1989 and available for 
use as "no year" funds, and not part of such facility's 
budget allocation for purposes of this condition precedent. 

3. Conditions Precedent Related to Particular 
Institutions 

a. Disbursements Related to Performance of KNH 

(1) Conditions Precedent to First Disbursement (US$ 2,000,000). 

Preparation of a cost-sharing plan by the KNH, in form and 
substance satisfactory to A.I.D. The requirements for the 
plan shall be further specified in PILS to be issued by 
A.I.D. but shall include (a) measures to ensure access of 
lower income groups; (b) proposed policies for use of cost 
sharing revenues; (c) methodology for assessing financial 
impact of plans on operations; (dl proposed 
administrative/managerial structures; and (el time 
schedules with appropriate midterm and final 
implementation benchmarks for plan implementation of the 
cost-sharing plan. 

Date for Compliance with C/P: November 1, 1989. 

Conditions Precedent to Second Disbursement (US$ 1,000,000) 

Documentation, in form and substance satisfactory to 
A.I.D., that KNH has substantially progressed in 
implementing the cost-sharing plan prepared in compliance 
with Condition Precedent 3.A. (1 ) .  The requirements for 
satisfying the condition precedent shall be further 
specified in PILS to be issued by A.I.D. but shall include 
(a) an operational private wing; (b) adoption and use of a 
fee schedule system and (c) achievement of midterm 
benchmarks established in said cost-sharing plan. 

Date for Compliance with C/P: May 1, 1991. 

Conditions Precedent to Third Disbursement (US$ 1,000,000). 

Documentation, in form and substance satisfactory to 
A.I.D., that KNH has achieved the final implementation 
benchmarks set forth in cost-sharing plan. 

Date of Compliance with C/P: November 1, 1992 



b. Disbursements Related to Performance of MOH 

(1) Conditions Precedent to First Disbursement (US$ 2,500,000). 

(a) Preparation of a plan by the MOH, in form and 
substance satisfactory to A.I.D., for introduction of cost 
sharing at all MOH facilities. The requirements for the 
plan shall be further specified in PILS to be issued by 
A.I.D. but shall include (a) measures to ensure access of 
lower income groups to the MOH facilities, appropriate 
monitoring arrangements; (b) proposed policies for 
retention and use of cost sharing revenues by the 
facilities that earn the revenue including use as 
"no-year" funds; (c) increased allocation of MOH financial 
resources for preventive/primary health; (dl fee levels 
for services; and (e) time schedules with appropriate 
midterm and final implementation benchmarks for plan 
implementation. 

(b) Evidence that the Health Care Financing Implementing 
Committee has been established reporting to the Permanent 
Secretary, MOH for purposes of monitoring and supporting 
the GOK in implementing the Reform Program. 

Date of Compliance with C/P: November 1, 1989. 

(2) Conditions Precedent to Second Disbursement (US$ 2.000.000) 

(a) Documentation, in form and substance satisfactory to 
A.I.D., that the MOH has substantially progressed in 
implementing the plan prepared in compliance with 
Condition Precedent 3.B.(l)(a). The requirements for 
satisfying this condition precedent shall be further 
specified in PILS to be issued by A.I.D. but shall include 
(a) an operational Health Care Financing Implementation 
Committee at the MOH ; and ( b )  achievement of the midterm 
benchmarks established in the plan. 

(b) Preparation of a financial strategy by the Ministry of 
Health, in form and substance satisfactory to A.I.D, which 
defines its respective roles for the public sector, 
parastatals, private sector, community governments and 
foreign donors in national health care strategy. 

Date of Compliance with C/P: May 1, 1991. 



(3) Conditions Precedent to Third Disbursement (US $950.000). 

(a) Documentation in form and substance satisfactory to 
A.I.D., that the MOH has achieved the final implementation 
benchmarks set forth in the cost-sharing plan. 

(b) Documentation that the MOH has completed an evaluation 
of the methods for allocating supplemental resources for 
preventive/primary services. 

(c) Evidence that operational expenses devoted to 
primary/preventive services in FY 91 and 92 are at least 
equal FY 88 and 89 levels, and at least half of the 
cost-sharing revenues in FY 91 and 92 were allocated to 
primary/preventive services. 

Date of Compliance with C/P: November 1, 1992. 

c. Disbursements Related to Performance of National 
Hospital Insurance Fund. 

(1) Condition Precedent to First Disbursement (US $100,000). 

(a) Documentation, in form and substance satisfactory to 
A.I.D., that NHIF has adopted a progressive fee structure 
based on the interim reform program approved by parliament 
in 1989. 

(b) Documentation, in form and substance satisfactory to 
A.I.D., that NHIF has enhanced its benefits package in 
accordance with the interim reform program. 

(c) Documentation, in form and substance- satisfactory to 
A.I.D., that NHIF has become a State Corporation. 

Date of Compliance with C/P: November 1, 1989. 

( 2 )  Conditions Precedent to Second Disbursement (US $ 100,000): 

Preparation of a medium and long term strategic plan by NHIF, 
in form and substance satisfactory to A.I.D., establishing the 
goals and objectives of NHIF and its role in the National 
Health Care System. The requirements for the strategic plan 
shall be further specified in PILS to be issued by A.I.D. but 
shall include (a) feasibility of mechanisms to achieve 
cross-subsidization of health resources; (b) feasibility of 
expanded NHIF role in preventive health care services; and (c) 



time s c h e d u l e s  w i t h  a p p r o p r i a t e  midterm and f i n a l  
imp lemen ta t ion  benchmarks f o r  p l a n  i m p l e m e n t a t i o n .  

Date  o f  Compliance:  May 1, 1991.  

( 3 )  C o n d i t i o n  P r e c e d e n t  t o  T h i r d  Disbursement  (US $ 5 0 , 0 0 0 ) .  

Documentat ion i n  form and s u b s t a n c e  s a t i s f a c t o r y  t o  A . I . D . ,  
t h a t  N H I F  h a s  a c h i e v e d  t h e  i n t e r i m  imp lemen ta t ion  benchmarks 
set  f o r t h  i n  t h e  s t r a t e g i c  p l a n  deve loped  i n  compl i ance  w i t h  
C o n d i t i o n  P r e c e d e n t  1 I I . B  above.  

Date  of  Compliance w i t h  C/P: November 1, 1992.  

4 .  Covenants  

The GOK c o v e n a n t s  t h a t  a l l  s h i l l i n g  d e p o s i t s  made by t h e  GOK t o  
t h e  S p e c i a l  Account e s t a b l i s h e d  he reunde r  s h a l l  be j o i n t l y  
Programmed w i t h  A . I . D . ,  on n o t  less t h a n  a  semi-annual  b a s i s ,  
t o  p r o v i d e  a d d i t i v e  budge ta ry  r e s o u r c e s  t o  p r e v e n t i v e / p r i m a r y  
s e r v i c e s  w i t h i n  t h e  Government of Kenya ' s  h e a l t h  s e c t o r  and 
s h a l l  be a v a i l a b l e  f o r  u se  a s  "no-year" f u n d s ,  i n  s u p p o r t  of 
t h e  p u r p o s e s  and o b j e c t i v e s  of t h e  H e a l t h  C a r e  F i n a n c i n g  
Program. The b a s e - l i n e  f o r  d e t e r m i n i n g  t h a t  such  b u d g e t a r y  
r e s o u r c e s  a r e  a d d i t i v e  s h a l l  be t h e  b u d g e t a r y  a l l o c a t i o n  i n  t h e  
G O K ' s  Forward Budget f o r  1989/1990, w i t h o u t  a d j u s t m e n t  f o r  t h e  
r evenues  f rom c o s t - s h a r i n g  r evenues  r e t a i n e d  by MOH, K N H  and 
N H I F  and/or  Kenyan S h i l l i n g s  j o i n t l y  programmed by t h e  
Government of Kenya and A . I . D .  p u r s u a n t  t o  S e c t i o n  1 I I . E  o f  
t h i s  Agreement.  

a .  Dewosit  

Except  a s  A . I . D .  may o t h e r w i s e  a g r e e  i n  w r i t i n g ,  t h e  GOK s h a l l  
d e p o s i t  i n  t h e  S p e c i a l  Account e n t i t l e d  "1989 H e a l t h  Ca re  
Financing Program" as established hereunder, Kenya Shillings in 
amounts no l e s s  t h a n  t h e  d o l l a r  d i s b u r s e m e n t s  made by A . I . D .  t o  
t h e  Government of Kenya under  t h i s  Program. Each of s a i d  Kenya 
S h i l l i n g  d e p o s i t s  s h a l l  be made no more t h a n  60 days  a f t e r  t h e  
U.S. d o l l a r  d i s b u r s e m e n t  t o  t h e  GOK under t h i s  Program and 
s h a l l  be c a l c u l a t e d  a t  t h e  h i g h e s t  r a t e  p e r  U.S. D o l l a r  n o t  
un lawfu l  t o  anyone i n  Kenya f o r  any pu rpose  a t  t h e  time A . I . D .  
e f f e c t s  t h e  U .  S. D o l l a r  d i s b u r s e m e n t .  



b. Programming 

Except  a s  A . I . D .  may o t h e r w i s e  a g r e e  i n  w r i t i n g ,  a l l  Kenya 
S h i l l i n g s  d e p o s i t e d  i n  t h e  Spec i  a 1  Account s h a l l  be j o i n t l y  
programmed i n  w r i t i n g  by t h e  GOK and A . I . D . ,  a s  r e q u i r e d  bu t  on 
a  no less  t h a n  a n n u a l  b a s i s  ( a )  i n  s u p p o r t  o f  t h e  p u r p o s e s  of 
t h e  H e a l t h  C a r e  F i n a n c i n g  Program; and ( b )  i n  f u r t h e r a n c e  of 
t h e  e f f o r t s  o f  t h e  t h r e e  i n s t i t u t i o n s  (MOH, K N H ,  N H I F )  
i d e n t i f i e d  a s  p r i m a r y  implementors  of t h e  p u r p o s e s  of t h e  
Program. Such f u n d s  w i l l  be a v a i l a b l e  u n t i l  expended w i t h o u t  
r e g a r d  t o  f i s c a l  y e a r  l i m i t a t i o n s  a p p l i c a b l e  t o  budgeted f u n d s .  

c .  A u d i t s  

GOK i n s t i t u t i o n s  which r e c e i v e  f u n d s  programmed from t h e  
S p e c i a l  Account a s  d e s c r i b e d  above w i l l  b e  s u b j e c t  t o  t h e  
r e g u l a r  a u d i t  p r o c e d u r e s  of t h e  Kenyan Aud i to r  G e n e r a l .  Audi t  
r e p o r t s  g e n e r a t e d  by t h e  A u d i t o r  Gene ra l  c o n c e r n i n g  t h e  u s e s  o f  
t h e s e  f u n d s  w i l l  be made a v a i l a b l e  t o  USAID on r e q u e s t .  

F .  PROGRAM IMPACT 

The e x p e c t e d  impact  of t h e  p o l i c y  r e f o r m  e f f o r t  s u p p o r t e d  under 
t h i s  Program can  be  viewed i n  t h e  s h o r t ,  medium, and l o n g  
t e rm.  Program impact  i n  t h e  nea r  t e r m  f o c u s e s  on t h e  e x p e c t e d  
accompl i shments  d u r i n g  t h e  proposed  f o u r - y e a r  AEPRP. 
Accomplishment of t h e  medium-term o b j e c t i v e s  summarized below 
assumes t h e  a v a i l a b i l i t y  of b road-based  donor s u p p o r t  t o  h e l p  
f i n a n c e  what i s  s e e n  a s  a  l o n g e r - t e r m  commitment and a  GOK 
r e fo rm agenda more d i r e c t l y  f o c u s s e d  on i n s t i t u t i o n a l  and 
s t r u c t u r a l  r e f o r m s  which w i l l  f u r t h e r  enhance t h e  ach ievement  
of  t h e  p o l i c y  r e f o r m  agenda l aunched  under  t h i s  AEPRP. I t  a l s o  
assumes t h e  c o n t i n u i n g  p o l i t i c a l  w i l l  of t h e  GOK t o  implement 
r e f o r m s  and a l l o c a t e  r evenue  g e n e r a t e d  f o r  t h e  h e a l t h  s e c t o r .  
The e x p e c t e d  impact  of t h e  proposed  AEPRP s t a t e d  i n  t e rms  of 
expected p o l i c y ,  program, and b e n e f i c i a r y  e f f e c t s ,  is p r e s e n t e d  
below. 

1. Near T e r m  ( w i t h i n  f o u r  y e a r s )  

P o l i c y  

o Cost  s h a r i n g  ( t h r o u g h  u s e r - f e e s  and i n s u r a n c e  r e f o r m s )  
i n i t i a t e d / e x p a n d e d ,  w i t h  s i g n i  f i c a n t  p o r t i o n  o f  r evenue  
b e i n g  r e t a i n e d  by p r o v i d e r  f a c i l i t y  and t h e  remainder  
b e i n g  a l l o c a t e d  t o  p r e v e n t i v e / p r i m a r y  s e r v i c e s .  

o Broader  po l i cy /p rog ram r e f o r m  agenda f o r  c o s t  s h a r i n g  and 
c o s t  con ta inmen t  more c l e a r l y  d e f i n e d ,  o p t  i o n s  chosen ,  and 
t ime-phased imp lemen ta t ion  p l a n  deve loped .  
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o  F i n a n c i a l  commitment made by o t h e r  donors t o  suppo r t  

implementat ion of these proposed reforms.  

0 N H I F  program reforms,  i n c l u d i n g  p r o g r e s s i v e  f e e  s t r u c t u r e  
and more r e a l i s t i c  reimbursement r a t e s  ( l i n k e d  t o  
o b j e c t i v e  d a t a  on c o s t  and q u a l i t y ) ,  implemented and 
long-term s t r a t e g y  developed and approved. 

o  P o l i c i e s  and procedures  e s t a b l i s h e d  t o  e n s u r e  a c c e s s  f o r  
t h e  i n d i g e n t ;  system e s t a b l i s h e d  f o r  moni to r ing  t h e  impact 
of c o s t  s h a r i n g .  

Prosram 

o  Modest i n c r e a s e ,  i n  r e a l  t e rms ,  i n  l e v e l  of funding ( b o t h  
i n  a b s o l u t e  and percen tage  t e rms )  f o r  p reven t ive /p r imary  
h e a l t h  s e r v i c e s ,  both through cos t - sha r i ng  measures and 
a d d i t i v e  budgetary a l l o c a t i o n s  t o  t h e  MOH e s t ima t ed  a t  4-5 
pe rcen t  of t h e  t o t a l .  

o Modest expansion and improvement i n  both c u r a t i v e  and 
prevent  ive /pr imary s e r v i c e s  r e s u l t i n g  from i n c r e a s e d  
r e sou rce  a v a i l a b i l i t y  and improved e f f i c i e n c y .  

o  P o r t i o n  of K N H ' s  annual  budget f inanced  w i t h  government 
g r a n t s  reduced by approximate ly  10 p e r c e n t .  

o Budgeting procedures  e s t a b l i s h e d  t o  en su re  a l l o c a t i o n  of 
r e sou rce s  t o  d i s t r i c t s  based on need and revenue 
g e n e r a t i n g  c a p a c i t y .  

o Long-range planning,  enhanced by improved management 
i n fo rma t ion  system w i t h i n  t h e  MOH producing r e l i a b l e ,  
comprehensive d a t a  on s e r v i c e s ,  resour  c e s ,  and h e a l t h  
s t a t u s .  

o Not - fo r -p rof i t  p r o v i d e r s  r e c e i v i n g  i nc r ea sed  revenue 
r e s u l t i n g  from r e v i s i o n s  i n  N H I F  reimbursement l e v e l s ,  
b r i n g i n g  t h e s e  l e v e l s  more i n  l i n e  w i t h  c o s t s .  

B e n e f i c i a r i e s  

o  Users  of t h e  MOH system, p r i m a r i l y  women and c h i l d r e n ,  
b e n e f i t t i n g  from improved q u a l i t y  of hosp i t a l - ba sed  c a r e  
and i nc r ea sed  a c c e s s  t o  pr imary and p r e v e n t i v e  s e r v i c e s .  



o Users of K N H  receiving improved service (e.g., shorter 
waiting times, reduced lengths of stay, increased access 
to needed diagnostic services, etc.). 

o Among providers, increased staff productivity resulting 
from improvements in the physical condition of service 
facilities and increased availability of medical equipment 
and supplies. 

o G O K  implementing institutions' capacity to conduct policy 
and financial analyses improved through training and 
technical assistance financed under the Program. 

o Persons insured by N H I F  and registered providers 
benefitting from increased reimbursement levels, while the 
progressive premium structure is passing benefits more 
equitably to the lower income members of N H I F .  

2 .  Medium Term ( 4 - 8  years) 

Policv 

o Broad policy/institutional reform program in the health 
sector, addressing both cost-sharing and cost-containment 
issues, is in place. 

Program 

o Significant portion (between 20  and 3 0  percent) of MOH 
non-wage recurrent costs for secondary and tertiary health 
care financed through cost-sharing. 

o Portion of MOH budget devoted to primary/preventive 
services increased to over 25 percent. 

0 Portion of MOH budget available to finance non-salary 
recurrent costs (e.g. drugs, repairs, maintenance) 
increased from 25 to 30 percent. 

o Portion of K N H  annual budget financed with government 
grants reduced by 20 percent. 

o Condition of MOH provincial and district hospitals 
substantially improved, made possible by increased 
resources (linked to cost sharing) and availability of 
donor financing for the reform program. 

o MOH hospitals providing services to N H I F  insured, 
submitting and receiving reimbursement on a timely basis. 



B e n e f i c i a r i e s  

o P o r t i o n  of p o p u l a t i o n ,  p a r t i c u l a r l y  women and c h i l d r e n ,  
w i t h  a c c e s s  t o  pr imary  h e a l t h  c a r e  and key p r e v e n t i v e  
s e r v i c e s  i n c r e a s e d  s u b s t a n t i a l l y .  S p e c i f i c  measures  of 
i n c r e a s e d  cove rage  and use  i n c l u d e  d a t a  on ORT u s e  and 
immunizat ion c o v e r a g e  th rough  s e n t i n e l  s u r v e i l l a n c e ,  a s  
well a s  i n c r e a s e d  a c c e s s  t o ,  and use  o f ,  f a m i l y  p l a n n i n g  
s e r v i c e s  a s  measured bo th  th rough  t h e  p e r i o d i c  s u r v e y s  and 
MOH s e r v i c e  s t a t i s t i c s .  

o Deaths  r e l a t e d  t o  m e a s l e s ,  neo -na ta l  t e t a n u s ,  and d i a r r h e a  
s i g n i f i c a n t l y  r educed ,  accompanied by more modest 
r e d u c t i o n s  i n  m a l a r i a  and a c u t e  r e s p i r a t o r y  i n f e c t i o n  
( A R I )  m o r t a l i t y  by t h e  end of t h i s  e i g h t - y e a r  p e r i o d .  

o Number of p e r s o n s  i n s u r e d  by t h e  N H I F  i n c r e a s e d  and 
expanded t o  i n c l u d e  r u r a l  p o p u l a t i o n  cove rage .  

o A p p r o p r i a t e  d i a g n o s e s  and t r e a t m e n t  of i l l n e s s e s  i n  
c u r a t i v e  sub - sec t  o r  f o l l o w i n g  p r o c e d u r e s  o u t  l i n e d  l e a d i n g  
t o  s h o r t e r  i n - p a t i e n t  s t a y s  and fewer d r u g s  u t i l i z e d .  

3 .  Long-Term (8-15 y e a r s )  

P o l i c y  

o P o l i c y  and i n s t i t u t i o n a l  r e fo rms  f i r m l y  i n  p l a c e .  Core  
g roup  of p o l i c y  a n a l y s t s  m o n i t o r i n g  impact  of r e fo rm 
program, recommending r e v i s i o n s  a s  n e c e s s a r y .  

Proqram 

o A s  a  r e s u l t  of p o l i c y  and i n s t i t u t i o n a l  r e f o r m s ,  p o r t i o n  
of GOK budget  go ing  t o  MOH d e c r e a s e d .  

o R e s t r u c t u r i n g  of MOH, i n c l u d i n g  a  much reduced  r o l e  i n  t h e  
d e l i v e r y  of s econdary  and t e r t i a r y  c a r e ,  well underway. 

o E f f o r t s  t o  expand N H I F  c o v e r a g e ,  f o c u s e d  p a r t i c u l a r l y  on 
t h e  r u r a l  a r e a s ,  c o n t i n u e d  w i t h  e f f e c t i v e  cove rage  of a t  
l e a s t  3 3  p e r c e n t  of t h e  p o p u l a t i o n .  

o Adequate budget  f o r  pr imary  h e a l t h  c a r e  'and s e l e c t e d  
p r e v e n t i v e  s e r v i c e s  i n  p l a c e ,  f i n a n c e d  th rough  a  
combina t ion  of government a l l o c a t i o n s  and c o s t  s h a r i n g .  



o Per unit costs of delivery of curative care decreased to 
near optimal levels. 

Beneficiaries 

o Through effects of expanded primary and preventive health 
programs, infant and young child mortality rates reduced 
to 45 and 15 per thousand respectively by the end of this 
period. 

G. MONITORING AND EVALUATION 

1. Monitoring 

Since this AEPRP is focussed not only on facilitating 
implementation of well-defined policy reforms, but also toward 
further definition of structural and institutional reforms 
related to health sector financing, monitoring and evaluation 
feature prominently in the Program. 

The MOHts HCF Implementing Committee will be responsible for 
monitoring and reporting on the progress (or problems) of 
implementation of the cost-sharing policy reforms, under this 
Program. Semi-annual reports, quarterly joint reviews with the 
implementing institutions and annual Policy Seminars will take 
place. In addition, the Implementation Committee will have the 
task of monitoring and evaluating the effects of policy change 
(both on beneficiaries and financial/budgeting levels) to be 
carried out under this Program. Key responsibilities will be 
to: 

o Identify data to be used in the evaluation and 
determination of progress made in the implementation of 
the policy reform program; 

o Collect the data identified above; 

o Prepare necessary reports to be used as inputs in the 
review, assessment, and determination of whether the 
conditions precedent related to policy reforms have been 
satisfactorily met (with other implementing institutions); 

o Finalize with the TA team the terms of reference for 
policy studies, policy seminars to ensure the inclusion of 
key issues relating to the overall policy reform framework; 

o Provide continuing analysis and evaluation of the effects 
of policy changes on resource allocation, government 
finance, and health status; 



o Provide annual budget estimates and expenditure reports on 
the reallocation of funds to primary/preventive activities 
and in favor of non-wage recurrent costs; 

o Following the analysis and mid-term evaluation, make 
recommendations on any required modifications to the 
policy reform targets and serve to mitigate any unforeseen 
negative effects of the policy changes; 

o Coordinate and assist other ministries or governmental 
agencies involved, in the implementation of the policy 
reform program; and 

o Prepare required reports for both the GOK and for USAID. 

The TA team will assist the MOH in each of the above steps and 
will provide training aimed at transferring skills in economic 
policy analysis, formulation, and monitoring to the MOH 
Implementing Committee counterparts in order to enhance the 
policy analysis capabilities in the MOH. USAID will receive 
the various data and analyses and specifically monitor Program 
progress at the various levels. 

Progress in attaining the purpose-level objectives will be 
monitored through achievement of conditions precedent as 
established in this PAAD for initial, mid-Program, and final 
disbursement of AEPRP funds. These conditions precedent 
require monitoring of both implementation and impact of reforms 
on financing and utilization of the health system. 

Implementation of cost sharing and other reforms, reallocation 
of the MOH budget, and institutional strengthening 
(particularly development of planning capacities) will be 
assessed for the mid-Program and final disbursements. 
Benchmarks and targets will be established in initial plans 
developed by the implementing institutions and agreed upon by 
USAID prior to initial disbursement. 

Capabilities needed to assess the impact of the Program on 
access to and utilization of MOH health services will be 
developed in each of the institutions. Methods of evaluating 
the fee waiver systems and of monitoring the income status and 
severity of illness of clients using all levels of the public 
health system will be developed and implemented by the 
participating institutions in order to meet conditions 
precedent. 

In addition to tracking financial changes and internal 
efficiencies and effectiveness related to meeting 
conditionality, the GOK will provide monitoring data on the 



impact of the reforms on utilization of health services and 
potential changes in access and disease specific mortality 
rates. 

Through the Health Information Systems (HIS) unit, assisted by 
the USAID-financed Information Planning Systems Project (IPS), 
routine service delivery statistics are collected at the 
facility level, then sent to the District level where they are 
summarized and forwarded to headquarters. As part of the first 
condition, a monitoring system using facility-based data on 
utilization will be put into effect. The MOH HCF Committee 
(with HIS assistance) will monitor utilization as policy 
changes are put into effect. In addition, a modified 
population based monitoring system linked to the MOH Division 
of Family Health's sentinel disease surveillance reporting 
system for EPI diseases and diarrheal diseases is anticipated 
to become operational during the first year of the Program. 
Effects on the population of introduction of fees will be 
monitored through this system. 

Normal reporting and intermediate indicators of health status 
are now in use in key MOH preventive and promotive programs. 
In addition, periodic surveys are undertaken under the KEPI and 
CDD Programs to assess EPI coverage and assess use of ORT. 
Similar information on malnutrition can be gathered through the 
UNICEF-supported CHANIS growth monitoring program. 

A National Kenya Demographic and Health Survey (DHS) was 
recently carried out. Field work for the DHS was completed in 
May 1989, and the final report is expected by the end of 1989. 
A follow-on survey will ascertain the causes of infant and 
childhood deaths, the determinants of mortality (including the 
relationship to malaria) and the availability and utilization 
of health services. These will provide detailed information on 
a range of districts. The same population sample base can then 
be followed up to assess impact of the Program. Another DHS is 
planned under the FPSS Project for 1992 - the last year of 
disbursement under the KHCF Program. 

Progress in meeting purpose-level objectives and in achievement 
of conditions precedent will be measured by USAID1s review and 
assessment of consultant reports, new GOK policy documents, and 
participating agencies1 records and reports in relation to the 
implementation plans in this PAAD at quarterly intervals. 

Achievement of the output-level objective of increasing donor 
resources for the reform program will also be measured by the 
extent to which major donors such as the World Bank continue to 
participate in collaborative analyses and reviews of priority 
issues relating to the reform agenda, the extent to which firm 



donor commitments to the planned initiatives over the four 
years are actually financed, and finally, the extent to which 
overall donor coordination of financing going to the GOK health 
financing sector is rationalized. 

Achievement of other output-level objectives will be monitored 
through meeting of conditions precedent and review of required 
Program documentation. 

Inputs will also be monitored on a quarterly basis through 
financial reporting, commodity and training documentation, and 
reports from the primary and other technical assistance 
contractors. 

2. Evaluations 

The evaluation component of the Program will be managed 
directly by USAID using standard A.I.D. procedures. All 
activities under this component will be carried out with the 
full collaboration of the GOK and its implementing 
institutions. Given that the policy reform agenda supported 
under this Program is geared toward financing issues, 
particular emphasis will be placed on evaluating the extent to 
which policy changes have improved the financial condition of 
the MOH, improved the sustainability of health services, and 
minimized negative impacts on vulnerable socio-economic groups. 

Two external evaluations are proposed during the four-year life 
of Program. The mid-Program evaluation, scheduled for the 23rd 
month of Program implementation will: 

o review management of inputs, status of outputs, and 
progress in attaining purpose-level objectives, and define 
any management changes required for timely fulfillment of 
objectives; 

o provide an update on the PAAD impact analysis using 
empirical data gathered through Program-related studies, 
including analysis of the recurrent cost gap at district 
and sub-district levels, potential for revenue generation 
at all levels, and effects on service utilization of 
reforms; 

o review information available on proposed indicators 
against policy matrix to determine their adequacy for 
assessment of overall impact at final evaluation and make 
recommendations if lacking; 

o review donor plans for health policy reform and make 
recommendations regarding appropriateness of plans given 
Program progress; and 



o based on other available studies/analyses, assess options 
for broader involvement of private sector in the GOK's 
reform agenda. 

The final evaluation will take place after the 46th month of 
Program implementation.   his evaluation will include: 

o review of progress made in attaining purpose-level 
objectives and progress of Program in realizing input and 

' output targets; 

o analysis of macroeconomic impact of the reform program 
(e.g., review of reforms within overall budgetary 
constraints, issues regarding targeting of subsidies, 
allocative efficiencies, progressivity/regressivity); 

o impact on health sector (e.g., interplay of public, 
parastatal, and private sectors within health sector; 
reduction in recurrent costs gap; demand for NHIF 
reimbursement; demand for health services); 

o impact on access and quality of care; 

0 effectiveness of AEPRP mechanism to affect and support 
reforms as defined in this PAAD; 

o projected mid-term and long-term impact (i .e., policy, 
program and beneficiary) of Program on the sector; 

o assessment of attainment and potential for attainment of 
goal-level objectives. 

H. PROGRAM MANAGEMENT AND COORDINATION 

Implementation responsibilities for this AEPRP will cut across 
a variety of levels, from overall national policy coordination 
and programming of local currency to management of technical 
assistance resources. Continued coordination and collaboration 
with other donors in the health care financing area is also 
essential. The MOF provides overall coordination for the GOK 
with donors . For the purposes of this AEPRP, the MOH has 
primary responsibility for the coordination, negotiation and 
monitoring of policy reforms relating to itself and the other 
two implementating agencies (KNH and NHIF). 



1. Coordination 

a. GOK - 
The MOF will play the main coordinating role for the GOK in the 
implementation of the KHCF Program. The MOF has convened a 
negotiating committee with representatives from the MOH, KNH 
and NHIF to finalize the terms and conditions for the KHCF 
Program. Once negotiations are completed, the MOF will 
establish a standing committee from the negotiating team 
membership which will meet semi-annually with the USAID Program 
Monitoring Committee in order to review Program status in 
achievement of the conditions precedent, discuss issues, and 
review implementation of the Program. In addition, when the 
conditions precedent relating to any of the implementing 
agencies are met, the GOK/KHCF standing committee will meet 
with USAID to program shilling counterdeposit funds according 
to agreed upon priorities. 

b. A.I.D. 

The Chief of the Mission's Population and Health (PH) Office 
will chair a USAID Program Monitoring Committee comprising the 
Mission's HPN health development officer, project development 
officer and program officer (economist). The USAID committee 
will have responsibility for monitoring the policy reform 
program and for jointly programming local currency 
counterdeposits with the GOK standing committee. It is 
expected that the USAID committee will benefit from the 
analysis and recommendations provided by the MOH's 
Implementation Committee in assessing progress being achieved 
in the Program. 

The responsibilities of the USAID Program Monitoring Committee 
will include: 

o monitoring the policy reform program and preparing reports 
for USAID as required under this Program; 

o preparing and reviewing with the GOK any changes or 
revisions in the grant agreement; 

o reviewing monitoring and evaluation reports to ensure that 
the policy reforms are properly implemented and targets 
are being met; 

o coordinating with the Ministries of Finance and Health to 
ensure that conditions precedent in the grant agreement 
are met; and 

o joint programming of local currency. 



Based on recommendations of this USAID committee, the USAID 
Mission Director will have primary responsibility for making 
determinations as to whether conditions precedent have been met 
for the disbursement of funds or whether modifications of 
policy reform targets are needed. AID/W will be informed of 
decisions and provided with all relevant documents. 

c. Donor Collaboration 

This sector grant has been designed and will be implemented in 
close collaboration with other donors involved in the health 
sector. In a recent donor coordination meeting chaired by the 
World Bank, it was agreed that USAID would serve as the lead 
donor with respect to coordinating the health care financing 
program. In this capacity, USAID will convene regular meetings 
of the concerned donors and ensure, to the extent possible, 
that interested donors are kept informed of important 
developments. Several collaborative efforts by donors have 
taken place over the last several months. These include a 
study of willingness and ability to pay for health services 
financed jointly by SIDA and UNICEF, with subsequent technical 
assistance to review and evaluate findings from the World Bank 
and USAID, and the joint World Bank/USAID/UNICEF Health 
Financing Mission. 

USAID and the other donors - specifically WHO, UNICEF, DANIDA 
and SIDA - meet regularly with the MOH to review the 
implementation of the Child Survival Program (i.e., CDD and 
EPI). UNFPA heads the donor coordinating committee on family 
planning which includes all major donors. These programs have 
direct donor input to preventive/primary care. The reforms 
which will allow GOK resources to be directed toward primary 
and preventive health will be of direct benefit to traditional 
donor programs in these areas. Thus, because these donor 
coordination mechanisms already exist and are effective, USAID 
i s  c o n f i d e n t  i n  i t s  a b i l i t y  t o  a d e q u a t e l y  m o n i t o r  d o n o r  
co-financing initiatives in this sector and their impact on the 
GOK's reform agenda and MOH budget rationalization objectives. 

2; Program Management 

a. GOK - 

The MOH will be the lead official implementing agency and 
program coordinator for the GOK. The MOH will collaborate with 
the various other related ministries and institutions directly 
involved in the grant program. 



T h e  MOH is t h e  l o g i c a l  implementing agency because :  a )  it i s  
t h e  t e c h n i c a l  m i n i s t r y  and t h e  l a r g e s t  p r o v i d e r  of h e a l t h  c a r e  
i n  Kenya; b )  i t  is t h e  agency cha rged  by t h e  GOK w i t h  t h e  l e g a l  
o b l i g a t i o n  t o  s u p e r v i s e  and p r o v i d e  p o l i c y  gu idance  t o  a l l  
o t h e r  p r o v i d e r s  of h e a l t h  c a r e  i n  t h e  c o u n t r y ;  and c )  i t  is t h e  
l i n e  m i n i s t r y  t h a t  d i r e c t l y  r e l a t e s  t o  t h e  proposed  
implement ing  e n t i t i e s .  

I n  e a r l y  1988, t h e  MOH formed a  GOK H e a l t h  C a r e  F i n a n c i n g  
S t e e r i n g  Committee ( w h i c h  i n c l u d e d  r e p r e s e n t a t i v e s  from t h e  
MOF, M i n i s t r y  of P l a n n i n g ,  MOH, KNH and N H I F ) .  T h i s  HCF 
S t e e r i n g  Committee h a s  guided  t h e  a n a l y t i c a l  work and 
development  of t h e  M O H ' s  Reform Agenda. I n  o r d e r  t o  p r o v i d e  
more d i r e c t  p o l i c y  gu idance  f o r  t h e  imp lemen ta t ion  of  r e f o r m s ,  
t h e  MOH w i l l  d e s i g n a t e  an H e a l t h  Care  F i n a n c i n g  ( H C F )  
Imp lemen ta t ion  Committee t o  p r o v i d e  o v e r s i g h t  and and a s s i s t  i n  
t h e  imp lemen ta t ion  of t h e  re form p r o c e s s  s u p p o r t e d  under t h i s  
AEPRP. T h e  HCF Implementa t ion  Committee w i l l  be t h e  MOH 
c o u n t e r p a r t  t o  t h e  long- te rm T A  team t o  be f i n a n c e d  under t h e  
Program. T h e  M O H t s  P l a n n i n g  D i v i v i s i o n  w i l l  s e r v e  a s  t h e  key 
s t a f f  o r  s e c r e t a r i a t  t o  t h e  HCF Implementing Committee t o  
u n d e r t a k e  s p e c i f i c  work i n  t h i s  a r e a .  

Combined D u t i e s  and R e s p o n s i b i l i t i e s  of t h e  HCF Implemen ta t ion  
Committee and t h e  HCF S t e e r i n g  Committee i n c l u d e :  

o S t r a t e g i c  p l a n n i n g  f o r  t h e  e n t i r e  h e a l t h  s e c t o r ,  i n c l u d i n g  
t h e  p u b l i c ,  p a r a s t a t a l ,  and p r i v a t e  s e c t o r s ;  

o S t r a t e g i c  p l a n n i n g  f o r  t h e  MOH, e s p e c i a l l y  on f i n a n c i n g  t o  
h e a l t h  s e r v i c e s  o b j e c t i v e s ;  

o Formula te  p o l i c y  recommendations based on t h e  s t r a t e g i e s  
deve loped  and c o o r d i n a t i o n  of p o l i c y  w i t h i n  t h e  MOH sys t em 
and w i t h  o t h e r  a c t o r s  i n  t h e  h e a l t h  s e c t o r ;  

o Conduct and d i r e c t  s p e c i a l  s t u d i e s ,  s u c h  a s  t h o s e  f i n a n c e d  
by t h e  KHCF Program; 

o Moni tor ing  o f  c o s t  s h a r i n g  i n c l u d i n g  a c c o u n t i n g ,  a u d i t  of 
r evenues  e a r n e d ;  e f f e c t s  on u t i l i z a t i o n ;  and e f f e c t s  on 
r e s o u r c e s  a v a i l a b l e  t o  f a c i l i t i e s  of v a r i o u s  l e v e l s  and i n  
v a r i o u s  g e o g r a p h i c  a r e a s ;  and 

o F i n a n c i a l  p l a n n i n g  f o r  t h e  MOH, i n c l u d i n g  inves tmen t  
p l a n n i n g .  



USAID would p l a n  t o  meet q u a r t e r l y  w i t h  t h e  HCF I m p l e m e n t a t i o n  
Commi t t ee  t o  d i s c u s s  p r o g r e s s  a n d  p r o b l e m s  i n  t h e  P r o g r a m .  The 
MOH I m p l e m e n t a t i o n  Commi t t ee  would  b e  r e s p o n s i b l e  f o r  t h e  
p r e p a r a t i o n  o f  s e m i - a n n u a l  r e p o r t s  a n d  w i  11 l e a d  o r  p a r t i c i p a t e  
i n  j o i n t  r e v i e w s  and a n n u a l  e v a l u a t i o n s  ( l e a d i n g  t o  t h e  a n n u a l  
P o l i c y  S e m i n a r s )  o f  t h e  P r o g r a m ,  a s  r e q u i r e d .  R e g a r d i n g  
day- to -day  i m p l e m e n t a t i o n  a n d  a d m i n i s t r a t i o n  o f  t h e  P r o g r a m  a n d  
i t s  i n i t i a t i v e s ,  i t  i s  a n t i c i p a t e d  t h a t  t h e  GOK w i l l  n o m i n a t e  
o f f i c e r s  t o  s e r v e  a s  t h e  a u t h o r i z e d  GOK r e p r e s e n t a t i v e s  f r o m  
e a c h  o f  t h e  i m p l e m e n t i n g  i n s t i t u t i o n s .  T h e s e  i n d i v i d u a l s  w i l l  
h a v e  d i r e c t  r e s p o n s i b i l i t y  f o r  r e l a t i n g  t o  t h e  HCF 
I m p l e m e n t a t i o n  C o m m i t t e e  a n d  f o r  e n s u r i n g  c o m p i l a t i o n  and  
t r a n s m i s s i o n  t o  t h e  Commi t t ee  a n d  USAID o f  e v i d e n c e  
d e m o n s t r a t i n g  s a t i s f a c t i o n  of  c o n d i t i o n s  p r e c e d e n t .  A s  
n e c e s s a r y ,  t h e s e  i n d i v i d u a l s  w i l l  a l s o  r e c e i v e  t r a i n i n g  u n d e r  
t h e  t e c h n i c a l  a s s i s t a n c e  component  t o  s t r e n g t h e n  t h e i r  
e x p e r t i s e .  

The  HCF I m p l e m e n t a t i o n  Commi t t ee  w i l l  b e  a s s i s t e d  by a  
l o n g - t e r m  TA team d u r i n g  t h e  f i r s t  t h r e e  y e a r s  o f  t h e  g r a n t .  
The  TA c o n t r a c t o r  w i l l  b e  s e l e c t e d  a n d  e x p e c t e d  t o  b e  
o p e r a t i o n a l  by March 1990 .    he c o n t r a c t  w i l l  i n c l u d e  f u n d i n g  
t o  p r o v i d e  s p e c i a l i z e d  s h o r t - t e r m  ( l o c a l  and e x - p a t r i a t e )  TA 
f o r  a  t h r e e - y e a r  p e r i o d .  I n  t h e  i n t e r i m ,  f rom t h e  s i g n i n g  o f  
t h e  g r a n t  a g r e e m e n t  ( p l a n n e d  Augus t  1 9 8 9 )  u n t i l  t h e  a r r i v a l  o f  
t h e  l o n g  term TA team,  t h e  M O H ' s  HCF I m p l e m e n t a t i o n  C o m m i t t e e  
w i  11 i n i t i a t e  l o n g - t e r m  s t r a t e g i c  p l a n n i n g  b a s e d  on t h e  
i n f o r m a t i o n  p r o v i d e d  by t h e  MOH'S  HIS a n d  P l a n n i n g  U n i t s .  I n  
a d d i t i o n ,  s h o r t - t e r m  TA t o  under  t a k e  s p e c i f i c  a n a l y s i s  a n d  
o p e r a t i o n s  r e s e a r c h  f o r  t h e  t h r e e  i m p l e m e n t i n g  a g e n c i e s  w i l l  b e  
p r o v i d e d  f r o m  t h e  ST/HEA REACH P r o j e c t  f i n a n c e d  t h r o u g h  a  
buy- in  t o  t h i s  P r o j e c t .  

T h e  GOK/MOH now c u r r e n t l y  o p e r a t e s  a  s u b s t a n t i a l  i n f r a s t r u c t u r e  
o f  p e r s o n n e l  and  f a c i l i t i e s  c o m p r i s i n g  a b o u t  70 p e r c e n t  o f  a l l  
o f  K e n y a ' s  h e a l t h  c a r e  o p e r a t i o n s .  I n  terms of i m p l e m e n t i n g  
t h e  p r o p o s e d  r e f o r m  a g e n d a  t o  b e  s u p p o r t e d  u n d e r  t h i s  AEPRP, 
t h e  b a s i c  p e r s o n n e l  and  s t r u c t u r e s  a r e  i n  p l a c e .  However,  t h e  
MOH w i l l  n e e d  t o  s t r e n g t h e n  c e r t a i n  a s p e c t s  o f  t h e i r  c a p a c i t y  
i n  o r d e r  t o  e f f e c t i v e l y  implement  and manage t h e  P r o g r a m .  The 
d e t a i l s  o f  t h e  t e c h n i c a l  a s s i s t a n c e  a n d  t r a i n i n g  r e q u i r e m e n t s  
a r e  o u t l i n e d  i n  S e c t i o n  1 V . D .  

b .  USAID 

T h e  P r o g r a m  w i l l  b e  managed by t h e  Of £ i c e  o f  P o p u l a t i o n  a n d  
H e a l t h  (PH)  o f  USAID/Kenya which is c u r r e n t l y  s t a f f e d  w i t h  f o u r  
U.S. Direct Hires ( t w o  f u l l - t i m e  a n d  two p a r t - t i m e ) ,  o n e  U.S. 
P e r s o n n e l  S e r v i c e s  C o n t r a c t o r  a n d  t h r e e  Kenyan p r o f e s s i o n a l s  - 



(two p r o j e c t  s p e c i a l i s - t s  and one f i n a n c i a l  management 
s p e c i a l i s t ) .  In  J u l y  1989, t h e  PH Off ice  s t a f f  w i l l  be 
augmented by an I n t e r n a t i o n a l  Development I n t e r n  ( 1 ~ 1 )  w i t h  
business  management e x p e r t i s e .  

The KHCF Program w i l l  r e q u i r e  t h e  a c t i v e  involvement of USAID1s 
t e c h n i c a l  personnel  i n  po l icy  dia logue and review of p rogress  
dur ing t h e  l i f e  of t h e  Program. Therefore ,  USAID i s  i n  t h e  
process  of  h i r i n g  a  Kenyan hea l th  economist Personal  Se rv i ces  
Contractor (PSC) t o  work fu l l - t ime  on a s s i s t i n g  t h e  PH Of f i ce  
i n  conducting and a s se s s ing  t h e  required economic and f i n a n c i a l  
a n a l y s i s .  

The f i r s t  year of t h e  Program w i l l  be t h e  most management 
i n t e n s i v e  while t h e  systems a r e  being e s t a b l i s h e d  f o r  
monitoring and reviewing t h e  C P s  fo r  r e l e a s e  of funds and t h e  
achievement of benchmarks. Because t h e  T A  team w i l l  not be i n  
p lace  a t  t h e  time t h e  f i r s t  benchmarks a r e  scheduled t o  be met, 
t he  fol lowing d i v i s i o n  of l abor  is  a n t i c i p a t e d .  In t h e  f i r s t  
yea r ,  t h e  Chief of t h e  PH O f f i c e  w i l l  devote one t h i r d  of 
h e r / h i s  t ime t o  o v e r a l l  po l icy  dia logue and s p e c i f i c a t i o n  of 
t h e  po l i cy  reform agenda. The Heal th  Populat ion Off icer  w i l l  
devote 60 percent  of he r /h i s  time on t h e  implementation of t h e  
reform agenda a t  t h e  MOH and K N H .  In  a d d i t i o n ,  under t h e  
superv is ion  of t h e  H P N  Of f i ce r ,  t h e  I D 1  w i l l  spend 50 percen t  
of h e r / h i s  time on t h e  implementation of reforms a t  NHIF and i n  
developing t h e  scope of work f o r  t he  t e c h n i c a l  a s s i s t a n c e  
component and overseeing TA team a c t i v i t i e s .  Once i n  p lace ,  
t h e  PSC Heal th  Economist w i l l  s e r v e  a s  backstop i n  a l l  a reas  of 
t e c h n i c a l  review on t h e  appropr ia teness  of d e c i s i o n s  taken and 
po l icy  impact.  

Midway i n  Year One, t h e  TA team i s  expected t o  be i n  p lace  and 
by t h e  beginning of Year Two, i t  should be f u l l y  func t iona l .  
The second disbursements a r e  p ro j ec t ed  t o  t ake  p l ace  midway 
through Year Two. T h e  TA con t r ac to r  is  expected t o  p lay  a  
major r o l e  i n  t h e  day-to-day ope ra t ions  of Program 
implementation and monitoring of po l icy  and i n f r a s t r u c t u r e  
changes. Procedures fo r  USAID monitoring w i  11 be i n  p l ace  
based on Year One exper ience.   heref fore USAID management t ime 
is expected t o  decrease  t o  15 percen t  of t h e  time fo r  t he  Chief 
of PH Of f i ce ,  60 percent  of t h e  time t h e  hea l th  popul t ion  
o f f i c e r ,  and f u l l  time t e c h n i c a l  support  of t h e  PSC Health 
Economi s t .  

3 .  Management and Use of Local Currency 

U.S. $9.7 mi l l i on  w i l l  be t r a n s f e r r e d  d i r e c t l y  t o  t h e  GOK/MOF 
i n  t ranches  on t h e  s a t i s f a c t i o n  of cond i t i ons  precedent .  The 
equiva len t  of U.S $9.7 mi l l i on  i n  Kenya s h i l l i n g s  w i l l  be 



provided by the GOK and deposited in the Special Account as 
defined under conditions precedent to initial disbursement (see 
Section 1V.E). The local currency will be jointly programmed 
by USAID and the MOF. As part of the conditionality, it has 
been agreed that the local currency will serve as additional 
budgetary resources for the implementing institutions. Use of 
the local currency counter deposit monies wi 11 support the 
policy and institutional goals of the Program and broader 
health sector requirements of the MOH consistent with its 
overall agenda. 

The KHCF standing committee, to be designated by the MOF, 
together with the USAID Program Committee will be responsible 
for review of programming proposals for use of local currency 
from the special account. Written recommendations from these 
two committees will be forwarded for the approval of the 
Permanent Secretary at the MOF and to USAID. No funds can be 
transferred from the special account without the written 
authorization of both the A.1 .D. Mission Director and the 
Permanent Secretary for Finance. The Auditor General's (AG) 
Office of the GOK has responsibility for audits of GOK finance 
and will periodically audit the use of the funds to ensure 
compliance with the Program intent and GOK procedures. Any 
reports or audits performed by the AG on funds expended from 
the special account will be made available for USAID review. 

4. DFA Procurement Plan - Goods and Services 
Under the projectized element of the Progam, $5.3 Million in 
contractor service support is planned. Under DFA procurement 
policies, AID Geographic Code 935 is generally authorized. It 
remains A.I.D. policy, however, to maximize U.S. procurement 
whenever practicable.. The following represents U S A I D / K ~ ~ ~ ~ ' s  
analysis of the planned source and origin of goods and services 
to be financed under this element of the Program. Note that it 
is anticipated that the scope of work for the overall technical 
assistance contract, which is estimated at $5.0 million, will 
include financing for technical assistance, training, 
workshops, studies and commodity procurement. The contract 
will be subject to open competition. Eligible sources for bids 
to the RFP for this effort will be 000 and the cooperating 
Country, Kenya. Priority consideration in selection criteria 
will be placed on joint ventures, i.e., U.S. and Kenyan. It is 
estimated that 60 percent (approximate value: $1.8~) of the 
technical assistance activities (long- and short-term experts) 
will be provided by U.S. consultants. 



uS~I~/Kenya will require that any travel to and from the U.S. 
will be on U.S. carriers. ~lthough not required to do so, 
USAID/Kenya wi 11 require conformance with the 50/50 
requirements of the Cargo Preference Act for ocean shipments 
from the United States. 

The anticipated source and origin of the commodities to be 
provided under the overall technical assistance contract 
element is as follows: 

Commodity Source/Or igin Est. Value $ 

- (2) Vehicles 9 35 
Right-hand drive (Mission Blanket Waiver 40,000 

- (1) Computer 
Micro-computer 

- Software Computer 
Packages 

- (1) Photocopier 935 5,000 
(Cooperating Country) 

It is anticipated that virtually all long-term training (valued 
at $400,000) will go to U.S. universities and institutions 
[OOOI. Approximately half of the short-term training 
($340,000) will be conducted at U.S. institutions.   he PSC 
Health Economist position is designated to be filled by a 
Kenyan specialist (value over 3 years - $150,000). 
Based on the above, USAID/Kenya believes that approximately 50 
percent of the goods and services financed under the 
projectized element of the KHCF Program will have their source 
and origin in the United States. USAID/Kenya will report to 
AID/W annually on the status of procurement upon receipt of the 
reporting procedures under development in AID/W. 

I. IMPLEMENTATION PLAN 

The implementation plan provided below is based on the 
assumption that the PAAD will be authorized by the end of July 
1989. It includes time schedules for achievement of 
conditions precedent and for the programming of counterdeposit 
funds. Because technical assistance has been a critical 
element in the design process with the GOK and is linked to the 
implementing institutions' ability to meet program 



conditionality for first disbursements, USAID has determined 
that certain technical assistance requirements must be met 
prior to the arrival of the long-term TA contract team 
(estimated by March 1990). 

Therefore, in the interim, USAID plans to phase TA inputs to 
the institutions through buy-ins to the REACH Project. The 
scope of work of the Provincial and District Study has been 
expanded, and inputs from the analysis of the study will lead 
to the development of guidelines for expenditures with 
corresponding support for implementation plans on the 
cost-sharing system. An additional buy-in will become 
effective in August 1989 to support a series of analytical 
works, operations research and planning activities. 

These represent the anticipated TA requirements in order to 
ensure that the GOK can meet the first set of conditions 
precedent (i.e., activities scheduled from Aug-Dec 1989). KHCF 
Project Agreement funds will be used for the final buy-in to 
REACH so that TA needs, observation/study tours schedule from 
January to March can take place. 

Because a minimum six month delay is anticipated before the TA 
contractor team is on-site, the Mission proposes a four-year 
PACD from the date of Program and Project Agreements signature 
to accommodate the required three-year timeframe for the TA 
contract and to allow a longer timeframe to potentially meet 
the last disbursement. The final evaluation of the Program 
would then take place after the last disbursement has been made 

Policy Reform Implementation Plan 

Action 

Provincial & District Health Services 

Pre-PAAD REACH TA Buy-in (Studies) I 

PAAD authorized 

Grant Agreement Signed 

1st PIO/P Manpower Training-KNH 

REACH interim buy-in completed 

RFP issued for long term TA contract 

Month/Year 

Study (PADS) Jun 1989 

Jun 1989 

Aug 1989 

Aug 1989 

Sep 1989 

Sep 1989 



Action 

MOH-HCF Implementing Committee named 

Interim Commodity Procurement Plan 
(computors and possibly vehicles) 

Implementation Plans for Year 1 
(for 1/2 year, Oct 89 - May 90) 

PADS study completed 

Observation Tour-MOH Steering Committee 

1st National HCF Policy Conference 

Initial KNH CPs met* 

Initial MOH CPs met* 

Initial NHIF CPs met* 

1st Joint Programming meeting of local 
currency counterdeposits* 

Pilot Monitoring System launched 

TA contractor in place 

MOH long-term trainees selected ('90-'91) 

KNH long-term trainees selected ('90-'92) 

1st semi-annual GOK/USAID Program review 

2nd year Implementation Plan (draft) 

U.S. Study Tour NHIF 

6 interns selected KNH (1990 Program) 

Short-term training plan finalized 

Pilot Monitoring System Evaluation 
(internal with World Bank inputs) 

2nd Semi-Annual Program Review 

2nd National Policy Conference 

Sep 1989 

Oct 1989 

Oct 1989 

Oct 1989 

Oct 1989 

Nov 1989 

Nov 1989 

NOV 1989 

Nov 1989 

Nov 1989 

Jan 1990 

Mar 1990 

Mar 1990 

Mar 1990 

Mar 1990 

May 1990 

Jun 1990 

Jul 1990 

Aug 1990 

Sep 1990 

Sep 1990 

NOV 1990 



Action 

National Policy Monitoring System begun (phased) 

MOH long-term trainees selected ('91-'92) 

KNH long-term trainees selected ('91-'92) 

3rd Semi-Annual Program Review 

3rd year Implementation Plan (draft) 

2nd year KNH CP's met* 

2nd year MOH CPs met* 

2nd year NHIF CP's met* 

2nd Joint Programming of Local Counterdeposits* 

6 interns selected KNH (1991 Program) 

Mid-term Program Evaluation (external) 

4th Semi-Annual Program Review 

MOH-1st long-term trainees return 

KNH-1st long-term trainees return 

3rd Annual Policy Conference 

5th Semi-Annual Program Review 

4th year Implementation Plan 

KNH 2nd long-term trainees return 

MOH 2nd long-term trainees return 

6th Semi-Annual Program Review 

Audit 

4th Annual Policy Conference 

3rd year KNH CP's Met* 

3rd year MOH CP's Met* 

Month/Year 

Jan 1991 

Jan 1991 

Jan 1991 

Mar 1991 

May 1991 

May 1991 

May 1991 

May 1991 

May 1991 

Jul 1990 

~ u g  1991 

Sep 1991 

Sep 1991 

Sep 1991 

Nov 1991 

Mar 1992 

May 1992 

Aug 1992 

Aug 1992 

Sep 1992 

Sep 1992 

NOV 1992 

Nov 1992 

NOV 1992 



Action 

3rd year NHIF CP's Met* Nov 1992 

3rd Joint Programming of local counterdeposits* Nov 1992 

7th Semi-Annual Review Mar 1993 

End of TA Contract Mar 1993 

Final Evaluation Mar 1993 

Final Policy Review/(Review of Final Evaluation) May 1993 

PACD Aug 1993 

TA Contract Close Out Sep 1993 

* Conditions Precedent for the three implementing institutions 
and the following programming of local currency may take place on 
different timeframes depending on when each institution meets its 
Conditions Precedent. 

J. FINANCIAL PLAN, BUDGET AND ANALYSIS 

1. Financial Plan 

The total funding level for the KHCF is $15 million over a 
four-year period. The source of funding for the Program is 
DFA, $10 million of which is part of the AEPRP. A total of 
$9.7 million is planned as dollar disbursements to be provided 
by cash transfers in support of proposed policy reform and 
costs associated with capitalizing the implementation of 
reforms. The U.S. $9.7 million will be disbursed directly to 
the MOF in nine tranches during fiscal years 1990-1992, subject 
to evidence of progress and/or accomplishment of the policy 
reform program and relatee conditionality. 

Dollar disbursements will be made as follows: 

(a) A.I.D. and the GOK will sign the Grant Agreement which 
will contain policy reform conditions precedent and 
indicators tied to the dollar disbursements. 

(b) After the GOK has satisfied conditions precedent, the 
Regional Accounting Management Center (RAMC) Paris will be 
requested by the Controller, based on documentation 
provided by uSAI~/Kenya, to issue a U.S. dollar check to 
the Central Bank of Kenya. 



(c) The USAID/Kenya Cashier will handcarry the check to the 
Treasury of Kenya, from where he/she will obtain a receipt 
which USAID/K will copy to the MOF 

(d) The MOF will have established a Kenya Shilling 
Counterdeposit Program Account. Within 60 days of U.S. 
dollar disbursement, the MOF will deposit the U.S. dollar 
equivalent of local currency into the Kenya Shilling 
Counterdeposit Account. 

In addition to the $9.7 million in dollar disbursements for 
local currency counterdeposit fund establishment, $5.3 million 
is proposed to be obligated through a complementary Project 
Grant Agreement. The $5.3 million budgeted for technical 
assistance, training, policy studies, seminars/workshops, 
evaluation and audit will be fully obligated in Fiscal Year 
1989 and is not subject to the policy reform program. Direct 
A.I.D. contracting under a single contract to be managed by 
usAID/Kenya/P~ is planned. The method of financing will be 
direct payment. Under the ~echnical Assistance project, no 
local currency will be controlled by the Grantee. Direct 
procurement and payment will be used by USAID for this 
component of the Program. Funds have also been set aside in 
the foreign exchange component for technical assistance policy 
studies, seminars/workshops, long and short term training and 
support, as well as evaluation and audit of the Program which 
will be managed directly by USAID, using standard A.1 .D. 
procedures. Normal USG audit provisions will apply under the 
Project grant to the technical assistance contractor(s) with 
whom USAID will have a direct contract relationship. 

Procurement of office and household furniture and equipment for 
the technical assistance team will be carried out by the U.S. 
contractor institution involved in accordance with USG 
regulations. Some commodity procurement for the GOK 
implementing institutions, i.e., two computers at MOH and NHIF, 
will require foreign exchange and may need to be executed prior 
to the arrival of the technical assistance contractor. 
Standard A.I.D. procurement procedures would be followed. Any 
other commodity procurement which the GOK decides to carry out 
using its counterdeposit local currency fund under the Program 
will be handled directly by the GOK, subject to the GOK's 
procurement regulations. 

As more fully described in Section IV.H., consistent with the 
accountability procedures for monitoring and accounting for 
host country owned local currency, USAID and the GOK will 
jointly program all local currency in the Special Account. 
Documentation will be available from the GOK that could be 



r e v i e w e d  by USAID a t  v a r i o u s  p o i n t s  of  time d u r i n g  t h e  l i f e  o f  
p r o g r a m  t o  d e m o n s t r a t e  t h a t  L/C was t r a n s f e r e d  f r o m  t h e  S p e c i a l  
A c c o u n t  t o  t h o s e  a r e a s  or a c c o u n t s  w i t h i n  t h e  MOH o v e r a l l  
b u d g e t  t h a t  a r e  s u p p o r t i v e  o f  t h e  h e a l t h  s e c t o r .  

2 .  B u d g e t  T a b l e s  

T h e  b u d g e t  t a b l e s  p r e s e n t e d  o n  t h e  f o l l o w i n g  p a g e s  a re  b a s e d  o n  
t h e  a s s u m p t i o n  t h a t  t h e  t o t a l  p l a n n e d  l i f e  o f  p r o g r a m  ( $ 1 5 ~ )  
f u n d i n g  w i l l  b e  o b l i g a t e d  i n  FY 1 9 8 9 .  

T a b l e  1 

I l l u s t r a t i v e  D i s b u r s e m e n t  o f  F u n d s  
( M i l l i o n s  $ 1  

FY 89 FY 90 FY 9 1  FY 92 FY 9 3  T o t a l  
----- ----- ----- ----- ----- ----- 

1. C a s h  T r a n s f e r  
( a )  F o r  K N H  R e f o r m s  2 . 5 0  2 .00  0 . 0 0  0 . 9 5  5 . 4 5  
( b )  F o r  MOH ~ e f o r m s  2 .00  1 . 0 0  0 . 0 0  1 . 0 0  4 .00  
( c )  F o r  NHIF R e f o r m s  0 . 1 0  0 . 1 0  0 . 0 0  0 . 0 5  0 . 2 5  

---- ---- ---- ----  ---- ---- 
S u b  T o t a l  0 . 0 0  4 . 6 0  3 . 1 0  0 . 0 0  2 . 0 0  9 . 7 0  

2 .  T e c h n i c a l  A s s i s t a n c e  
( a )  Long Term 
( b )  ~ h o i t  Term 0 . 2 0  0 . 2 0  0 . 2 1  0 . 6 1  
( c )  S t u d i e s  a n d  A n a l y s i s  0 . 1 6  0 . 1 5  0 . 3 1  
( d )  C o m m o d i t i e s  0 . 7 3  0 . 7 3  
( e l  O t h e r  Cos t s  0 .34  0 . 3 4  ---- ---- ---- ---- ---- ---- 

S u b  T o t a l  0 .00  1 . 8 9  0 . 8 1  0 . 6 8  0 .00  3 . 3 8  

3 .  T r a i n i n g  
( a )  Long Term 
( b )  s h o r t  Term 

s u b  T o t a l  

4 .  O t h e r  Componen t s  
( a )  A u d i t  a n d  E v a l u a t i o n  0 . 0 4  0 .04  0 . 0 8  
( b )  P r e  C o n t r a c t  TA 0 .10  0 . 1 0  
( c )  H e a l t h  E c o n o m i s t  0 . 0 5  0 . 0 5  0 .05  0 . 1 5  ---- ---- ---- ---- ---- ---- 

S u b  T o t a l  0 . 1 0  0 .09  0 .09  0 . 0 5  0 . 0 0  0 . 3 3  

GRAND TOTAL 



T a b l e  2  

I l l u s t r a t i v e  Methods of Imp lemen ta t ion  and F i n a n c i n g  
( M i l l i o n s  $) 

'Method of Method of 
Program Component Imp lemen ta t ion  F i n a n c i n g  M i l l i o n s  $ 

1. Cash T r a n s f e r  
---------------- 

( a )  For KNH Reforms 
( b )  For MOH Reforms 
( c )  For NHIF Reforms 

s u b  T o t a l  

2. T e c h n i c a l  A s s i s t a n c e  ....................... 
( a )  Long Term 
( b )  S h o r t  Term 
( c )  S t u d i e s  and A n a l y s i s  
( d l  Commodities PI O/C 
( e )  Othe r  C o s t s  

Sub T o t a l  

3 .  T r a i n i n g  

( a )  Long T e r m  
( b )  S h o r t  T e r m  

s u b  T o t a l  

4. Other Components ------------------- 
( a )  Audi t  and E v a l u a t i o n  
( b )  P r e  C o n t r a c t  TA 
( c )  H e a l t h  Economist  

s u b  T o t a l  

5 .  I n f  l a t i o n / C o n t i n g e n c y  ....................... 

Cash T r a n s f e r  t o  MOF 5.45 
Cash T r a n s f e r  t o  MOF 4.00 
Cash T r a n s f e r  t o  MOF 0.25 

---- 
9.70 

Direct Payment 

D i r e c t  Payment 
P I0 /P1  s 
P I 0 / P 1 s  

Direct Payment 

Grand T o t a l  



! ? m P x m R A N  
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(U.S. D O l h l s )  

Y e a r  1 
AID ClX 

Ex 2 Y e a :  3 
AID ax AID ax 

YeEK 4 
AID ax 
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AID aX 
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3.  F i n a n c i a l  A n a l y s i s  

T h e  f i n a n c i a l  a n a l y s i s  shows t h e  c o s t  e s t i m a t e s  d e v e l o p e d  f o r  
t h e  t r a i n i n g  a c t i v i t i e s  u n d e r  t h e  p r o j e c t i z e d  c o s t s  of  t h i s  
p r o g r a m  t o  b e  r e a s o n a b l e  and  i n  l i n e  w i t h  a c t u a l  c o s t s  of  
s i m i l a r  t r a i n i n g  p r o j e c t s ,  s u c h  a s  t h e  USAID-funded I P S  P r o j e c t  
and  o t h e r s  e l s e w h e r e  i n  A f r i c a .  Long- term ( a d v a n c e d  d e g r e e )  
and s h o r t - t e r m  t r a i n i n g  c o s t s  a r e  b a s e d  upon A I D  Handbook 1 0  
a n d  upon a  s u r v e y  c o n d u c t e d  by t h e  t e c h n i c a l  a n a l y s i s  team of 
more s p e c i a l i z e d  a r e a s  of  t r a i n i n g  o f f e r e d  i n  t h e  U n i t e d  
S t a t e s  and A f r i c a  R e g i o n  o r  Kenya.  Long- term t r a i n i n g  c o s t s  
p e r  p a r t i c i p a n t  a r e  e s t i m a t e d  a t  a b o u t  $ 4 0 , 0 0 0 / p e r  y e a r .  ( A  
y e a r l y  i n f l a t i o n / c o n t i n g e n c y  f a c t o r  of  9 p e r c e n t  i s  i n c l u d e d . )  
T h i s  c l o s e l y  p a r a l l e l s  t h e  c o s t s  e s t i m a t e d  by t h e  O f f i c e  o f  
I n t e r n a t i o n a l  T r a i n i n g  i n  A I D / W .  S h o r t - t e r m  t r a i n i n g  i n  t h e  
A f r i c a  R e g i o n  and Kenya a v e r a g e s  $ 1 , 5 0 0  p e r  month ( $ 1 , 2 0 0  
t u i t i o n / f e e s  and  $300 p e r  d iem and o t h e r  c o s t s ) .  S h o r t - t e r m  
t r a i n i n g  c o u r s e s  w i l l  a v e r a g e  two  weeks i n  d u r a t i o n .  A i r f a r e s  
and  p r e - d e p a r t u r e  c o s t s  a r e  b a s e d  on a c t u a l  p r e s e n t  c o s t s .  
S a l a r y  c o n t r i b u t i o n s  a r e  b a s e d  on p u b l i s h e d  i n f o r m a t i o n  
c o n c e r n i n g  t h e  s a l a r y  and b e n e f i t  l e v e l s  of GOK c i v i l  s e r v a n t s  
and Kenyan a c a d e m i c  community e m p l o y e e s  h a v i n g  t h e  r a n g e  o f  
q u a l i f i c a t i o n s  a n d  r e q u i r e d  l e v e l  of r e s p o n s i b i l i t y  t h i s  
t r a i n i n g  w i l l  t a r g e t .  

The  t e c h n i c a l  s e r v i c e s  and management s u p p o r t  c o s t s  of  t h i s  
p r o g r a m  r e p r e s e n t  a b o u t  35 p e r c e n t  o f  t h e  t o t a l  l i f e - o f - p r o g r a m  
of  t h i s  amount ,  6 6  p e r c e n t  is  d i r e c t l y  r e l a t e d  t o  t e c h n i c a l  
a s s i s t a n c e ,  p o l i c y  s t u d i e s ,  and  t r a i n i n g .  The b a l a n c e  o f  34 
p e r c e n t  r e p r e s e n t  management and a d m i n i s t r a t i v e  o v e r h e a d  c o s t s  
r e l a t e d  t o  t h e  o v e r a l  c o n t r a c t .  C o s t s  f o r  e x p a t r i a t e  t e c h i c a l  
c o n s u l t a n t s  i n  s e l e c t e d  a r e a s  of  e x p e r t i s e  a r e  b u d g e t t e d  a t  
r e l a t i v e l y  h i g h e r  r a t e s  ( i n  excess of FS-1 s a l a r y  c e i l i n g )  t h a n  
is n o r m a l l y  f i n a n c e d  u n d e r  t r a d i t i o n a l  USAID p r o j e c t  a s s i s t a n c e  
i n  t h e  h e a l t h  s e c t o r .  

The  c o s t  e s t i m a t e  f o r  t h e  PSC h e a l t h  e c o n o m i s t  c o n t r a c t o r  t o  
s e r v e  a s  P r o g r a m  Manager f o r  f o u r  y e a r s  is b a s e d  on s a l a r y  
l e v e l s  of  Kenya h e a l t h  e c o n o m i s t s  who p r o v i d e d  s i m i l a r  
p r o f e s s i o n a l  s e r v i c e s  u n d e r  l o c a l  c o n t r a c t  t o  A . I . D .  

The  GOK w i l l  c o n t r i b u t e  t h e  e q u i v a l e n t  of $1 .7  m i l l i o n  t o  t h e  
p r o j e c t i z e d  s i d e  of t h e  p r o g r a m  v a l u e d  a t  $5 .3  m i l l i o n .  
R e g a r d i n g  s h o r t  and  l o n g - t e r m  s t a t e s i d e  t r a i n i n g ,  t h e  GOK w i l l  
s p o n s o r  t r a i n i n g  p a r t i c i p a n t s  by p a y i n g  h a l f  o f  t h e  r o u n d  t r i p  
a i r f a r e s  t o  t h e  U.S. a n d  c o n t i n u i n g  s a l a r y / b e n e f i t  payment  of 
f a m i l i e s  w h i l e  i n d i v i d u a l s  a r e  i n  t r a i n i n g  p r o g r a m s .  F o r  



in-country and third-country training, the GOK will continue 
salary/benefit payment while individuals are in training. For 
all training, the GOK will provide personnel to cover the work 
responsibilities for the person undergoing training. 

The GOK's contributions to the technical assistance and 
institutional strengthening activities have been structured in 
such a way as to make greater use of existing GOK/MOH resources 
for implementation of cost sharing reforms. Thus, the 
contributions from the three implementing institutions, i.e., 
the MOH, KNH, and the NHIF consist primarily of existing staff 
facilities and operating costs that will be more directly 
dedicated to the administrative, management and analysis 
(financial and policy) requirements of the overall HCF 
Program. As a result of the training and technical assistance, 
staff will acquire new skills and be deployed to these 
activities. This approach of retraining existing resources 
will serve to minimize any probability of further increases in 
wage operating expenses and of introducing additional recurrent 
expenditures in the health sector that would be difficult to 
Sustain. 



ANNEX A. 

INSTITUTIONAL ANALYSES 

I. Ministry of Health (MOH) 

A. Institutional Description 

Kenya has a plural health care system which includes the public 
sector (comprising mainly the Ministry of Health and 
Municipalities), proprietary private sector, voluntary private 
sector, and traditional medicine sector. The MOH is the 
largest provider of health care in the country. It is involved 
in the provision of all types of health services; viz curative, 
preventive, promotive health care and environmental protection 
and pollution surveillance. MOH has the legal obligation to 
supervise all the other providers of health care in the country 
and to provide policy guidance and inspection services. 

The MOH is organized under the same setup that all the other 
Kenyan government ministries are organized. The political head 
of the MOH is the Minister, in this case the Minister of Health 
with three Assistant Ministers. The Permanent Secretary (PSI 
is the chief administrator and accounting officer of the 
ministry. The PS has several deputy officers working with him 
at the ministry headquarters. In every province and every 
district, the PS has officers in charge of particular 
ministry's activities. In the case of the MOH, these officers 
are Provincial Hospital Secretaries, District Hospital 
Secretaries and Hospital Secretaries. 

Parallel to the PS is normally the technical head of the 
Ministry. In the case of the MOH the technical head of the ' 

Ministry is the Director of Medical Services (DMS). Like the 
PSI the DMS also works with several officers deputy to him at 
the Ministry's headquarters. In every province the DMS is 
deputized by the Provincial Medical Officer (PMO). Below the 
PMO is the Medical Officer of Health in charge of the district 
health care system. There are several Medical Officers of 
Health in a province depending on the number of districts in . 
the province. 

The MOH facility network follows a hierarchical organizational 
pattern. In certain areas of the country, community based 
health care workers now provide frontline health care and 
referral. Ideally, lower level primary health care facilities 
refer patients to the secondary, sub-district and district 
hospitals which in turn refer to provincial hospitals. KNH 
stands at the apex of tertiary care. 

There are now over 2000 health facilities operated by the MOH - 
approximately 70 percent of all Kenya's health facilities. It 
is estimated that over 35,000 technical health care workers are 



employed by the MOH including doctors, nurses, clinical 
officers, etc. In addition, the numbers of administrative, 
clerical and other support staff places the MOH as the largest 
employers in the country. 

Until recently, the MOH directly controlled all of the major 
health training institutions. They have recently been moved to 
a semi-autonomous status. 

B. Rationale for choice 

As discussed above, the MOH is the legislated supervisor of all 
health care providers in Kenya and can, thereby, implement 
sector-wide policy initiatives. It provides policy guidance to 
the GOK in matters pertaining to health and manages GOK 
budgetary efforts in health care. 

Given the scope of the MOH's mandate, it is uniquely placed to 
play the key role in implementation of cost sharing. Its 
ability to supervise providers empowers it to coordinate 
activities of the various actors. In its capacity as policy 
advisor to the GOK, it is the appropriate source of analysis on 
to the impact of cost sharing on the health system and on 
health status. Through its budgeting role it can ensure that 
the revenues generated by cost sharing will be used to 
rationalize health's part in the GOK budget. Further, it can 
oversee simultaneous efforts in fee collecting, 
cost-containment, quality improvements, and efficiency 
enhancement in the system. Thus, the performance of this 
institution is key to the Program achieving its purpose and 
goal. 

C. Assessment of Institutional Ca~acitv 

1. Mandate 

As described in the previous section, the MOH has the 
mandate for implementing cost-sharing, for ensuring 
coordination among providers, and for providing related 
policy guidance to the GOK. 

2. Functional Orqanization 

As described above, the MOH is divided into the 
technical side, headed by the Director of Medical 
Services (DMS), and the administrative side, headed by 
the Permanent Secretary (PSI. The technical side is 
particularly skilled in medical matters, whereas the 
administrative side is more occupied with financial and 
administrative duties. The two halves often have 
difficulty understanding each others' problems and 



arriving at concensus. As described below, the same 
division of skills and priorities is reflected at the 
district and provincial levels. 

Consistent with general GOK policy, the MOH began a 
program of decentralization in 1983. Increasingly, 
responsibility for decisions on budgeting, training, 
manpower, and health coverage is devolving to the 
provincial and district levels. District Health 
Management Teams (DHMTs) and Provincial Health 
Management Teams (PHMTs) are the entities responsible 
for day-to-day district and provincial management. The 
DHMTs comprise representatives of the major health care 
functions, such as administration, nursing, pharmacy, 
education, clinical medicine, etc. It is meant to 
provide an opportunity for all key areas of the public 
health system to coordinate district-level health 
activities. The PHMT is comprised of a smaller group 
responsible for general supervision, monitoring and 
evaluation of district operations within the Province. 

Externally, the MOH operates as part of a larger health 
care network including private providers. It also 
functions in the context of the larger GOK system, 
interacting most importantly with the Ministry of 
Finance (for budget allocations) and Ministry of 
Planning (for investment planning) and with the Office 
of the President (for overall administration of the 
health sector). 

Some of the institutional infrastructure required to 
implement cost sharing is already in place at the MOH. 
Overall responsibility for implementing cost sharing 
activities will reside at MOH headquarters in  airo obi. 
Headquarters will provide the policy analysis and 
strategic and overall budgetary guidance for the 
process, working through the DHMTs and PHMTs. These 
health management teams will translate the strategy 
developed in Nairobi to local circumstances and 
supervise its implementation at the facility level. 
They will also supervise the collection of data required 
for monitoring cost sharing implementation and providing 
feedback necessary for policy analysis at headquarters. 

It is expected that District Medical Officers of Health 
(DMOHS), Provincial Medical Officers (PMOS), District 
Hospital Secretaries (DHSs) and Provincial Hospital 
Secretaries (PHSS) will be the key personnel in cost 
sharing implementation. The PMOS and DMOHs are the 
heads of the health management teams. The PHSs and DHSs 
are the members of the DHMTs and PHMTs with the greatest 
training in the basic finance and administrative skills 
required for implementation and monitoring of cost 
sharing. 



Staff at the hospitals, health centers and dispensaries 
will carry out the actual collection of fees and 
monitoring of data. It is expected that the health 
management teams will supervise training in these new 
responsibilities. The management teams will also assist 
the facilities to adjust to the new management burden 
and to develop priorities for the expenditure of 
cost-sharing revenue. 

Human Resources Development Needs 

At MOH headquarters development of human resources will be 
needed in the areas of finance, economics and planning as these 
skills are not now sufficiently present to undertake new 
analysis, planning, and coordination responsibilities with the 
introduction of cost sharing. At the provincial and district 
levels, budgeting, planning and auditing skills must be 
developed, while at the health center and dispensary level, 
administrative training and/or additional personnel will be 
required. 

E. Operational Track Record 

USAID enjoys good working relationship at senior MOH management 
levels concerned with design and development of projects. 
However, the MOH has had past difficulties in assigning 
qualified full-time operational counterparts. This has 
sometimes seriously hampered project implementation and 
progress. Designation of counterparts has either tended to be 
delayed for long periods or filled by highly qualified MOH 
officers who have many other demanding responsibilities. 
Assignment of appropriate counterparts to be affiliated with 
the Program will need to be specifically addressed. 

F. Capability to Perform Policy Analysis 

The MOH has concluded that cost sharing is necessary to sustain 
financing of the health sector. However, the ministry has not 
yet thought through wider issues related to health care 
financing, such as the role of the private sector and risk 
sharing. It must also consider the implications of cost 
sharing for current fee waiver systems, the MOH administrative 
burden, allocation of cost-sharing revenue and the effects of 
these changes on incentives in the system. The MOH will 
require some technical assistance and training to improve its 
policy analysis capability, as described below. 

G. Capability to Track and Account for Program Funds 

Based on the USAID/Kenya1s experience to date with the MOH in 
projects funded by USAID, the ministry has been able to account 
for program funds with varying degrees of success. The 
Government's general accounting system is 



adequate, tightly controlled and automated. Thus, there is no 
reason to be concerned about the essential integrity of 
expenditures. However, the system frequently does not provide 
the level of detail needed for separate program fund 
accountability. This level of responsibility rests with the 
internal MOH accounting system which still operates manually 
and does not currently have the capacity 
to consistently track field expenditures on externally-aided 
projects. Special attention will need to be given to this 
area, and specific procedures put in place to ensure 
accountability for program funds to the extent required. As 
noted in the below section, further capacity in this area will 
be provided to the MOH, through the HCF Implementing Committee 
by the technical assistance project activities funded by 
USAID. New systems and guidelines will be developed to enhance 
the MOH's capacity to account for program funds. 

H. Training and Technical Assistance Needs 

The implementation of cost sharing system-wide will present a 
host of new administrative challenges requiring technical 
assistance and training at each level of the system. MOH 
headquarters will require two significant structural changes. 

As a part of the health financing program, the MOH will 
establish HCF Implementing Committee which will integrate 
health and financial policy and planning, including oversight 
and direction of all cost sharing activities. This Committee 
will report directly to the PS. This unit is expected to 
address a perceived weakness in policy development at the MOH 
and its establishment is one of this PAAD's conditions 
precedent. The terms of reference will include strategic 
planning, policy formulation and coordination, monitoring of 
cost sharing, and direction of special studies. It also will 
supervise the accounting and auditing of cost-sharing 
revenues. It is expected to be headed on a day to day basis by 
a Senior Deputy Minister and to have an appropriate staff of 
analysts with skills in the following: health economics, 
primary health care, planning/evaluation and financial, 
managerial and information systems. It is expected the 
Committee will require the following assistance: 

o a local area network of about eight micro-computers 

o word processing, data base, planning, spreadsheet and 
statistical software together with training in its 
use: 

o office equipment, such as photocopiers, typewriters, 
etc. ; 



o long- and short-term technical assistance, 
particularly in guiding the development of policy 
analysis, accounting, auditing and financial 
monitoring capacities; 

o access to a TA skills pool to be utilized as the need 
materializes; 

o access to the local academic community for TA; 

o Long-term training for the HCF Implementation 
Committee in the skills necessary for policy 
analysis, such as economics, planning, public health, 
statistics and information analysis; and 

o a line-item in the MOH budget sufficient to operate 
effectively. 

The second structural change at MOH headquarters will be to 
establish an organ to advise the MOH on health policy. It will 
carry on from the work of Health Care Financing Steering 
Committee. The Steering Committee was established early in 
1988 as a temporary body to oversee and coordinate studies in 
the area of health financing. The advisory organ's 
representation should include all actors in the health care 
system, including, but not limited to, representatives from the 
Ministries of Health (HCF Implementation Committee), Finance 
and Plan, NHIF, municipalities, private proprietary and 
not-for-profit providers, consumers, health professionals and 
private insurers. private proprietary and not-for-profit 
providers of health care, consumers, health professionals and 
private insurers. A Central Health Services Committee (CHSC) 
already exists -- on paper -- at the MOH to provide a similar 
function. However, it has not yet become a reality. Thus, it 
may be possible to create the advisory organ by developing the 
CHSC with a mandate to advise the MOH on health policy, , 
including financing. Coordination within the MOH, beneath the 
HCF Implementation Committee, will be done through its 
secretariate to the existing Senior Management Committee and 
Heads of Department meetings as forum for review of financing 
reform implementation issues, particularly those associated 
with cost sharing. Members of these committees may benefit 
from some short-term training in health financing policy and 
implementation. 

The MOH will strengthen its procedures to ensure access to 
health services by the poor. It will also develop a system to 
monitor and evaluate the effectiveness of these procedures and 
the effects of cost-sharing in utilization of health care 
services in general. In this regard, to the maximum extent 
reliance will be placed on strengthening existing MOH 
information networks, such as the MOH's Health Information 



System. This program provides funding to assist in the 
development, financing, monitoring and evaluation of the new 
system. 

Some structural change at the DHMT/PHMT level may be required. 
More administrative and financial staff (possibly an additional 
hospital secretary) may be needed. The HMTs' role will expand 
in two ways: 

- Greater responsibility for budgeting, planning, and 
expenditure of additional resources generated by cost 
sharing, and 

- Responsibility for training, guidance, assistance, and 
oversight of health centers and dispensaries in the 
administration and expenditure of cost-sharing 
resources, including monitoring of compliance with 
MOH priorities for spending. 

In addition, there are other areas at the HMT level that would 
benefit from additional training or analyses, that are not 
essential to achievement of this Program's success, but 
represent areas for further MOH strategy considerations. 
Examples include: 

o Training for Medical Officers of Health in the 
elements of financial planning and budgeting to be 
better able to lead the health management teams in 
these areas. Hospital Secretaries also should 
receive additional training in financial planning and 
budgeting, and how to train, in the administration of 
Cost-sharing, as well as in the basics of public 
health in order to assist and guide dispensary and 
health center staff. Further, these skills should be 
intergrated into the standard curriculum for basic 
training (community medicine for MOH's and health 
administrating for HSs) in these fields. This is 
necessary since the fields will overlap even more 
with the introduction of cost sharing. The rest of 
the team members should also receive similar training 
at a lesser depth. 

o Re-establishment of a program in health 
administration. Because of lack of space, the Kenya 
Institute of Administration (KIA) stopped offering a 
diploma in hospital administration (the basic 
training of hospital secretaries) two years ago. 
This has meant that university graduates, without 
special training in health administration, have been 
recruited to fill the approximately ten openings per 
year. Given the key role these individuals are 
expected to play in cost sharing, consideration 
should be given to re-establishing the program in 
health administration. 



o At Provincial and District hospitals, where fees are 
already collected, the fee structure proposed 
involves outpatient registration fees and additional 
charges for drugs prescribed. Thus, procedures may 
need to be developed for fee collectors to determine 
whether to charge patients for drugs. Further, the 
inpatient charges are to vary by length of stay (up 
to a ceiling) and MOH facilities will be permitted to 
retain NHIF reimbursements. These new elements will 
necessitate changes in procedures and, perhaps, 
staff. Effort also must be made to strengthen the 
current fee waiver system. 

o The Provincial and District Study (PADS), starting in 
June, 1989, will make recommendations about staffing, 
procedures, and training needs associated with the 
institution of cost sharing at health centers and 
dispensaries. Since only minimal fees are collected 
at these facilities now, training will be required 
in procedures for collection and safeguarding and 
accounting for fees. Additionally, training will be 
required in budgeting and planning for expenditure of 
fee revenues at all levels of facilities. 

11. National Hospital Insurance Fund (NHIF) 

A. Institutional Descri~tion 

The National Hospital Insurance Fund (NHIF) was established in 
1966 as a parastatal intended to assist government employees to 
afford to stay at high quality private hospitals and to relieve 
congestion in free of charge public facilities. Over the last 
twenty years, employed, self-employed, and non-employed persons 
earning over 1,000 Ksh per month or 12,000 Ksh per year have 
made mandatory contributions of 20 Ksh per month to the Fund. 
In 1984-85, total contributions to the Fund were estimated at 
Ksh 129.2 million. NHIF currently serves a membership of over 
900,000. Benefits include inpatient care up to a combined 
family maximum of 180 days per year in NHIF-approved hospitals, 
and apply to the contributor, his/her spouse and children. The 
Fund has been able to generate annual surpluses and receives no 
subsidy from the GOK. 

The reimbursement rate paid to facilities varies according to 
the class of hospital in which the patient receives cares. 
There are currently six rates, ranging from 150 Ksh/day to 40 
Ksh/stay (applicable only in government hospitals). In 1983-84 
only four percent of Fund payments went to government 
hospitals. In part, this is because payments to these 
facilities are at a very low rate, but primarily because there 
.is little incentive for government hospitals to claim 
reimbursement from the Fund, because any revenue from NHIF goes 
directly to the General Treasury rather than the provider 



facility. As currently organized, the scheme encourages those 
covered to be admitted to a private hospital, where at this 
stage quality of services is higher. 

The levels of contributions, benefits and reimbursement have 
changed little since the Fund's inception. Inflat'ion and 
increases in per capita income have effectively extended 
coverage to a larger segment of the employed population, while 
reimbursement levels have remained constant. In the case of 
urban private hospitals, NHIF reimbursements cover only a small 
portion of the total hospital invoice -- in some instances only 
taxes. However, for many rural, church-related hospitals the 
NHIF reimbursement covers all charges. 

B. Rationale for Choice 

In order to address some of the inadequacies within the Fund's 
operating structure (e.g., a regressive contribution scheme, 
inappropriate utilization incentives) and to update some of its 
features, the NHIF recently submitted an ambitious proposal for 
expansion and restructuring to Parliament. This proposal was 
revised after review by a USAID/World Bank/UNICEF team in April 
1989, as well as by the Ministries of Health and Finance. It 
was concluded that more time was needed to collect additional 
information and to study and prepare for proposed changes. 
Nevertheless, it was determined that the NHIF could and should 
undertake some reforms now, develop longer term plans for its 
goals and objectives, and play a major role in health care 
financing reforms in Kenya. 

The three key elements of the reform to be undertaken by NHIF 
are the development of a consensus on the medium- and long-term 
goals and objectives of the Fund, implementation of interim 
reforms contained in the Bill currently before Parliament, and 
strengthening of its administrative and operational capacity. 

Consensus needs to be reached about NHIF's goals and 
objectives, since there is debate over whether and how its 
influence should be used in the sector. The Fund currently 
provides its contributors with access to hospitalizations, 
particularly in private care facilities. In this way, it has 
contributed and will continue to contribute importantly to the 
financial sustainability of health sector programs by helping 
to finance the cost of hospital services delivered in both 
public and private sectors. 

Interim reforms to be made will include introducing a 
progressive fee structure, initiating employer contributions, 
and increasing reimbursement rates to bring them more into 



line with actual costs of delivering services. These changes 
will improve equity aspects of the Fund's operations and help 
to rationalize the utilization of services. 

In order to undertake these reforms and to develop a 
longer-term strategic plan, the NHIF will need to strengthen 
its management and administrative capacity. In particular, it 
will have to develop a cost and actuarial database so as to 
adjust premium levels and determine benefit packages. 

C. Assessment of Institutional Capability 

1. Mandate 

The NHIF was established under Section 4 of the National 
Hospital Insurance Act with the objective of supplementing 
government provision of free medical services in two ways: 

o Facilitating a cross-section of the people to have 
access to private hospital beds in order to reduce 
congestion in government hospitals. 

o Integrating indigenous races into private hospitals, 
some of which had been reserved for the exclusive use 
of colonials. 

In addition, the long term objective of establishing the 
NHIF was to create a national health insurance scheme, and 
thus pool together individual resources and risks of 
sickness in order to meet the costs of in-patient 
treatment. 

Plans are for the National Hospital Insurance Act to be 
amended by the Parliament in August/September 1989. The 
amendments would change: 

- NHIF to a State Corporation 
- rates of contribution and benefits 
- the type of investments NHIF will make, and 
- the Board of Trustees' approval process for future 
changes in contributions/benefits, and coverage of 
beneficiaries. 

2. Functional Organization 

For management purposes, the NHIF is functionally 
organized into four divisions as follows: 

- ~dministrative/Registration Divison. This division 
is responsible for processing registrations and 
issuing new cards, as well as for the personnel 
administration of the Fund. 



- - Accounts Division. This division is responsible 
for sale of the National Hospital Insurance revenue 
stamps, handling of claims from hospitals and 
individuals, payments with respect to Fund 
activities, and preparation of annual accounts. 

- - Inspectorate Division. This division is 
responsible for the inspection of employers to ensure 
accurate record keeping, and the inspection of 
facilities to ensure maintenance of quality. 

- - Data Processing Division. This division stores and 
retrieves data related to the issuing of cards and 
processing of benefit claims. 

3. Human Resources 

Because the NHIF has no personnel authorizations of its 
own, it has had to rely on successive Permanent 
Secretaries to assign officers to manage the Fund. The 
number of officers seconded to the Fund depends on the 
availability of spare personnel at the Ministry of 
Health. This arrangement has contributed to a chronic 
shortage and lack of continuity of trained and experienced 
officers at the Fund. In particular, the NHIF has no 
personnel with actuarial training or with data processing 
skills. These skills will have to be developed in order 
to support future NHIF activities. Along those lines, the 
technical assistance/training component of the Health Care 
Financing Program will provide short-term trai'ning for 
NHIF staff as well as technical assistance. 

4. Operational Track Record 

USAID/Nairobi has only recently begun a working 
relationship with the NHIF and contact has been largely 
limited to the Director and Deputy Director of the Fund, 
who have been helpful and cooperative. The NHIF has 
expressed a strong interest in playing a role in USAID's 
Health Care Financing Program. With the assistance 
provided by this program, its services and capabilities 
should improve. To date, NHIF has not received external 
donor assistance financing. 

D. Assessment of Capability to do Policy Analysis 

Although the NHIF has concluded that a restructuring of its 
organization is needed, it currently lacks the requisite skills 
to both develop and carry out a comprehensive strategic plan 
for its goals and activities. The initial reform plan proposed 
was too ambitious and was based on insufficient information 
regarding utilization patterns, costs, and potential 
contributors. It was revised and simplified based on the 



HCF team's recommendations. To develop a consistent strategy, 
the NHIF will have to analyze a variety of issues facing it 
including, among others: the potential of sharing automation 
services with the National Social Security Fund; the labor 
market effects of employer contributions; and the objectives 
and goals for NHIF and its role in the broader health sector. 

In order to accomplish these tasks, the NHIF will require some 
technical assistance and training to improve its policy 
analysis capability in these areas. 

Capability to Track and Account for Program Funds 

Although the NHIF has not had any experience to date in 
managing USAID or other donor financing, it would appear that 
its Accounts Division would be able to account for program 
funds to the extent required. In addition, an important 
component of this program will be to strengthen the NHIF's 
capacity to manage information, through the automation of 
services and data. 

F. Trainina and Technical Assistance Needs 

The implementation of reforms within the NHIF will require 
technical assistance and training throughout the restructuring 
process. Long term technical assistance will be needed from a 
health insurance specialist who can help the NHIF to define and 
implement a strategic plan. Short-term technical assistance 
from actuaries, economists and health insurance specialists 
will be required for carrying out specific studies and 
assignments in order to meet conditions precedent. These will 
include planning for and implementing the automation of NHIF 
activities, development of a mechanism to assess providers' 
costs and quality of services, and a report on administrative 
problems with NHIF services encountered by employers and 
providers and steps to correct them. In conjunction with 
actually performing these tasks, these experts will work with 
NHIF counterparts and thus help to build the organization's own 
capacity to perform analytical work. Additionally, formal 
short-term training will be provided for management-level staff 
of NHIF, through an external study tour and annual retreats to 
develop the Fund's objectives and implementation plan. 

111. Kenyatta National Hospital (KNH) 

Kenyatta National Hospital (KNH) is the tertiary referral 
hospital within the Kenyan health delivery system which also 
serves as a teaching hospital and research facility. In April 
1987, it became a State Corporation by Presidential Order. 



A Board of Directors of 11 members was established, with the 
Hospital Director as its secretary and the Chief Executive and 
is responsible for hospital administration and development. The 
objective in making KNH a state corporation is for the hospital 
to become more efficient in its operations and lessen its 
burden on the GOK budget. 

In 1987, KNH provided 483,466 days of care, admitted 60,707 
patients, and maintained 1,622 beds. It provides 16 clinical 
services, seven specialty programs, two diagnostic services, 
two ancillary services, and trains in 24 health specialties. 
Through the Ministry of Health, KNH employed 3,722 individuals 
in 1987, 55 percent of whom were technical. During the 1987/88 
year, gross operating expenses for KNH were approximately $13 
million. 

B. Rationale for choice 

KNH is chosen for support under this program to assist the GOK 
in realizing its objective of reducing the burden of the 
hospital on the budget. USAID has already assisted KNHts Board 
in identifying steps to take to become more effective and 
efficient. To implement those steps KNH management requires 
strengthening. In addition, KNH is ready to initiate cost 
sharing charges for in- and outpatient and specialized services 
to generate additional resources. The program will support KNH 
in these areas. 

Immediately after the hospital's establishment as a state 
corporation, the Board set out to identify measures that would 
improve management and efficiency of services. A USAID study, 
carried out under the auspices of the centrally-funded REACH 
project in 1988, examined the hospital's operations with the 
objective of providing the Board with practical recommendations 
to improve the effectiveness and efficiency of delivered 
services. Based on the study's results and recommendations, 
the Board adopted a Plan of Policy and Institutional Reform, 
which includes a set of priority actions for implementation. 
While some progress has been made, many critical steps remain 
to be taken. 

The two key elements of reform for KNH are the initiation of 
cost sharing and improvements in institutional capability. 
Cost sharing will raise additional revenues and provide 
consumers with indicators of the relative costs of services at 
KNH. Measures to ensure access to tertiary hospital services 
to all groups in the population will also be implemented. At 
the same time, cost-sharing reforms will be complemented by 
efforts to improve efficiency and effectiveness. These 
improvements will contain the costs of providing services, make 
more resources available, and reduce the financial burden to 
consumers, (e.g., by reducing average length of stay). 



Quality improvements, (e.g., availability of drugs, working 
operating theatres) will ease the acceptance of consumer 
sharing of costs. 

Institutional capability within the Hospital will have to be 
augmented in orde-r to carry out the necessary reforms. At the 
same time, improvements of staff capacity will help to ensure 
the long-run sustainability of successful hospital operations. 

C. Assessment of Capability 

1. Mandate 

A Presidential Order of April 1987 made Kenyatta National 
Hospital a State Corporation. A Board of Directors with 
11 members was established, with the Hospital Director as 
its secretary and Chief Executive. The Board is 
responsible for hospital administration and development. 
The hospital's functions are as follows: 

- Receive patients on referral from other hospitals 
or institutions for specialized health care. 

- Provide facilities for medical education for the 
University of Nairobi and for research either 
directly or through other cooperating health 
institutions. 

- Provide facilities for education and training in 
nursing and other health and allied professions. 

- Participate as a national referral hospital in 
national health planning and policy. 

2. Functional Organization 

The Board of Directors consists of three primary 
committees, as follows: 

- Financial Committee - formulates the hospital's 
financial policies and serves as the hospital's 
Tender Board. 

- Establishment Committee - formulates personnel 
policies and coordinates recruitment and staff 
development. 

- Maintenance and Development Committee - formulates 
and implements policies with respect to maintenance 
and development. 



3. Human Resources 

With the establishment of Kenyatta National Hospital as a 
state corporation in 1987, a personnel unit for the 
hospital was established and its functions diversified. 
All personnel records were transferred from the Ministry 
of Health headquarters as were all personnel functions. 
The staff payroll was separated from the Ministry as well, 
and full control and administration of salary payrolls by 
the hospital is maintained by the hospital. As of late 
1987, the total staff at KNH numbered approximately 
3,800. 

An important aspect of the proposed reforms for KNH is 
augmenting institutional capability. One of the first 
reforms called for is the filling of six senior management 
positions in Planning, Nursing, Clinical Services, 
Administrative Services, Finance and Personnel. 
Additionally, a staff position is needed to spearhead the 
reform process, reporbing to both the KNH Director and 
Board. 

While these are the most critical human resource needs at 
present, there are additional requirements for mid- and 
lower-level staff. These include management training 
needs for mid-level managers and training in the use of 
financial management, cost accounting and budgeting 
systems. Further, with the institution of cost-sharing, 
hospital personnel will need to be trained with respect to 
the collection and management of funds. Additionally, a 
targetted staffing assessment needs to be carried out, and 
a staffing plan developed for the future. 

4. Operational Track Record 

USAID/Kenya has enjoyed a satisfactory working 
relationship with KNH. The hospital's reforms reflected 
in its Plan of Policy and Institutional Reform are logical 
and well-defined, however, implementation has been slower 
than expected. In part, this has been the result of 
factors outside the control of KNH or MOH, including a 
lack of funding, MOH's somewhat slow handover of staff, 
and general uncertainty regarding the introduction of user 
charges. The reform plan has also been handicapped 
because KNH has devoted only limited personnel resources 
specifically to implementing the reform plan. The 
USAID/WB HCF Mission's recent review of the status of KNH 
reform implementation has contributed to renewed 
commitment in the MOH and KNH to quicken the pace of 
implementation. With the assistance to be provided by 
this program, the hospital's performance in carrying out 
the reforms, as well as its services and capabilities, 
should improve. 



D. Assessment of Capability to do Policy Analysis 

Because a large part of the reforms to be undertaken under 
KNHts new plan, it must analyze a variety of issues and 
establish policies in certain areas, including: operations and 
procedures reviews for specialized services (e.g. radiology, 
pharmacy); ensuring access to to all income groups; a 
feasibility study and business plan for doctorst practice; cost 
analysis of private wing services. In order to accomplish 
these tasks, KNH will require some technical assistance and 
training to improve its policy analysis capability. At the 
same time, KNH counterparts will be assigned to work with both 
external and local consultants on these issues in order to 
develop in-house capacity to carry out policy analysis. 

E. Capability to Track and Account for Program Funds 

Although KNH has not had any experience to date in managing 
USAID project funds, it would appear that its Finance 
Department would be able to account for program funds to the 
extent required. Additionally, an important component of this 
program will be to establish a financial management, cost 
accounting and budgeting system for the hospital, which should 
provide appropriate mechanisms to track program funds. 

F. Traininq and Technical Assistance Needs 

The implementation of reforms at KNH will require technical 
assistance and training throughout the reform process. 
Short-term technical assistance will be required from 
economists, management consultants, architects, financial 
specialists, and physicians to carry out specific studies and 
assignments in order to meet conditions precedent. These tasks 
will include defining a mid-level managers' development plan, 
conducting operations and procedures reviews for specialized 
services, designing and installing a cost accounting and 
financial management information system, and developing a 
business plan for doctors' practice. In conjunction with 
actually performing these tasks, these experts will work with 
KNH counterparts and thus help to build the organization's own 
capacity to perform analytical work. 

Additionally, short-term training will be provided to hospital 
staff at a variety of levels. Mid-level managers will receive 
management training through internships at hospitals outside of 
Kenya. Personnel will also receive training in the operations 
of the centralized admissions and fee collection procedures, as 
well as the broader budgeting, cost accounting and financial 
management information system. 



ANNEX B. 

IMPACT ANALY IS 

Introduction: 

With the introduction of the policy and structural reforms 
currently proposed and anticipated, one must look at several 
types of impacts. In the following sections, the financial 
impact on the health care delivery system is examined both in 
terms of potential revenue generation and effects of financing 
on quality of care. Secondly, the potential impact of these 
reforms on the population at large is reviewed. The issues 
that still remain to be analyzed and how their potential impact 
will be taken into account during the implementation of the 
reform program are also described. Finally, an overall summary 
of anticipated impact based on the information available is 
presented. 

I. Economic Resources Invested and Benefits to be 
Realized 

The ultimate goal of the KHCF Program is to improve health and 
to maximize the amount of health care services provided per 
shilling spent. As better health is attained, the benefits to 
be realized will include both productivity gains as well as 
pure utility gains from improved well-being. It is evident 
from the analysis which follows that the benefits of the 
program far outweigh the costs of implementing the reform 
agenda in the medium term. 

The World Bank/USAID Health Financing Mission (HFM), conducted 
in May 1989, was a focused rapid assessment of the economic and 
'financial impact of the GOK's proposed reforms. The HFM 
concluded that cost sharing through the introduction of user 
fees is a viable approach for the GOK to raise revenue and that 
the cost-sharing will have a positive economic impact on GOK 
health services. These conclusions are consistent with 
previous studies in Kenya and similar countries (see Annex I 
for details). 

Additional studies could be conducted to refine the expected 
impact. However, based on existing data, it is clear that 
user-fees will be a significant source of revenue for the MOH, 
and will serve to sustain existing investments and provide a 
foundation for future growth. The GOK is committed to 
launching cost-sharing initiatives in the health sector this 
year, preferrably with the assistance of donors. 



USAID will provide two sources of financing. First a total of 
$9.7 million will be provided in dollar disbursements (resource 
transers) in support of the outlined policy reform. The GOK 
will establish a Kenya shilling counterdeposit special account 
which will serve to meet the anticipated requirements 
associated with implementing the Program for the three 
institutions. In addition, USAID will provide $5.3 million in 
projectized support to technical assistance (short and 
long-term) training and limited commodity procurement. 

There will be susbstantial initial costs to the MOH 
implementing institutions for personnel training and set up of 
fee collection and administration. However, the recurrent 
costs of administering the cost sharing system are expected to 
be low. The 1988 World Bank study conducted by Charles Griffin 
analyzed user charges in developing countries (1). It 
concluded that for rural primary health programs, it is 
exceptional to find situations in which the costs of collecting 
fees are excessive. Griffin reports that in Pikine, Senegal 
the cost of collection of less than 10 percent of revenues. In 
Ronald Voge1;s report on cost recovery in four West African 
countries (2) (Senegal, Mali, Cote dlIvoire, and Ghana), 
collection costs were reported to be minimal, although the time 
spent by health workers in the collection of fees is often not 
accounted for. At the hospital level, Griffin states that 
revenues dwarf collection costs. He cites experience in Sudan 
where collection costs at hospitals were 5 percent or less of 
revenues. 

Numerous studies have been conducted in recent years to 
identify potential mechanisms for additional revenue generation 
in the health sector. Of primary importance are the proposed 
introduction of cost sharing (paying less than cost); improved 
efficiency through better budget allocation and utilization of 
services and cost containment; and expansion of the role of the 
NHIF in meeting health Sector goals. Potential for revenue 
generation has been assessed on the basis of the ability of the 
mechanism to increase the total amount of resources available 
to the sector as well as administrative and political 
feasibility. 

Estimates of the revenue generation potential of cost-sharing 
measures have been prepared and analyzed (including R. vogel 
(31, World Bank ( 4 ) ,  Dr. Abel-Smith (51, R. Ellis (6) shown in 
Table 9 Annex C). These form the basis for the calculations 
and assumptions which follow. Though the GOK has not yet 
officially published the fee schedule and timing of 
implementation, key principles for the implementation of user 
fees have been agreed upon (See Annex 1.2. World Bank/USAID 
Aide Memoire). 



Estimated revenue generations developed for this PAAD, using 
projected MOH utilization data and high and low 'fee schedules, 
are equivalent to 19.8 percent and 12.2 percent, respectively, 
of the 1988 total MOH recurrent budget. Schedules based on the 
HFM's recommendations yield fee generations equivalent to 12 
percent of the recurrent budget. Assumptions are made 
regarding the percent of persons unable to pay, the number of 
visits exempt from payment (e.g., children under 5, prenatal 
care), percentage of owed revenues likely to be collected by 
the MOH and willingness and ability to pay (e.g., price 
elasticity of demand for health services), especially with 
respect to the utilization of health services in the public 
sector. 

Table A in Attachment I shows that substantial additional 
resources may be expected to be produced by the implementation 
of cost sharing for outpatient services at MOH facilities. The 
low fee estimate corresponds to the HFM proposal. The 
estimated revenue from the outpatient fees using the HFM 
schedule would amount to 11 percent of the 1988 MOH recurrent 
budget. The higher fee estimate is expected to generate nearly 
19 percent of the recurrent budget. 

The low-fee revenue performance would be achieved by asking 
households with the mean level of income in Kenya to spend less 
than 1 percent of their total income. At low outpatient fees a 
minimum wage household could expect to spend 3.5 percent of 
income on outpatient health services, if it were not exempted 
from payment. The high fee outpatient schedule would require 
average spending of less than 2 percent of mean income and less 
than 7 percent of minimum-wage income. It is expected that 40 
percent of the population would be exempted from paying any 
fees because of limited ability to pay. 

Table B. shows that revenue generated by the proposed fees for 
inpatient and delivery services is expected to be small 
relative to the MOH recurrent budget. In this case the higher 
fee estimate corresponds to the HFM proposal. The revenue 
estimates amount to the equivalent of only 0.7 percent (low 
estimate) and 1.2 percent (high estimate) of the recurrent 
budget. 

Similarly, the burden that inpatient and delivery charges would 
put on household budgets is, on average, low (see Table C ) .  
For both mean-income and minimum-wage households, average 
annual expenditures would be less than one-half of one percent 
of income for either lower or higher fees. 



Hospitalization and, to a certain extent, delivery do not occur 
"on average", however. Thus, it is useful to examine the 
burden imposed on a household by paying inpatient and delivery 
fees in a single year. The third through sixth columns of 
Table C do this. The average Kenyan family of six experiences 
less than one hospitalization per year. Those that do have a 
five days or more of hospitalization in a sub-center or 
dispensary) to Kshs. 500 (high estimate of five days or more at 
KNH). Delivery costs could range from Kshs. 20 to 60, except 
where the household elects to bypass the referral system to go 
directly to a Provincial Hospital or KNH. 

For households with a mean income, the costs of 
hospitalizations and deliveries would not be a major burden. 
The share of household income needed to cover these costs never 
exceeds 1.5 percent. Such a household faced with a delivery 
and two hospitalizations, one at a Provincial Hospital and 
another at KNH, would pay a maximum of 2 percent of annual 
household income. 

For households with a single minimum wage earner, the burden of 
paying for delivery and hospitalizations would be greater, but 
probably within reason. Only for hospitalizations at KNH would 
the burden on annual income exceed 1.6 percent. Even this 
burden is largely mitigated by the likelihood that such 
households would be exempt from payment at KNH (only 30 percent 
are expected to pay the higher fees and 40 percent of the lower 
fees). To compare this to other developing countries, P. 
Gertler and J. Van der Goog (7) have shown that is reasonable 
to expect approximately 5% of income to be spent on medical 
care. 

One likely response to the introduction/expansion of cost 
sharing in the public sector will be increased demand for care 
delivered in the private sector. While this may mean less 
revenue generated for the public sector, this is likely to be 
offset by a reduction in the number of patients served. To a 
large extent, however, the demand response to various 
cost-sharing measures will not be known until tried. On the 
basis of analyses done to date, it is reasonable to assume that 
at least 10 percent of the recurrent budget of the MOH can be 
recovered through a combination of cost-sharing measures by 
completion of this Program when the system is fully implemented 
nationwide. A phased approach to the introduction of cost 
sharing will be implemented. Therefore, these higher levels of 
generated income would not be expected until the final year of 
the proposed Program when the system has been implemented 
nationwide to all MOH facility levels (See Annex 1.3. World 
Bank/USAID HFM Aide Memoire). 



A study financed by the Swedish International Development 
Agency (SIDA) suggested considerable potential for revenue 
generation through a restructured and expanded NHIF. However, 
the analysis performed by the HFM concluded that at this stage 
NHIF is not administratively ready to handle an expansion of 
contributors, and that further analysis is needed to determine 
its ability to provide additional revenue to the MOH for 
service provision. Information about the proportion of NHIF 
contributors who use MOH hospZtals is not available, but is 
estimated to be low. Thus, reliance on NHIF as a significant 
source of revenues for the MOH on a reimbursement for services 
basis in the short-term would be risky. 

However, as cost sharing especially for inpatient care, is 
initiated, both private and public risk-sharing mechanisms like 
NHIF will become more important. In addition, a modified role 
for NHIF in financing health care beyond hospitalization 
reimbursement and in financing the private sector will be 
addressed under this Program. Further analysis of the NHIF as 
a potential source of increased resource mobilization is 
planned. 

Not only will the introduction of cost sharing in MOH 
facilities eventually generate significant new financial 
resources, but institutional resources will also be increased 
through training and organizational development. The Program 
will assist the three beneficiary institutions to enhance their 
organizational, operating and strategic capacities and their 
personnel's skills and experience. In addition, by involving 
local consultants, particularly from the academic community, in 
the provision of technical assistance during the Program, 
another reservoir of skills will be accumulated. 

Improved efficiency in the health system will allow more health 
to be produced using given limited resources. Efficiency 
improvements are expected from improved coordination of all 
resources of health resources, reallocations within the MOH 
budget, more appropriate use of MOH facilities by consumers, 
and better use of resources through decentralized control. The 
Program will assist in strengthening the coordination of the 
use of health-sector resources from public, parastatal, 
.private, community and external resources. Resource 
reallocations within the MOH budget from non-primary curative 
to primary and preventive services and from personnel to 
non-wage recurrent co.sts will bring these items into balance 
and allow more and better services to be provided. The 
cost-sharing fees will be structured and referral procedures 
strengthened to discourage use of high-cost hospitals when 
lower-level facilities are more appropriate. Cost-sharing 



revenues are to be retained and used following guidelines by 
the earning facilities and their districts. This 
decentralization of allocation decisions is expected to result 
in efficient uses of the funds generated. 

Substantial additional resources for the MOH system can be 
expected to be generated by the fees proposed by the HFM. This 
can be achieved by imposing a reasonable burden on mean income 
households and by exempting lower-income households, such as 
those with a single minimum-wage earner. The additional 
resources expected to be produced by outpatient and delivery 
fees are smaller. The burden of such fees on household income 
are small on average. Even when a mean-income household is 
faced with two relatively expensive hospitalization and a 
delivery in the same year, the burden would be reasonable. For 
the minimum-wage households, only the burden of hospitalization 
at KNH would be heavy. It is likely that such households would 
be exempt from payment. 

All of these results of the KHCF Program will contribute to the 
overall improvement of health status. For example, additional 
financial resources can be used to build new facilities to 
reach underserved populations or to improve supplies and 
maintenance for existing facilities. Enhanced human resources 
will provide better care to patients and improve the overall 
operations of the sector. Reallocating resources toward more 
cost-effective services will utilize limited resources in the 
most efficient way, and will also promote primary and 
preventive services, of which important consumers are women and 
children. A shift in resources toward non-wage recurrent costs 
will provide needed supplies, especially drugs, a lack of which 
currently is a major constraint within the health sector. 

It is also clear that the efficiency improvements expected from 
better coordination, decentralized control of resources, 
improved organizational capacity, and a more national budget 
allocation system will increase the cost-effectiveness of 
health sector resource utilization in Kenya. In conclusion, in 
terms of revenues generated and improved efficiency, the 
anticipated Program benefits are greater than the costs. 

11. Social Analysis: Kenya Health Care Financing Program 

A. Introduction 

A principal objective of the Kenya Health Care Financing 
Program is to support the Government of Kenya in 
introducing user fees within the public health system as 
one means of placing the public health system on a sound 
financial footing. From a social perspective the 
following questions arise: 



-- What are the main socio-economic factors influencing 
the utilization of health services? 

-- Would people be willing to pay for government health 
services? 

-- What proportion of people would be able to pay fees 
for treatment? 

-- How is the introduction of user fees in public health 
facilities likely to influence patterns of use as regards 
government and non-government health services generally? 

-- What can be done about those who are too poor to pay 
any additional user fees? 

This report provides preliminary answers to these 
questions, drawing primarily upon the results of two 
studies: the Nairobi Area Survey (NAS), a facility-based 
study which assessed patterns of health-seeking behavior 
in the Nairobi urban area, and the Meru Area Survey 
(MAS), a community-based study which assessed patterns of 
health-seeking behavior in rural areas of Meru District. 
On the basis of the Meru Area Survey, Section I1 
summarizes findings with respect to rural areas. On the 
basis of the Nairobi Area Survey, Section I11 summarizes 
findings with respect to urban areas. A final section 
presents conclusions and recommendations. 

B. Health-Seeking Behavior in Rural Areas 

There are no national-level studies assessing patterns of 
health-seeking behavior in rural Kenya. To provide a 
minimal basis for judging the likely impact of user fees 
in rural areas, A.I.D. and UNICEF collaborated in 
sponsoring a rapid, small scale household survey in rural 
areas of Meru District (Kirigia et al. 19891, where 
people have a choice between government facilities (zero 
or minimal fees) and private or church sponsored 
facilities, where fees are charged. Four communities 
were studied, two of them in the relatively wealthy 
maize-coffee zone in upper Meru District, and two of them 
in the relatively poor sorghum zone in lower Meru 
District. Although the results cannot be generalized for 
rural areas in the nation as a whole, they shed useful 
light on a broad range of relevant issues. Key findings 
are summarized below. 



1. Income Level and Health Care Choices in Meru 

Most people, including many of the very poor, are 
already using fee-for-service facilities in rural 
areas. Table 1 shows how choice of facility varies 
with level of income. Most rural households derive 
their income from several sources, including formal 
employment, casual labor, remittances, sales of 
commercial crops, informal marketing of agricultural 
produce, handicrafts, livestock, and animal 
products. The income figures below represent a 
composite of all these. 

Table 1. Income Distribution and Facility Choice in Meru Area 

Income Quartile 
1 2 3 4 

................................................................ 
Monthly Income (KSH) 
Range : 0-150 160-455 480-1167 1170-12950 
Average: 86 289 771 3064 ................................................................ 

Facility Choices Total 

Govt Hospital 
Number : 2 7 1 3 13 
Percent: 15% 5 4 % 8% 23% 100% 

Govt Clinic 
Number : 19 18 7 5 49 
Percent: 39% 37% 14% 10% 100% 

Private Clinic 
Number : 8 5 16 5 34 
Percent: 24% 15% 47% 15% 100% 

Mission Hospital 
Number : 7 6 9 5 27 
Percent: 26% 22% 33% 19% 100% 

Mission Clinic 
Number : 14 11 20 2 1 66 
Percent: 21% 17% 30% 3 2% 10 0% 

Self Care 
Number : 5 6 6 10 27 
Percent: 19% 22% 22% 37% 100% 

Total 
Number : 55 53 59 49 216 
Percent : 25% 2 5% 27% 23% 10 0% ................................................................ ................................................................ 



Fully 53% of the people in the lowest income quartile 
chose some type of fee-for-service facility in 
seeking treatment for their most recent illness 
episode, as against 63% of the people in the highest 
income quartile. On average, people spend about 19% 
of their income on health care (including 
transportation to the health facility, services, 
drugs, and other incidental costs). Paying for care 
is not new, and even low income earners pay for 
care. To understand why so many people, even very 
poor people, prefer paying facilities, we need to 
consider how people perceive the quality of 
alternative health care facilities. 

2. Quality and Facility Choice in Meru 

Most people have a very poor opinion of government 
facilities, and a very good opinion of 
church-sponsored facilities. This is illustrated in 
Table 2. 

................................................................ ................................................................ 
Table 2. Perceived Quality of Health Services in Meru 

Rating Government Hospitals Mission Hospitals 

Poor 5 3% 4% 
Fair 19% 8 % 
Good 2 5% 64% 
Excellent 4 % 2 5% ................................................................ ................................................................ 

Over one-half of all households rated government 
services as "poorw; by contrast, 89% of all 
households rated mission facilities as "goodw or 
"excellent". Reasons for disliking free facilities 
include lax and discourteous staff, dirty 
surroundings, long waiting time, favoritism and 
corruption, sharing of inpatient beds, irregular and 
poorly prepared food, and thorough-going lack of 
drugs. Mission facilities on the other hand are 
considered to provide courteous, friendly, and fast 
service, clean and ample facilities, extremely 
reliable drug supplies, good meals for in-patients, 
many doctors with specialized skills, and thorough 
diagnosis. People clearly perceive that free 
facilities are no bargain when the care provided is 
poor, and are willing to pay to get reliable health 
care. Given this strong preference for high-quality, 
paying facilities, what factors cause people to 
choose low-quality, free facilities? This question 
is taken up below. 



3. Who Chooses Poor-Quality but Low-Cost Facilities? 

The decision to choose a non-paying facility can--in 
theory--be influenced by a broad range of 
socio-economic considerations. We used a 
multivariate discrete choice model to assess the 
joint influence on this decision of the following 
socio-economic factors: income, primary education, 
secondary education, marital status, household size, 
gender, age, facility fees, facility quality, travel 
cost, travel time, waiting time, and distance. Of 
these, only income and travel time had a significant 
influence on facility choice. Higher income makes 
people much more likely to choose fee-for-service 
facilities, but as the time required to get there 
increases, the likelihood grows that people will 
choose nearer facilities even if the quality is 
poor. Gender, age, marital status, and level of 
education seem to have little if any independent 
influence on health care facility choice in rural 
areas. Since income figures so importantly in health 
care decision-making, we need to take a closer look 
at the effect user fees (in effect, a reduction in 
income) might have on health care choices. 

4. The Impact of User Fees on Rural Utilization 
Patterns 

In the analysis above, we examined the factors 
influencing the choice of paying or non-paying 
facilities. In reality, people have at least one 
additional choice when they are ill, and that is to 
care for themselves. The self-care option clearly 
needs to be taken into account as the cost of health 
care rises. Accordingly, we considered the influence 
that user fees would have on each of three choices: 
the self-care choice, the non-paying choice, and the 
fee-for-service choice. To do this, we estimated 
multivariate discrete choice models incorporating 
(alternatively) no increase in user fees at 
government facilities, a 20 shilling increase in user 
fees at government facilities, and a 50 shilling 
increase in user fees at government facilities. The 
results are presented in Table 3. 

A government facility user fee of 20  shillings would 
lead to a very small decline in use of government 
facilities, but would lead to a substantial shift of 
patients from self-care to paying facilities. This 



................................................................ ................................................................ 
Table 3. Simulation of Effects of User Fees on Health Care 

Utilization Patterns in Meru 

When User Fees = 0 Shillings: 

(a) Probability of Choosing a Government Facility = 0.252 
(b) Probability of Choosing a Mission Facility = 0.572 
(c) Probability of Choosing Self-care = 0.176 m 

When User Fees = 20 Shillings: 

(a) Probability of Choosing a Government Facility = 0.251 
(b) Probability of Choosing a Mission Facility = 0.676 
(c) Probability of Choosing Self-care = 0.073 

1.000 
When User Fees = 50 Shillings: 

(a) Probability of Choosing a Government Facility = 0.188 
(b) Probability of Choosing a Mission Facility = 0.752 
(c) probability of choosing Self -Care 

reflects the fact that patients who would previously 
have gone to government facilities for a consultation 
and prescription and then to a pharmacy for medicines 
would--if the cost of the government prescription 
increased--go directly to a paying facility. (Note: 
Payment for drugs [treatment] at a pharmacy was 
counted as self-care, even if a diagnosis took place 
first at a government facility. The explanation 
given is that a consultation [low cash cost] plus 
purchase of a drug at a pharmacy is currently lower 
that the total charge including drugs at a paying 
facility. As a fee is introduced at the government 
facility the total price for consultation plus drug 
now changes). A government facility user fee of 50 
shillings would reduce utilization of government 
facilities by six percentage points and increase 
utilization of NGO facilities by 18 percentage 
points. Obviously, when people must pay for health 
care they will choose better quality service. Hence 
it seems likely that user fees in government 
facilities will lead to an important redistribution 
of patients within the rural health care system as 
people avoid the low-quality (but suddenly more 
expensive) government facilities. 



C. Health-Seeking Behavior in Urban Areas 

The Nairobi Area Survey is a major facility-based study 
sponsored by A.I.D. in cooperation with other donors. It 
was designed to assess health-seeking behavior in Nairobi 
and contiguous areas. The results cannot be generalized 
to other urban and quasi-urban places in the nation as a 
whole, but nevertheless provide valuable insights on 
health care decision making in Kenya's largest urban 
center. Key findings are presented below. 

1. Income Level and Health Care Choices in Nairobi 

Government facilities are far more popular in Nairobi 
than they are in rural areas. Table 4 shows how 
choice of facility varies with level of income in the 
Nairobi urban area. It is worth noting that average 
income in the lowest urban quartile is roughly equal 
to average income in the lowest rural quartile (the 
income-measuring methodologies used in the two 
studies are more-or-less comparable). The prevalence 
of substantial poverty in urban areas calls into 
question the notion that it might be appropriate to 
impose user fees in urban areas to the exclusion of 
rural areas, and suggests as well that higher fees in 
urban areas would result in substantial inequities. 

About 19% of the people in the lowest income quartile 
chose some type of fee-for-service facility in 
seeking treatment for their current illness episode, 
as against 27% of the people in the highest income 
quartile. The magnitude of the spread in 
utilization patterns across income quartiles is 
similar to what was observed in rural areas of Meru 
District, although many more people choose government 
facilities in the Nairobi urban area. Since incomes 
are--on average--higher in Nairobi, and government 
facilities are used more often, people spend far less 
of theirsincome on health care--an average of about 
I%, against 19% in Meru. To understand this general 
preference for government facilities we need to 
consider how urban people perceive the relative 
quality of the health services available to them. 

2. Quality and Facility Choice in Nairobi 

People have a far higher opinion of government 
facilities in Nairobi than in rural places, as 
illustrated in Table 5. 



................................................................ ................................................................ 
Table 4. Income Distribution and Facility Choice in Nairobi 

Income Quart ile 
1 2 3 4 ................................................................ 

Monthly Income (KSH) 
Range : 0-450 480-1304 1310-2300 2305-23776 
Average : 83 904 1777 5386 ................................................................ 

Facility Choices Total 

Govt Facility 
Number : 249 246 221 226 942 
Percent: 2 6% 26% 23% 2 4% 100% 

Priv Facility 
Number : 12 3 1 35 19 97 
Percent: 12% 32% 3 6% 2 0% 100% 

NGO Facility 
Number : 47 34 57 64 202 
Percent: 2 3% 17% 28% 32% 100% 

Total 
Number : 308 311 31 3 309 1241 
Percent: 2 5% 25% 2 5% 2 5% 100% ................................................................ ................................................................ 

................................................................ ................................................................ 
Table 5. Perceived Quality of Health Services in Nairobi 

Rating Govt Facilities Private Facilities NGO Facilities 

poor 4 % 12% 6 % 
Fair 27% 36% 17% 
Good 69% 5 2% 77% ................................................................ ................................................................ 

Of the 1100 people who expressed a judgment about the 
quality of services in alternative facilities, fully 
96% rated government facilities as "fair" or "good"; 
NGO facilities scored about the same (94%). Private 
medical facilities actually scored lower than 
government facilities, although not dramatically so 
(88% "fair" or "good"). Indeed, when people were 
asked to identify specific problems with various 
facilities, their responses 



revealed no significant differences among these three 
facility types. This close alignment in perceptions 
of quality undoubtedly reflects the relatively high 
quality of urban government facilities, especially 
when compared to government facilities in rural 
places. Since low-cost government facilities in 
Nairobi seem generally acceptable to a broad range of 
people, including the wealthiest, it may be 
worthwhile to explore the factors which cause people 
to choose high-cost health care facilities. 

3. Who Chooses High-Cost Health Care in Nairobi? 

A multivariate discrete choice model was employed to 
assess the relative strength of various 
socio-economic factors influencing the decision to 
choose particular health care facilities in Nairobi. 
Factors considered include the following: gender, 
age, education, household size, marital status, men's 
wage income, women's wage income, income from other 
sources, cost of service, and travel time. The 
results suggest that the people who choose paying 
facilities instead of government facilities are young 
and well-educated, and that, whether men or women, 
they have relatively substantial wage-paying jobs. 
Those who choose government facilities, whether men 
or women, tend to be older and less educated, and 
derive more of their income from non-wage sources, 
including informal sector activities, transfers from 
rural areas, and the like. As in rural Meru, gender 
seems to have no independent effect on health care 
decision making. Since a very large proportion of 
people use government health services in Nairobi, and 
since their income is often uncertain and relatively 
low, we need to take a close look at how user fees in 
government facilities might influence health care 
choices. 

4. Impact of User Fees on Utilization Patterns in 
Nairobi 

Because the Nairobi Area Survey is a facility-based 
study, it does not provide information about the 
relative frequency with which urban dwellers choose 
self-care in preference to trained medical 
assistance. This undermines the logic of simulated 
increases in user fees, since the self-care 
alternative cannot be included as a choice. 
Nevertheless some attempt to assess changes in 
utilization patterns accompanying the imposition of 
user fees is desirable. Table 6 presents 
illustrative information on costs and income across 
facility types by gender and marital status. 



Table 6. Socio-Economic Variation and Health Care Decision- 
Making in Nairobi 

Men Women 

Number ~ttending 
Govt Facility: 
NGO Facility: 

Percent Attending 
Govt Facility: 
NGO Facility: 

Cost/Visit (KSHI* 
Govt Facility: 
NGO Facility: 

Income/Month (KSH) 
Govt Facility: 
NGO Facility: 

Married Single Married Single Total 

* Includes the direct cost of transportation as well as (for 
wage-earners) the income not earned while travelling. ---------------------------------------------------------------- ---------------------------------------------------------------- 

The key figures here are those comparing average cost 
per visit in government facilities with average cost 
per visit in NGO facilities. The difference between 
these average fees is greatest among men, and far 
less among women. Among single women, a 20  shilling 
user fee at public facilities would make the cost of 
care at these facilities roughly equivalent to the 
cost at NGO facilities. Among married women, a 50 
shilling user fee increase would generate a similar 
equivalency in cost between public and NGO 
facilities. Among men (either married or single), 
even a 50 shilling user fee would leave them paying 
less at public facilities than at NGO facilities. 
Given this structure of utilization and expenditure, 
we can speculate that moderate user fees would 
provide an incentive for many women to shift to NGO 
facilities, where the costs would be equivalent and 
the service somewhat better. Probably fewer men 
would make the same shift. Although the direction of 
this change in utilization patterns is relatively 
certain, it is impossible to estimate magnitudes. 
However, public facilities in Nairobi are perceived 
relatively favorably--compared to public facilities 
in rural places--so the fee-induced switch from 
public to NGO facilities in urban areas would likely 
be of less consequence than what can be expected in 
rural areas. 



Conclusions and Recommendations 

The findings of this analysis are applicable to Nairobi 
and environs with respect to urban areas, and to Meru 
District with respect to rural areas. However, Nairobi is 
the most important urban area in Kenya, and the rural 
areas of Meru District are characteristic of high- and 
medium-potential zones in Kenya, where most rural people 
live and cultivate. Hence these findings are unlikely to 
be grossly misleading. At the same time, we have not 
analyzed health care decision-making in pastoral areas, 
nor in the relatively poor districts found in Coast 
Province and Eastern Province, nor in the relatively 
wealthy districts found in Rift Valley and parts of 
Western Province. The findings reported here should be 
interpreted with caution. 

o The demand for medical care is not influenced very 
strongly by moderate increases in service fees. 
Moderate increases in user fees at government 
facilities are therefore feasible, especially in 
rural places where people have access to high quality 
fee-for-service health care alternatives. However, 
there is evidence that lower income groups in both 
rural and urban areas may be more responsive to fee 
changes than the population as a whole. Hence the 
very lowest income groups, especially in urban areas, 
could suffer a reduction in access to health care 
when fees are imposed. 

o As the Program proposes, user fees will be 
implemented, but with provision for forgiveness based 
on a individual-specific means test. Since there are 
extreme variations in ability to pay even within 
small communities, it would not make much sense to 
categorically exclude some or all rural dwellers. 
Neither would it be sensible to categorically include 
all urban dwellers, since many of them are poorer and 
more dependent on government facilities than the 
rural population. Therefore, as a priority, a review 
of the current fee waiver system will take place and 
a modified system implemented as cost sharing is 
introduced. Access to health care will be monitored 
to assure service to the poor. 

o In the rural areas, the means test might be 
administered by local sub-chiefs, who know the people 
living in their areas far better than government 
health personnel. To avoid subjective 



interpretations, the means test should be based on 
easily verifiable empirical indicators closely 
related to income streams: does the person (or 
spouse) have a wage job? Does the person (or spouse) 
own dairy cattle? Does the person (or spouse) have 
more than one-half hectare planted to tea, coffee, 
cotton, pyrethrum, tobacco, vegetables? Under some 
circumstances, married women with responsibilities 
for child care may benefit little from money 
controlled by husbands; this will ordinarily be known 
by sub-chiefs, community development workers, and 
leaders of women's groups at the local level, and can 
be specifically incorporated into the means test. 

o If fees are imposed at government facilities but 
quality stays the same, there will be a substantial 
shift of rural clientele away from low-quality public 
health services towards higher-quality 
church-sponsored facilities. The shift will be less 
significant in urban areas, where the difference in 
quality between government and non-government 
facilities is less profound. 

o The GOK plans to upgrade quality in rural government 
facilities before or concurrently with the 
introduction of cost sharing to avoid placing an 
unbearable burden of service on the non-government 
health sector. As a start, a proportion of the 
increased revenue from user fees will be allocated to 
the facilities where they are collected, which would 
simultaneously improve quality and provide staff 
incentives for better performance. 

o Travel time is a significant consideration in rural 
people's health care choices, sometimes outweighing 
the effects of either cost or quality. Rural people 
will choose nearby, costly facilities over distant 
free facilities, and they will choose nearby, 
low-quality facilities over those that are of higher 
quality but more distant. 

o As one key analysis planned, the GOK will review the 
role of all health providers within the health care 
delivery system as well as its own investment 
strategy for further development of health 
facilities. One result may be that some proportion 
of the increased revenue from user fees could be used 
to expand coverage of the health care system, 
probably by providing incentives for an expansion of 
the private health sector into rural areas. 



o Gender has no independent influence on health care 
decision-making in either urban or rural areas. Age 
and education make a difference in urban areas, where 
older and less educated people tend to choose 
government facilities independently of income level. 
Higher income, especially wage income, influences 
people to choose fee-for-service facilities in both 
rural and urban places. 

o Health care financing reform can be undertaken 
without anticipating grossly inequitable impacts on 
women in rural or urban areas. The GOK must make a 
special effort to accommodate the needs of the 
elderly, especially in urban areas. Fee forgiveness 
for the elderly could be implemented with little 
difficulty and may become part of the waiver system. 
For the general population, some type of income-based 
means test should be devised to avoid imposing 
impossible burdens on poor people. 

111. Additional Studies/Research Required 

As noted in the monitoring and evaluation plan (Section 1II.G) 
continued analysis and policy dialogue will be maintained as an 
integral part of this Program. Several key areas of continued 
impact analysis with assumptions and utility are noted below. 
All of this research will provide information on the economic 
impact of reforms carried out by or considered within this 
Program, and will provide the basis upon which to make 
improvements, and to evaluate the ability of the Program to 
meet its goals. 

A. waiver Systems 

There exists significant concern as to the effect of cost 
sharing on the low income segment of the population. The 
institution of fees at all levels of facilities will 
impose a cost on all, and it is possible that that cost 
will be insurmountable for some. However, steps will be 
taken to minimize the effects on them. The waiver system 
currently in place will be strengthened and monitored on 
an ongoing basis to protect those unable to pay. 
Moreover, a system of referrals from lower to higher level 
facilities will enable patients to receive the appropriate 
level of care without having to incur additional costs. 

B. Health Strategy/Monitoring 

The major piece of analysis to be done during the Program 
is a study of the role of all of the actors within the 



health sector as part of the design of a comprehensive 
health financing strategy. As initial reforms are begun 
within the sector, particularly the institution of 
cost-sharing measures, they will have an impact on the 
relationships among the various entities, including the 
public sector, parastatals, the private sector, the 
community, and foreign donors. These relationships will 
require re-examination in the context of the changing 
environment. The analysis will consider lack of the 
actors' abilities to provide different types of services 
and to finance their investment and operating costs, and 
establish criteria for subsidizing particular types of 
services (preventive, promotive, chronic illness) as well 
as certain groups and geographic areas. From this 
analysis, an agenda for additional health financing 
reforms will be developed. 

In addition to this comprehensive study, several pieces of 
research will be carried out during the course of the KHCF 
Program. A series of studies will be undertaken to 
measure the sector's ability to ensure access to all 
segments of the population. This will consist of a 
baseline study at the outset of the Program, and annual 
follow-up studies to determine whether access to health 
services has changed. Where measures designed to ensure 
access are not working as intended, recommendations will 
be made for modification. In a similar vein, a 
cost-sharing monitoring system will be established to ' 

track changes in utilization of service and the types of 
consumers using health facilities. Both of these measures 
will seek to understand the impact of the reforms on the 
population. 

C. Financial Impact 

Three sets of studies will also be conducted to determine 
the fiscal impact of the financing reforms. One set of 
analyses will examine the allocation of resources by the 
GOK (e.g., among primary and preventive versus curative 
services, or amount personnel and non-wage operating 
costs). Another set will analyze the expenditure of 
cost-sharing revenues by earning facilities and District 
and Provincial Health Management Teams. A third set will 
evaluate the performance of the cost-sharing system, make 
new projections for the amount of revenues to be 
generated, and recommended adjustment fees as necessary. 
In addition to their use in determining the fiscal effects 
of the reforms during the life of the program, it is 
intended that these analyses become institutionalized as 
analytical tools for the MOH. 



D. National Hospital Insurance Fund 

Under this program, changes are proposed in the NHIF 
contributions and benefits scheme. Contributions, above 
the minimum of 30 shillings ($1.50) per month, will be two 
percent of income to a maximum of 380 shillings ($19). 
This represents an increase of between 50 and 1900% of the 
original contribution of a flat fee of Kshs. 20 per 
month. As the minimum salary for mandatory contribution 
to the scheme is Kshs. 1000/month, individuals earning 
between Kshs. 1000 and Kshs. 1499 per month will pay more 
than 2% to a maximum of 3% of income per month. However, 
as benefits are standardized and unrelated to 
contributions clients at these levels are more heavily 
subsidized by NHIF when they access care (benefits are 
more often greater than contributions, particularly given 
proposed new benefit levels). Therefore, the fee 
structure is not necessarily regressive. 

An employer contribution is also approved of an amount 
equivalent to 10% of the amount contributed by the 
employee. This amount is set at a nominal level as the 
impact of this mandatory contribution on employment has 
not been determined. Under the Program, potential impact 
of higher levels of employer contributions will be 
assessed. 

Currently, very little reimbursement is made to the public 
sector. Under the Program, MOH institutions will be 
provided incentive to seek reimbursement; however, within 
the income profile, the NHIF status of clients utilizing 
MOH facilities is not known. Therefore, the potential 
impact of this measure on the financial status of NHIF 
and/or the MOH cannot be assessed. The Program will 
include a means for monitoring the level of NHIF benefits 
provided to each type of provider and will be able to, 
assess changes in groups provided benefits over the period 
of the Program. 

Proposed increases in benefits paid by NHIF are 
substantial, in many cases representing doubling of the 
current schedule. As the proposed schedule is not 
directly linked to costs, increased benefits could be 
inflationary, particularly where NHIF represents a large 
portion of an institution's financing. As a part of the 
Program, a study will be conducted to develop a mechanism 
for assessing cost and quality of service provision in 
order that benefits can be more directly linked and, 
therefore, exert fewer inflationary pressures on the 
system. 



In addition, in order to move to a more comprehensive NHIF 
strategy two further analyses will be undertaken. One 
will address the benefit options to be offered and the 
premiums associated with each, and assess the current 
potentially insurable populations. A second will analyze 
the effects of mandatory employer insurance contributions 
on labor markets. 

E. Improved Efficiency in Utilization 

The Program will impact efficiency in utilization in at 
least two ways. First, more appropriate use of the 
referral system is expected as proposed fees associated 
with initially accessing any given institution rise 
significantly with the level of the institution. 
Unfortunately, to date the referral system and its use 
have not been analyzed. Therefore, no quantitative 
estimates of revenue to be saved by appropriate use can be 
developed. Prior to implementation of the Program, 
however, review and improvement of the referral system 
will be undertaken. Baseline data will be collected and 
the effects of cost-sharing on appropriate utilization 
monitored. Potential savings will be calculated and 
attainment assessed at the mid program and final 
evaluations, respectively. 

Second, more efficient resource utilization will result 
from implementation of a cost-accounting system at KNH 
which will assist managers in monitoring and standardizing 
resources provided for treatment of patients. Again, 
quantitative measures of the impact of this element are 
difficult in the absence of a cost-accounting system. 
However, in the final two years of the Program and beyond, 
information to evaluate changes in resource utilization 
will be available through the new system. 

F. Kenyatta National ~ospital 

In addition to the impact of KNH reforms as it applies to 
the general reforms related to the MOH system, feasibility 
studies and cost analyses will be done for private wing 
services as well as for the doctors' practice plan. These 
studies will examine the ability of these services to 
generate income and to be self-sustainable. Further, 
methods will be developed for procedures reviews and 
applied in six key departments providing specialized 
services. 



G. Private Sector 

IV. 

47% of health sector recurrent costs are incurred in the 
private sector. Roughly half of this expenditure 
represents payment of drugs to retain pharmacies and 
dispensing physicians. The remainder covers payments for 
service to individuals physicians and institutions in the 
private for profit and not-for-profit sectors. 

33% of hospital bed and 18% of clinic facilities are 
managed by church-related or the for-profit private 
sector. These institutions charge fees for service which 
cover or exceed their net operating costs. 

Evidence from a demand study recently conducted in Meru 
District suggests that a major impact from the proposed 
changes in the short-run will be that clients will move 
from the public sector for the private sector as the price 
of public sector care moves closer than that of the 
private care. In particular, an increased demand for 
services from clients in those income groups which are 
often waived from fees at mission institutions may be 
place and added burden on private sector care. As quality 
is increased in the public services, however, many of 
these clients with less ability to pay are expected to 
return to the lower private MOH facilities. A detailed 
review of the private health sector is proposed under the 
program in order to further assess the impacts of reforms. 

OVERALL IMPACT 

The Program is designed to result in improved health status and 
reduced fertility for the Kenyan population in the medium and 
long term (4-15 years). Improved financial sustainability of 
the system and substantially increased funding for preventive 
and promotive programs will impact overall health status and 
access to family planning. The MOH absorptive capacity for 
utilizing donor financing will be increased through more 
efficient operations and increased management capability, 
making donor financing more effective in reaching demographic 
and health targets. Quantification of this impact will be 
measured through periodic demographic and health surveys over 
the long-term. 

In addition, reallocation of the health budget will be a step 
in overall MOH budget rationalization. As this is a long-term 
goal, this will be measured through economic analyses as Kenya 



continues in the GOK budget rationalization program. 
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P o v e r  t v  I n d e x  

B r i a n  ~ b e l - s m i t h 1  r e jec t s  t h e  f e a s i b i l i t y  o f  u s e r  
p a y m e n t s  f o r  h e a l t h  s e r v i c e s  i n  Kenya b e c a u s e  o f  t h e  d i f f i c u l t y  
h e  sees i n  e x e m p t i n g  t h e  p o o r  f r o m  p a y m e n t .  A b e l - S m i t h  
s u g g e s t s  t h a t  a s s e s s m e n t  of  w h i c h  h o u s e h o l d s  a r e  p o o r  i s  
e x t r e m e l y  c o m p l e x  i n  Kenya ,  p a r t i c u l a r l y  i n  r u r a l  a r e a s .  
F u r t h e r ,  h e  c i t e s  t h e  C e n t r a l  B u r e a u  of S t a t i s t i c s  ( c B S )  a n d  
U N I C E F ~  a s  s o u r c e s  when d e s c r i b i n g  t h e  e x t e n t  of  p o v e r t y  i n  
Kenya .  

T h e  r e a s o n s  g i v e n  by A b e l - S m i t h  f o r  t h e  d i f f i c u l t y  o f  
a s s e s s i n g  p o v e r t y  a s s u m e  t h a t  m e t h o d s  u s e d  i n  d e v e l o p e d  
c o u n t r i e s  ( e . g . ,  c a l c u l a t i o n s  o f  t h e  m o n e t a r y  v a l u e  o f  o u t p u t )  
wou ld  h a v e  t o  be a p p l i e d  i n  Kenya .  T h i s  i g n o r e s  t h e  f i n d i n g s  
r e p o r t e d  i n  t h e  CBS/UNICEF documen t  o n  t h e  c o r r e l a t e s  o f  
p o v e r t y .  

Some c o m b i n a t i o n  o f  t h e  c o r r e l a t e s  of  p o v e r t y  c o u l d  be u s e d  
t o  i d e n t i f y  who is p o o r  so  t h a t  t h e y  may be e x e m p t e d  f r o m  
paymen t  f o r  h e a l t h  s e r v i c e s .  E a c h  o f  t h e  f o l l o w i n g  was  
a s s o c i a t e d  w i t h  p o v e r t y  t o  t h e  e x t e n t  i n d i c a t e d  i n  p a r e n t h e s e s :  

- Head of  h o u s e h o l d  n e v e r  a t t e n d e d  s c h o o l  ( 2 7  p e r c e n t  
p o o r  

- H o u s e h o l d  d o e s  n o t  g row m a i z e  ( 5 4  p e r c e n t )  

- Land h o l d i n g  less t h a n  or e q u a l  t o  0 . 5  h e c t a r e  ( 3 2  
p e r c e n t )  

- Miles t o  d r y  s e a s o n  water s o u r c e  g r e a t e r  t h a n  o r  e q u a l  
t o  2 . 0  miles ( 4 1  p e r c e n t )  

- No m a r k e t e d  a g r i c u l t u r a l  p r o d u c t i o n  ( 3 6  p e r c e n t )  

AS a n  e x a m p l e ,  q u e s t i o n s  a b o u t  t h e s e  items c o u l d  be a s k e d  
o f  t h o s e  c o m i n g  f o r  h e a l t h  s e r v i c e s  who claim a n  i n a b i l i t y  t o  
p a y .  A n s w e r s  i n d i c a t i n g  p o v e r t y  o n ,  s a y ,  t h r e e  o r  more  of  t h e  
q u e s t i o n s  m i g h t  be u s e d  t o  g r a n t  a n  e x e m p t i o n .  

IB. A b e l  S m i t h ,  " D i s c u s s i o n  P a p e r  o n  I s s u e s  a n d  O p t i o n s  
i n  H e a l t h  F i n a n c i n g " ,  J a n u a r y  1 9 8 8 .  

C e n t r a l  B u r e a u  o f  S t a t i s t i c s  and  UNICEF, S i t u a t i o n  
A n a l y s i s  o f  C h i l d r e n  a n d  Women i n  Kenya ,  S e c t i o n  1, 1 9 8 4 .  



Est imates  of Revenue and A b i l i t y  t o  Pay 

Revenue Est imates  

The e s t ima te s  of revenue genera t ion  p o t e n t i a l  prepared f o r  
t h e  P A A D  use t h e  f e e  schedule  proposed by t h e  HFM and 
a l t e r n a t i v e s .  The revenue e s t i m a t e s  f o r  o u t p a t i e n t  s e r v i c e s  
a r e  shown i n  Table A and those  f o r  i n p a t i e n t  s e r v i c e s ,  
inc lud ing  d e l i v e r i e s ,  a r e  shown in  Table B. Estimated revenue 
i s  shown a s  a  p ropor t ion  of t h e  MOH r ecu r r en t  budget f o r  1988. 
T h i s  i s  done t o  i n d i c a t e  t h e  r e l a t i v e  order  of magnitude of 
a d d i t i o n a l  resources  t o  be produced by c o s t  sha r ing .  Rough 
measures of a b i l i t y  t o  pay a l s o  a r e  shown i n  Table A and B. 
Table C shows some a d d i t i o n a l  informat ion on a b i l i t y  t o  pay f o r  
i n p a t i e n t  s e r v i c e s  and d e l i v e r i e s .  

A S S U ~ D ~ ~ O ~ S  Used in  Makina t h e  Revenue Est imates  

Key assumptions underlying t h e  revenue e s t ima te s  inc lude  
u t i l i z a t i o n  of s e r v i c e s  ( i n p a t i e n t  bed days, d e l i v e r i e s ,  and 
o u t p a t i e n t  v i s i t s ) ,  p ropor t ion  of t h e  populat ion w i t h  phys ica l  
access  t o  s e r v i c e s ,  t h e  demand response t o  user charges ,  t h e  
propor t ion  of s e r v i c e s  consumed by c h i l d r e n  under age f i v e  
yea r s  and exempt from payment, t h e  propor t ion  of p a t i e n t s  a b l e  
t o  pay f o r  s e r v i c e s  ( o r ,  conversely ,  t h e  propor t ion  of p a t i e n t s  
t o  be exempted from payment because of l imi t ed  a b i l i t y  t o  p a y ) ,  
and t h e  propor t ion  of p o t e n t i a l  user payments a c t u a l l y  
c o l l e c t e d  by t h e  hea l th  system. 

The in-  and o u t p a t i e n t  u t i l i z a t i o n  data  used i n  t h e  P A A D  
e s t i m a t e s  come from t h e  MOH, as  repor ted  i n  World Bank, "Review 
of Expenditure I s s u e s  and Options i n  Heal th  Financing,"  Ju ly  
1988. Outpa t ien t  revenues a r e  es t imated assuming t h a t  20 
percen t  of u t i l i z a t i o n  is  f o r  fol low up v i s i t s  f o r  a  s i n g l e  
Household Level: Resu l t s  of a  Rural  Health Survey i n  Kenya, 
"Soc ia l  Science and Medicine, 1986) .  The f e e  schedule  proposed 
by t h e  HFM c a l l s  f o r  a  s i n g l e  charge per episode of i l l n e s s .  

The number of d e l i v e r i e s  performed i n  MOH f a c i l i t i e s  was 
es t imated using the  crude b i r t h  r a t e  f o r  Kenya publ ished by 
U N I C E F  ( U N I C E F ,  S t a t e  of t h e  World's Chi ldren ,  1989) ,  t h e  
populat ion w i t h  access  t o  hea l th  f a c i l i t i e s ,  and assumptions 
about t h e  propor t ion  of d e l i v e r i e s  t ak ing  p l ace  a t  each l e v e l .  
I n  t h e  absence of more-precise da ta  i t  is  assumed t h a t  
d e l i v e r i e s  a r e  done a t  d i f f e r e n t  l e v e l s  p ropor t iona t e  t o  t h e  
number of o u t p a t i e n t  v i s i t s  a t  each,  w i t h  10  percen t  of ca ses  
r e f e r r e d  upward from D i s t r i c t  t o  P r o v i n c i a l  and P r o v i n c i a l  t o  
Kenyatta Nat ional  Hospi ta l .  Note t h a t  t h e  revenue e s t i m a t e s  
a r e  c a l c u l a t e d  on t h e  conserva t ive  assumption t h a t  f e e s  a r e  
paid a t  t h e  l e v e l  of e n t r y  i n t o  t h e  system and t h a t  a l l  
d e l i v e r i e s  e n t e r  a t  t h e  D i s t r i c t  Hospi ta l  l e v e l  or lower. I t  
is assumed t h a t  30 percent  of d e l i v e r i e s  a r e  done in  t h e  
p r i v a t e  s e c t o r ,  i n  l i n e  w i t h  t h e  propor t ion  of h o s p i t a l  beds 
under p r i v a t e  s e c t o r  c o n t r o l .  



T h e  p r o p o r t i o n  o f  t h e  p o p u l a t i o n  w i t h  p h y s i c a l  a c c e s s  t o  
h e a l t h  s e r v i c e s  comes f r o m  t h e  MOH f i n d i n g  t h a t  42 p e r c e n t  o f  
t h e  p o p u l a t i o n  l i v e s  w i t h i n  o n e  h o u r ' s  wa lk  of  a p r i m a r y  care  
f a c i l i t y .  The  f e e  s c h e d u l e  p r o p o s e d  by t h e  HFM p r o v i d e s  t h a t  
c h i l d r e n  u n d e r  a g e  f i v e  y e a r s  b e  p r o v i d e d  s e r v i c e s  a t  n o  
c h a r g e .  I t  is assumed  t h a t  25  p e r c e n t  o f  i n -  a n d  o u t - p a t i e n t  
s e r v i c e s  a r e  p r o v i d e d  t o  u n d e r  f i v e s .  

T h e  a d j u s t m e n t s  made f o r  t h e  p r o p o r t i o n a l  demand r e s p o n s e  
r o u g h l y  f o l l o w  E l l i s  ( R .  E l l i s ,  "The Revenue  G e n e r a t i n g  
P o t e n t i a l  o f  User F e e s  i n  Kenyan Governmen t  H e a l t h  F a c i l i t i e s " ,  
B o s t o n  U n i v e r s i t y ,  1 9 8 7 ) .  T h e s e  a r e  t h e  a d j u s t m e n t s  made f o r  
r e d u c t i o n  i n  u t i l i z a t i o n  r e s u l t i n g  f rom t h e  i n t r o d u c t i o n  of  
u s e r  c h a r g e s .  The  e f f e c t  o n  u t i l i z a t i o n  is g r e a t e r  t h e  h i g h e r  
a re  t h e  u s e r  c h a r g e s .  

T h e  estimates o f  t h e  p r o p o r t i o n  o f  t h e  p o p u l a t i o n  a b l e  t o  
p a y  f o r  s e r v i c e s  is b a s e d  o n  A b e l - S m i t h ' s  ( e x t r e m e l y  
c o n s e r v a t i v e )  a s s e r t i o n s  a b o u t  a b i l i t y  t o  p a y .  A b e l - S m i t h  s a y s  
t h a t  50  p e r c e n t  o f  t h e  p o p u l a t i o n  w o u l d  be u n a b l e  t o  p a y  
c h a r g e s  a t  KNH h i g h e r  t h a n  t h o s e  p r o p o s e d  by t h e  HFM. ( B .  
A b e l - S m i t h ,  " D i s c u s s i o n  P a p e r  o n  I s s u e s  and  O p t i o n s  i n  H e a l t h  
F i n a n c i n g , "  J a n u a r y  1 9 8 9 . )  T h e  PAAD p r o j e c t i o n s  u s e  a b i l i t y  t o  
p a y  p r o p o r t i o n s  o f  7 5  p e r c e n t  f o r  t h e  l o w e s t  f e e s  c h a r g e d  f o r  
i n p a t i e n t s  (KShs  5  p e r  d a y  t o  a  maximum o f  KShs 2 5  a t  H e a l t h  
s u b - c e n t r e s  a n d  d i s p e n s a r i e s )  t o  30 p e r c e n t  f o r  t h e  h i g h e s t  
f e e s  c h a r g e d  a t  KNH (KShs  100 p e r  d a y  t o  a maximum of  KShs 500  
a t  K N H ) .  

T h e  g o v e r n m e n t  is  e x p e c t e d  t o  c o l l e c t  7 5  p e r c e n t  o f  
p o t e n t i a l  u s e r  p a y m e n t s ,  t h e  f i g u r e  u s e d  by ~ l l i s ,  A b e l - S m i t h ,  
a n d  t h e  World  Bank.  

A s s u m p t i o n s  Used i n  A s s e s s i n g  A b i l i t y  t o  P a y  

F o r  e a c h  of t h e  f e e  s c h e d u l e s  u s e d  t o  make r e v e n u e  
e s t i m a t e s  a n  e s t i m a t e  was made o f  t h e  b u r d e n  t h a t  t h e y  would 
i m p o s e  o n  h o u s e h o l d s '  i n c o m e s .  Two m e a s u r e s  o f  h o u s e h o l d  
i n c o m e  were u s e d  f o r  t h i s  p u r p o s e :  mean h o u s e h o l d  income  and  
t h e  i n c o m e  g e n e r a t e d  by o n e  w o r k e r  p a i d  a t  t h e  minimum wage .  
T h e  mean h o u s e h o l d  income  i s  c a l c u l a t e d  a s  t h e  a n n u a l  per - 
c a p i t a  income  f o r  Kenya,  $US 300  (UNICEF, S t a t e  o f  t h e  W o r l d ' s  
C h i l d r e n ,  1 9 8 9 ) ,  m u l t i p l i e d  by t h e  a v e r a g e  f a m i l y  s i z e ,  6 . 0  
p e r s o n s .  T h i s  estimate of i n c o m e  r e p r e s e n t s  a  h o u s e h o l d  t h a t  
i s  b e t t e r  o f f  t h a n  t h e  medium income-  f a m i l y ,  s i n c e  t h e  
d i s t r i b u t i o n  of  i ncome  i n  Kenya is skewed t o w a r d  t h e  u p p e r  
e n d .  T h e  s e c o n d  m e a s u r e ,  c a l l e d  h e r e  t h e  minimum wage 
h o u s e h o l d ,  r e p r e s e n t s  a  h o u s e h o l d  i n  t h e  l o w e r  e n d  o f  t h e  
income  d i s t r i b u t i o n .  S u c h  a h o u s e h o l d  h a s  o n l y  2 7  p e r c e n t  o f  
t h e  income  o f  t h e  mean income  h o u s e h o l d .  I t  is e x p e c t e d  t h a t  
s u c h  h o u s e h o l d s  wou ld  b e  e x e m p t e d  f r o m  p a y i n g  m o s t ,  i f  n o t  a l l ,  
h e a l t h  fees.  



. . Muustry of Wth Fknrrent Ekpxditures (Selected Fh3iu-d Categxies) 
(K£ millim) 

Olratiw Wth Premtiw/Prcrrotiw Wth Wal Wth Paining 

Budgeted 40.2 3.1 6.5 4.1 
EY 83 Ietual 44.4 2.8 5.7 3.6 

Sgedhg Ratio 110.5 90.3 87.7 87.8 - 40.9 3.2 6.5 4.4 
EY 84 ZEtml 44.7 2.7 4.5 3.6 

Ratio 109.3 84.4 69.2 81.8 

eudgeted 65.1 5.0 10.1 5.7 
FY 87 Actual 69.6 4.0 6.5 5.0 

@ding Ratio 106.9 90.0 64.4 87.7 



Wth Care -litis by Pmickr 

W Urban ~salth M t h  Dispensaries/ 
Nmb% Nmker % mtal Oenterdclinics Oenters Clinics 

Private OCrrEXglis  4 257 1 

Private "Wket" 

'IO1PS, 

m: MZI, ESQwrrliture ard Financing of b M t h  Sxtor in -- K m p  ( d r a f t ) ,  text W e  1, 
p. 7. 1986. 



Mimstry of m t h  -tires by miaxil Qassificaticn 
as prmtacp of total 

Rearrent Bpxdtlre 
Clxative W t h  72 72 73 67 72 72 79 72 
Prmtive a d  Prmtiw Health 5 5 4 4 4 4 4 6 
FUdl m t h  8 9 7 6 9 7 8 12 
Wrdrg 6 6 6 5 5 5 5 6 
Cthers* 9 8 10 18 10 12 4 4 

'Ibm IEerxlrrmt Expnditure 100 100 100 100 100 100 100 100 

Dwelqmnt Epmditure 
Ch-ative Health 78 82 50 42 40 40 55 35 
Preuentive ad Prmtiw Health 1 2 2 1 3 2 - 7 
 ma^. m t h  19 15 30 39 40 37 39 47 
Tkainirg 1 1 1 3 - 3 1 2 
Others* - - 17 15 17 18 5 9 

Tbtal Dwekpmt  m t u r e  100 100 100 100 100 100 100 100 

'IbtaJ. fhrxurmt ad m w t  
Eqerditu-e 
Clxative m t h  73 73 69 63 67 68 76 61 
Prmtive ad Fml-otiw Health 4 4 4 4 4 4 4 6 
m a 1  m t h  10 11 u 10 1.3 11 11 22 
Tkairdrg 5 5 5 5 5 5 5 5 
others* 8 7 11 18 ll 12 4 6 
m Eqmditllre 100 100 100 100 100 100 100 loo 

*fiudes -61 e a t i c n  ad Plannkg, M t i a  Health I r s u r m ,  sd Medical Wlis 
- d m k s  nqligible 



Plan-& ard &&il I&cmrent EQXnditure of M i & s t r y  of H d t h  
( K f  

R ~ ~ n t i v e  a d  E%mticn Snioes - d Ehlral Hd th  Serviais - v m a t i =  Hdth Se rv i~s  - c/ ll-airirq - d /  Mminktraticn 

a. RARntivl2/wtiw &oes kla: ammi&e wdz b e  disease mtrol ,  nutriticn, e m i r m t a l ,  W t h ,  e r m l  child 
Wth ad fanily pl&rq, M t h  edraticn, & i d  health l-atcrie ad raat icn ontrol. 

b. mal b l t h  servim ird& rural hedlth cmters ad ditispgsaries. 
c. Oxative M t h  =viais i m l e :  Kenyatta m t i d  Hcspital, pcwbrial kqitals, district lmpitals, Fqdiatric d a i s  a d  

n a t i d  spinal in jury hospital. 
d. Trairrirq i~l-: Meal Trairrirq Onter (EBircii ), Field Mml Traimrq Onters, lhnal Wth Traimrq an3 IXmXkraticn Centers. 

me: O=K LWe1qm-k Plm, 1984 - 1988 
m q r i a t i c n  ZDXUI~S for EY 84-EY 87 



& m x C  
Table 5 

Ministry of Wth Expenditwe F?ojetim by Ebxrcmic M i c a t i c n  
(in FY 85 mias.) 

- opera* 
C;pitd Ebmtim d 
Maint3zExXe 
&ants ard TYarsfers 

M m l  - opera* 
C;pital: €quim 

-cn 
w- 
&ats ard Trarssfers 

lbtal m i t u r e  
m e  - o~eratiw 
Gpital: eqipmt 

amstructim 
Main te -aE  
Grants a d  ?transfers 

4 Ircl- capital £omtim cn qipnmt cnly. 
Sure: ~ x l d  M, E(slp - &lic EXpditure Issues, Javlary 1989 



Ministry af U t h  Eprditlre Proje=ticm (utest Brbard Wt, &mry 1989) 

Ra..ma?t E p r d i t w e  105.5 
m a t i =  health smrios 74.6 
l?rewntive/pmr&ive W t h  6.3 
mal kalth ll.8 
a3-ler.S / 12.8 

Dwelqmat Epditure - 45.0 
axative hdth services 15.8 
P r e m t i ~ ~ r n t i V f 3  mth 3.3 
FWal haalth 21.4 
-s / 4.5 

'Ibtal Exprditlre 150.5 
m a t i =  health sxrios 90.4 
PreYerrtive/pmr&ive 
M t h  senrices 9.6 
Rml. M t h  33.2 

-S / 17.3 



(in V.S. $ I O o o )  - 

III. Falily Phmirq 
EMhited required f m  
Likdyactml £-a/ - 
Gp 

N. Jssatial. ~ P r o g r a n  J 
Btimted rayired f imr&q 
Likdy actual fiJ-m&q - a/ 
Gp 

Likely actual fillamiq 
Gp 

sax-: 1. rn F b m d  mdpt, 1989/90-199L/92 
2. 0. F5vs Year Plan 
3. EPI; Six Year Plm ( ~ ~ & n y a ,  
4. !Blily P l m  Project Paper (CIX ad mrs) 
5. MCH afficials pmiW i n h m t i c n  on ED progrmn 

b/ CaKx fu-& rat 4m.n in estinafs of likely achEll f i n n i t q  unlm ;apeamt - 
has k e n  siqnd. Ficpes  in  later p r s  are XI u r i k r m  he of this. 

J m t h t g  of rayired finaxing fcr essential are p r w l y  tr&restinaW - 
a s r r m h a s 2 0 % &  t o f u r w r  immses i n ~ a t i c n a t f l c o s t  ofdrugswhichM 
rmt b m  prwicusly taken into m m n t .  



Annexc 
Table 8A 

2-t &=== 
R s b l  atti !I21qan 
-1- 
Electr, Miter & Q3nsenmncy 
X W  -lies 
Patients F t d  
Wm a d  Clcthing 
Statiomq 
~ O t h e r o l a r g e s  
mdzse of Plant & Ekpip. 
m d z s e o f P l a n m & w p .  
r43int. of Plant & W p .  

'Ibtal 

Table 8A 
Rift Valley F ' r d  

~ b y D i s t r i c t ~ t a l O C K F Y 8 8 / 8 9  
(Kglya m) 



n m  @rating - 
Fwd ard W l q a l l  
wl- 
El&, Mter &Olr;l2nrcnw=y 
X-fBy SUplies 
Patients F t d  
rnm&QW 
Staticmry 
Milis= atEr charges 
m d w 3 o f P h t & E t y i p .  
mdw3 of P h  PE& & W i p .  
mint. of Plant & W p .  

Wle 8E3 
Rift valley Pr- 

Allccaticns by District Itqital 01( FY 88/89 ~~ Eturds) 

7l.l Loitbtitd 730 Emyki 760 Kitale 830 KaFsabet 
720 m i d m  742 Pblo 770 Eldoret 831 N x d i  H i l l s  
821 Iten 960 -ria 



Wle 9: Variclrs Mirrates of FWme &maticn FWmtial f m  
axtSAaring Fees for B3ilt.h Servioes in kip 

Mktes £ran R. Ellis, Tk Femme f rating 
mtial of User Fees in Rxpn (3xemt Ecilities," 1987 

A5xm@iar;: 
17 K9-s = US$ 1.00 

1,938 K9-s (millicn) = MH 1988 Rxmrent Ekf&@ 
6@% of &oes are eligible fcr fees 
%% af patients are able to py 1w fees 
75% of patients are able to pry mdim 
50% of patients are able to pry high fees 
95% ~cpwticnal derrcnd reqnxe for lw fees 
W% p.cprticnal dmad respcrse for mdiun 
80% p-icnal &rad reqgxe  fcr high fees 
75% of eligible rewnue will be cqkwed by 

P=m="lt 
10 K9-s = -age lw (a) fee 1-1 or 

K9-s 5/lisit, plus K9-s 5 for drugs 
MICSts=~agemdim (b) f e e l m l c r  

K9-s l O / V i s i t ,  plus ICSts 10 for ckugs 
50 K9-s = am- hi@ (c) fee level 03: K9-s 

25/visit, K9-s 25 for dlrugs 
11.3 millicn akpt ient  vis i ts  per 
1.23 ukptimt visits per perm with arx~ss to 

Kor-prpx.  



Assw@iarr;: 
Dkpxaries ard Health (Mtres: 

5 ICQr; = rqktraticn fee for psorr; 5 yrs ard older 
10 ICQr; = charge for drugs for adilts (m for cfircnic) 
5ICQr;=chargeford~mgs£orcfiildrenLndv5 

10 ICPs = daily hp t ien t  charge (hsdlth mtres aily), 
uptoarraximmofICQr;50 

40 ICQr;= hpt ien t  rraternityat d k p x s x y  
50 ICPs = iqatient mternity a t  hsdlth amtre, 

ICPs 0 if referred 

District E&pitdls: 
20 ICPs = rqktraticn fee for psns 5 yrs rmd older, 

ICQr;Oi£re£erred 
l O K S r ; = c h a r g e f o n : ~ a l l a g 2 s  (amyyr£orcfircnic) 
20ICPs=&ilyirpatient charge, uptoanminunof 

KSr; 100 
0 KSh = irptient drugs 

60 ICPs = irptient mtemity, Ehs 0 i£ ref& 
60 ICQr; = cutptient casualty 

P r m a l  Ik=spitals: 
30 KSr; = rqktraticn fee for psns 5 yrs a-d older, 

IcshsOi£re£erred 
10 I<Shs = charge fa drugs all ( U E ~  for chrcnic) 
30rcshs=dailyiqmtientcharge, uptoamxhnn 

of Ehs 150 
0 ICQr; = irptient drugs 

100 ICQr; = hpt ien t  naternity, ICQr; 0 if re£erred 
100 ICQr; = cutptient d t y  
200 ICQr; = daily srenity w d  charge 

&nyatt.a W i d  Kxqital: 
50 Ehs = akpt ient  matiw episcik 
10 ICQr; = charge for drugs a l l  ag2s (axx/yr for 

cfircnic) 
100 ICQr; = daily irptient  charge, no rrexirmm 

0 ICPs = i p t i e n t  drugs 
200 ICQr; = iqmtient naternity plus the daily rate of 

ICQr; 100, IEk 0 if referred 
200 ICQr; = cutptient d t y  

4MMXHOO WE = pivate wing charges (wkingle-VIP suite) 
m l e  = charge for specialiaed services 



EstiTMtfS of F&vewes Gglerated by In- ad O& EJatient Feg 
fran Fbrld Bark, 'T7wiew d Exprditme ISSLES ard @tias in 
JSLith F5nm5qI " 1988 

&uI@im: 
Odptimt V i s i t  ad Presxiptim: 

QkirnA QkimB 

13 27 KShs at Wth SbGntres a d  D i m i s  
15 32 ICShs at Hedlth Clatres a?d SbDistrict 

Hospitals 
22 47 ICShs District Haspitals 
26 58 KShs at EYw~ircial EEaspitals 

Hapita1 Stay d 10 IQys, 2 Presxiptim, xd 1 X w :  
QtimA cptim B 

130 210 Els at Wth Clsltres ard W s t r i c t  
Hcspim 

230 360 KShs at District Hcspitds 
230 410 ICShs at Provincial Ecqitals 
430 760 KShs at I+H 

90% 75% patiats able to py 
75% 75% WEYE @wed by g x l m  



PJnA3HUe &Ent of MH 
Fke Level  rated &current EucQ?t 

Psarrptiar;: 
0kpitie-k V i s i t  am3 P m i p t i m :  

W m A  WimB 

13 27 K 3 - s  at EMlth SbGrkres ard Di-ics 
15 32 KS-s at Henlth Cmtres d SbDiSrict 

Fbpitals 
22 47 KS-s at District Hmpitals 
26 58 FSE at P~wircial Haspitids 

Hcbpital Sta j  of 10 Cays, 2 Presxiptim, afi 1 X-Ey: 
CpticnA CptimB 

UO 210 FSE at M t h  Gmtres ard Sb-District 
Haspi- 

230 360 KShs at District 
230 410 KS-s at Prcvirdal IxqitaLs 
430 760 K S k  at RW 



ANNEX D 

5C(2) - PROJECT CHECKLIST 

Listed below are statutory criteria 
applicable to projects. This sections 
divided into two parts. Part A 
includes criteria applicable to all 
projects. Part B applies to projects 
funded from specific sources only: 
B(1) applies to all projects funded 
with Development Assistance; 
B(2) applies to projects funded with 
Development Assistance loans; and 
B(3) applies to projects funded 
from ESF. 

CROSS REFERENCES: IS COUNTIEY CHECKLIST (a) Yes. 
UP TO DATE? HAS (b) Yes. 
STANDARD ITEM 
CHECKLIST BEEN 
REVIEWED FOR 
THIS PROJECT? 

A. GENERAL CRITERIA FOR PRaSECT 

1. FY 1989 Appropriations Act 
Sec. 523; FAA Sec. 634A. If money 
is sought to obligated for an 
activity not previously justified 
to Congress, or for an amount in 
excess of amount previously 
justified to Congress, has 
Congress been properly notified? 

2. FAA Sec. 611(a)(l). Prior to an 
obligation in excess of $500,000, 
will there be (a) engineering, 
financial or other plans necessary 
to carry out the assistance, and 
(b) a reasonably firm estimate of 
the cost to the U.S of the 
assistance? 

3. FAA Sec. 611(a)(2). If legislative 
action is required within recipient 
country, what is basis for a 
reasonable expectation that such 
action will be completed in time 
to permit orderly accomplishment 
of purpose of the assistance? 

A Congressional Notification 
for $15.0 million has been 
submitted to the Congress 
and expired without 
objection on 

(a) Yes 
(b) Yes 

A draft Amendment to the 
National Hospital Insurance 
Act Chapter 255 is scheduled 
to be acted on by the Parliament 
and approved by July 31, 1989 
and published Aug/Sept 1989. 
At the latest, this amendment 
is expected to be affected by 
Nov/Dec 1989. Major delays are 
not anticipated because the 
amendment already has the 
approval of a sub-committee of 
Parliament. 



4. FAA Sec. 611(b); M 1989 
Appropriations Act Sec. 501. 
If project is for water or 
water-related land resource 
construction, have benefits 
and costs been computed to the 
extent practicable in accordance 
with the principles, standards, 
and procedures established pursuant 
to the Water Resources Planning Act 
(42 U.S.C. 1962, et seq.)? 
(See A.1 .D. ~ a n d ~ k  3 for 
guidelines. 1 

5.  FAA Sec. 611(e). If project is 
capital assistance (e.g., 
construction), and total U.S. 
assistance for it will 
exceed $1 million, has Mission 
Director certified and Regional 
Assistant Administrator taken into 
consideration the country's capability 
to maintain and utilize the project 
effectively? 

6. FAA Sec. 209. Is project susceptible The Project is country specific 
to execution as part of regional or but is designed to 
multilateral project? If so, why is coordinate with the activities 
project not so executed? Information of other donors, particularly 
and conclusion whether assistance will the World Bank, in the area of 
encourage regional development programs. health care financing. 

7.  FAA Sec. 601(a). Information and N/A 
conclusions on whether projects will 
encourage efforts of the country to: 
(a) increase the flow of international 
trade; (b) foster private initiative and 
competition; (c) encourage development 
and use of cooperatives, credit unions, 
and savings and loan associations; 
(d) discourage monopolistic practices; 
(e) improve technical efficiency of 
industry, agriculture and commerce; 
and (f) strengthen free labor unions. 

8. FAA Sec. 601(b). Information and It is anticipated that the 
conclusions on how project will Project will rely primarily on 
encourage U.S. private trade and contract services of U.S. private 
investment abroad and encourage firm(s) to provide the technical 
private U.S. participation in assistance to the GOK/MOHI and 
foreign assistance programs other implementing institutions. 
(including use of private trade 
channels and the services of U.S. 
private enterprise). 



9. FAA Sec. 612(b), 636(h). Describe The GOK will provide local 
steps taken to assure that, to the currency equivalent to the U.S. 
maximum extent possible, the country dollars-disbursed for policy 
is contributing local currencies to reform. 
meet the cost of contractual and other 
services, and foreign currencies owned 
by the U.S. are utilized in lieu of 
dollars. 

10.FAA Sec. 612(d). Does the U.S. own The U.S. does not own excess 
excess foreign currency of the Kenyan currency. 
country and, if so, what arrangements 
have been made for its release? 

11.FY 1989 Appropriations Act N/A 
Sec. 521. If assistance is for the 
production of any commodity for 
export, is the commodity likely to 
be in surplus on world markets at the 
time the ;esulting productive capacity 
becomes operative, and is such 
assistance likely to cause substantial 
injury to U.S. procures of the same, 
similar or competing commodity? 

12.FY 1989 Appropriations Act N/A 
Sec. 549. Will the assistance 
(except for programs in Caribbean 
Basis Initiative countries under U.S. 
Tariff Schedule "Section 807," which 
allows reduced tariffs on articles 
assembled abroad from U.S.-made 
components) be used directly to 
procure feasibility studies, 
prefeasibility studies, or project 
profiles of potential investment 
in, or to assist the establishment 
of facilities specifically designed 
for, the manufacture for export 
to the United States or to third 
country markets in direct cornpetition 
with U.S. exports, of textiles, 
apparel, footwear, handbags, flat 
goods (such as wallets or coin purses 
worn on the person), work 
floves or leather wearing apparel? 

13.FAA Sec. 119(g) (4)-(6) & (10). (a. thru d. ) N/A 
Will the assistance (a) support 
training and education efforts which 
improve the capacity of recipient 
countries to prevent loss of biological 
diversity; (b) be provided under a 



long-term agreement in which the 
recipient country agrees to protect 
ecosystems or other wildlife habitats; 
(c) support efforts to identify and 
survey ecosystems in recipient 
countries worthy of protection; 
or (d) by any direct or indirect 
means significantly degrade 
national parks or similar 
protected areas or introduce 
exotic plants or animals 
into such areas? 

14.FAA Sec. 121(d). If a Sahel 
project, has a determination been 
made that the host government has 
an adequate system for accounting 
for and controlling receipt and 
expenditure of project funds (either 
dollars or local currency generated 
therefrom)? 

15.FY 1989 Appropriations Act. If 
assistance is to be made to a United 
States W O  (other than a cooperative 
development organization 1, does it 
obtain at least 20 percent of its 
total annual funding for international 
activities from sources other than 
the United States Government? 

16.FY 1989 Appropriations Act 
Sec. 538. If assistance is being 
made available to a PVO, has that 
organization provided upon timely 
request any document, file, or 
record necessary to the auditing 
requirements of A.I.D., and is 
the W O  registered with A.I.D.? 

17.N 1989 Appropriations Act 
Sec. 514. If funds are beins 
obligated under an appropriation 
account to which they were not 
appropriated, has prior approval 
of the Appropriations 
Committees of Congress been 
obtained? 



B. FUNDING CRITERIA FOR PROJECT 

1. Development Assistance Project 
Criteria 

(a)FY 1989 Appropriations Act 
Sec. 548. (as interpreted by 
conference report for original 
enactment). If assistance is for 
agricultural development activities 
(specifically, any testing or 
breeding feasibility study, variety 
improvement or introduction, 
consultancy, publication, 
conference, or training), are such 
activities (a) specifically and 
principally designed to increase 
agricultural exports by the host 
country to a country other 
than the United States, where the 
export would lead to direct 
competition in the third country 
with exports of a similar 
commodity grown or produced in 
the United States, and can the 
activities reasonably be expected 
to cause substantial injury to U.S. 
exporters of a similar agricultural 
commodity; or (b) in support of 
research that is intended primarily 
to benefit U.S. producers? 

(b)FAA Secs. 102(b), 111, 113, 281(a). 
Describe extent to which activity 
will (a) effectively involve the-poor 
in development by extending access to 
economy at local level, increasing 
labor-intensive production and the 
use of appropriate technology, 
dispersing investment from cities 
to small towns and rural areas, and 
insuring wide participation of the 
poor in the benefits of development 
on a sustained basis, using 
appropriate U.S. institutions; 
( b ) help develop cooperatives , 
especially by technical assistance, 
to assist rural and urban poor to 
help themselves toward a better life, 
and otherwise encourage democratic 
private and local governmental 

(a) The Program is designed to have 
an overall macro-economic impact but 
will involve the poor in development 
by increasing their access to health 
services, in particular rural 
inhabitants. U.S. techical expertise 
will be provided to the GOK 
counterpart institutions to enhance 
their ability to reach targets of 
the GOK Reform Agenda. 
(b) The Program will help the GOK to 
increase financial resources for 
health activities which will improve 
the quality and efficiency of health 
service delivery in the rural and 
urban areas of Kenya. 
(c) The Program will support Kenya's 
self-help efforts by assisting the 



institutions; (c) support the 
self-help efforts of developing 
countries; (d) promote the 
participation of women in the 
national economies of developing 
countries and the improvement of 
women's status; and (e) utilize 
and encourage regional cooperation 
by developing countries. 

GOK in achieving greater-financial 
self-sufficiency through public 
cost sharing for health services. 
(dl The Program will improve women's 
assess to health services which will 
impact on their ability to 
participate in the economy. 
(el The Program is not designed to 
encourage regional cooperation by 
developing countries. 

c. FAA Secs. 103, 103A, 104, 105, 106, N/A 
120-21; FY 1989 Appropriations Act 
(Develo~ment Fund for Africa). Does 
the prGect fit the criteria-for the - - 

source of funds (functional account) 
being used? 

d. FAA Sec. 107. Is emphasis placed N/A 
on use of appropriate technology 
(relatively smaller, cost-saving, 
labor-using technologies that are 
generally most appropriate for the 
small farms, small businesses, and 
small incomes of the poor)? 

e. FAA Secs. 110, 124(d). Will the 
recipient country provide at least Yes 
25 percent of the costs of the 
program, project, or activity with 
respect to which the assistance is 
to be furnished (or is the latter 
cost-sharing requirement being 
waived for a I'relatively least 
developed" country)? 

f. FAA Sec. 128(b). If the activity The Program has been designed to 
attempts to increase the institutional increase the GOK/MOH capability to 
capabilities of private organizations effectively monitor use of existing 
or the government of the country, or and planned financial resources in 
if it attenpts to stimulate scientific the health sector with the goals of 
and technological research, has it ensuring retargeting of resources on 
been designed and will it be primary/preventive services that 
monitored to ensure that the ultimate reach the rural areas and of ensuring 
beneficiaries are the poor majority? access to the medically indigent. 

g. FAA Sec. 281(b). Describe extent to The Program's technical assistance 
which program recognizes the activities for the institutional - - 

particular needs, desires, and strengthening of the MOH and other 
capacities of the people of the key areas that are based on the 
country; utilizes the country's GOK's priority interests and needs. 
intelectual resources to encourage 
institutional developnent; 
and supports civil education and 



training in skills required for 
effective participation in 
governmental processes essential 
to self-government. 

h. FY 1989 Appropriations Act No 
Sec. 536. Are any of the funds to 
be used for the performance of 
abortions as a method of family 
planning or to motivate or coerce 
any person to practice abortions? 

Are any of the funds to be used to No 
pay for the performance of 
involuntary sterilization as a 
method of family planning or to 
coerce or provide any financial 
incentive to any person to 
undergo sterilization? 

Are any of the funds to be used No 
to pay for any biomedical research 
which rates, in whole or in part, 
to methods of, or the performance 
of, abortions or involuntary 
sterilization as a means of 
family planning? 

i. FY 1989 Appropriations ~ct. 
Is the assistance being made 
available to any organization 
or program which has been 
determined to support or 
participate in the management 
of a program of coercive 
abortion or involuntary 
sterilization? 

If assistance is from the No 
population functional account, 
are any of the funds to be made 
available to voluntary family 
planning projects which do not 
offer, either directly or through 
referral to or information 
about access to, a broad range of 
family planning methods and 
services? 



j. FAA Sec. 601(e). Will the project Yes. Full and open competitive 
utilize competitive selection procedures will be used to obtain the 
procedures for the awarding of contractual services required under 
contracts, except where applicable this Program. 
procurement rules allow otherwise? 

k. FY 1989 Appropriations Act. 
What portion of the funds will 
be available only for activities 
of economically and socially 
disadvantaged enterprises, 
historically black colleges 
and universities, colleges and 
universities having a student 
body in which more than 40 percent 
of the students are Hispanic 
Americans, and private and 
voluntary organizations which 
are controlled by individuals who 
are black Americans, Hispanic 
Americans, or Native Americans, 
or who are economically or 
socially disadvantaged 
(including women)? 

1. FAA Sec. 118(c). Does the 
assistance comply with the 
environmental prkedures set 
forth in A.I.D. Regulation 161 
Does the assistance place a high 
priority on conservation and 
sustainable management of 
tropical forests? Specifically, 
does the assistance, to the 
fullest extent feasible: 
(a) stress the importance of 
conserving and sustainably 
managing forest resources; 
(b) support activities 
which offer employment and 
income alternatives to 
those who otherwise would 
cause destruction and loss of 
forests, and help countries 
identify and implement 
alternatives to colonizing 
forested areas; (c) support 
training programs, educational 
efforts, and the establishment 
or strengthening of institutions 
to improve forest management; 

None 

Yes. A categorical exclusion was 
approved by AID/W on April 3 1989. 



(d )  help end des t ruc t ive  
slash-and-burn a g r i c u l t u r e  by 
supporting s t a b l e  and productive 
farming practices; (e) help  
conserve f o r e s t s  which have not 
y e t  been degraded by helping 
t o  increase  production on lands 
a l ready c leared o r  degraded; 
( f )  conserve fores ted  
watersheds and r e h a b i l i t a t e  
those which have been 
deforested;  ( g )  support 
t r a in ing ,  research, and 
other  ac t ions  which lead t o  
sus ta inab le  and more 
environmentally sound p r a c t i c e s  
f o r  timber harvesting, removal, 
and processing; (h )  support 
research t o  expand knowledge of 
t r o p i c a l  f o r e s t s  and i d e n t i f y  
a l t e r n a t i v e s  which w i l l  prevent 
f o r e s t  des t ruct ion,  l o s s ,  o r  
degradation; (i) conserve 
b iological  d i v e r s i t y  i n  f o r e s t  
a reas  by supporting e f f o r t s  t o  
iden t i fy ,  e s tab l i sh ,  and maintain 
a representa t ive  network o r  
protected t r o p i c a l  f o r e s t  
ecosystems on a worldwide bas i s ,  
by making t h e  establishment of 
protected a r e a s  a condit ion of 
support f o r  a c t i v i t i e s  involving 
f o r e s t  c learance  o r  degradation, 
and by helping t o  i d e n t i f y  
t r o p i c a l  f o r e s t  ecosystems 
and species  i n  need of protec t ion 
and e s t a b l i s h  and maintain 
appropr ia te  projected areas ;  
(j) seek t o  increase  t h e  awareness 
of U.S. government agencies and 
other  donors of t h e  irrrnediate and 
long-term value of t r o p i c a l  
f o r e s t s ;  and ( k  ) / u t i l i z e  t h e  
resources and abilities of a l l  
re levant  U.S. government agencies? 

m. FAA Sec. 118(c ) (13) .  I f  t h e  N/A 
ass i s t ance  w i l l  support a 
program o r  p ro jec t  s i g n i f i c a n t l y  
a f fec t ing  t r o p i c a l  f o r e s t s  
( including p r o j e c t s  involving 
t h e  p lant ing of e x o t i c  p lan t  



species), will the program 
or project (a) be based upon 
careful analysis of the 
alternatives available to 
achieve the best sustainable 
use of the land, and 
(b)/take full account of the 
environmental impacts of the 
proposed activities on 
biological diversity? 

n. FAA Sec. 118(c)(14). Will 
assistance be used for (a) the 
procurement or use of logging 
equipment, unless an environmental 
assessment indicates that all timber 
harvesting operations involved 
will be conducted in an 
environmentally sound manner and 
that the proposed activity will 
produce positive economic 
benefits and sustainable forest 
management systems; or (b) actions 
which significantly degrade 
national parks or similar protected 
areas which contain tropical forests, 
or introduce exotice plants or 
animals into such areas? 

o. FAA Sec. 118(c)(15). Will N/A 
assistance be used for (a) 
activities which would result in 
the conversion of forest lands 
to the rearing of livestock; 
.( b) the construction, upgrading, 
or maintenance of roads (including 
temporary haul roads for logging 
or other extractive industries) 
which pass through relatively 
undegraded forest lands; (c) the 
colonization of forest lands; 
or (d) the construction of dams 
or other water control structures 
which flood relatively undegraded 
forest lands, unless with respect 
to each such activity an 
environmental assessment indicates 
that the activity will contribute 
significantly and directly to 
improving the livelihood of the 
rural poor and will be conducted 
in an environmentally sound 
manner which supports sustainable 
development? 



p. FY 1989 Appropriations Act. If 
assistance will come from the 
Sub-Saharan Africa DA account, is 
it (a) to be used to help the poor 
majority in Sub-Saharan Africa 
through a process of long-term 
development and economic growth 
that is equitable, participatory, 
environmentally sustainable, and 
self-reliant; (b) being provided 
in accordance with the policies 
contained in section 102 of 
the FAA; (c) being provided, 
when consistent with the objectives 
of such assistance, through African, 
United States and other WOs that 
have demonstrated effectiveness 
in the promotion of local grassroots 
activities on behalf of long-term 
development in sub-Saharan Africa; 
(d) being used to help overcome 
shorter-term constraints to 
long-term development, to promote 
reform of sectoral economic 
policies, to support the critical 
sector priorities of agricultural 
production and natural resources, 
health, voluntary family planning 
services, education, and income 
generating opportunities, to 
being about appropriate sectoral 
restructuring of the Sub-Saharan 
African economies, to support 
reform in public administration 
and finances and to establish a 
favorable environment for 
individual enterprise and 
self-sustaining development, 
and to take into account, in 
assisted policy 
reforms, the need to protect 
vulnerable groups; (e) being 
used to increase agricultural 
production in ways that protect 
and restore the natural resource 
base, especially food production, 
to maintain and improve basic 
transportation and communication 
networks, to maintain and restore 
the nature resource base in ways 
that increase agricultural 
production, to improve health 
conditions with special emphasis 

(a) Yes. The Program's targeted 
beneficiaries include women and 
children who would benefit from 
improved MOH health service 
delivery capacity. 

(b) Yes 

(dl Yes. The Program is helping 
the GOK to promote reforms in 
health sector economic/financing 
policies, to enable the MOH to 
rationalize its budget in favor of 
increased spending for primary/ 
preventive activities. 

(e) Yes. The Program's support 
for GOK reforms in health care 
financing will strengthen the GOK's 
institutional capacity and 
financial base necessary for it to 
meet the health needs of the 
population, particularly women and 
children. The reforms will enable 
the GOK to retarget its own 
resources increasingly to primary/ 
preventive activities and provide 
a means for assuming more of the 



on meeting t h e  hea l th  needs of c o s t s  associa ted  with these  
mothers and chi ldren,  including a c t i v i t i e s .  
t h e  establishment of 
se l f -sus ta in ing primary hea l th  
care systems t h a t  g ive  p r i o r i t y  
t o  preventive care ,  t o  provide 
increased access t o  voluntary 
family planning services ,  t o  
improve basic l i t e r a c y  and 
mathematics e spec ia l ly  t o  
those  ou t s ide  t h e  formal 
educational  system and t o  
improve primary education, 
and t o  develop incomegenerat ing 
oppor tuni t ies  f o r  t h e  unemployed 
and undererrployed i n  urban and 
r u r a l  areas? 

q. FY 1989 Appropriations A c t  N/A 
Sec. 515. I f  deob/reob a u t h o r i t y  
is sough) t o  be exercised i n  t h e  
provision of DA ass is tance ,  are 
t h e  funds being obligated f o r  t h e  
same genera l  purpose, and f o r  
coun t r i e s  within t h e  same general  
region a s  o r i g i n a l l y  obligated,  
and have t h e  Appropriations 
Comnittees of both Houses of 
Congress been properly not i f ied?  

2. Development Assistance Projec t  
Criteria (Loans Only) 

a. FAA Sec. 122(b) .  Information 
and conclusion on capacity of 
t h e  country t o  repay t h e  loan at  
a reasonable r a t e  of i n t e r e s t .  

b. FAA ~ e c .  620(d). ~f a ss i s t ance  N/A 
is f o r  any productive e n t e r p r i s e  
which w i l l  compete with U.S. 
en te rp r i ses ,  is t h e r e  an agreement 
by t h e  rec ip ien t  country t o  prevent 
export  t o  t h e  U.S. of more than 
20 percent  of t h e  e n t e r p r i s e  annual 
production during t h e  l i f e  of t h e  
loan, o r  has t h e  requirement t o  
e n t e r  i n t o  such an agreement been 
waived by t h e  President  because 
of a nat ional  s e c u r i t y  i n t e r e s t ?  



c. FAA Sec. 122(b). Does the N/A 
act ivi ty give reasonable promise 
of assisting long-range plans 
and programs designed t o  develop 
economic resources and increase 
productive capacities? 

3. Economic Support Fund Project 
Cri ter ia  

a. FAA Sec. 531(a). W i l l  t h i s  N/A 
assistance promote economic and 
pol i t ica l  s tabil i ty? To the 
maximum extent feasible, is th i s  
assistance consistent with the 
policy directions, purposes, and 
programs of Part I of the FAA? 

b. FAA Sec. 531(e). W i l l  t h i s  
assistance be used for military - 
or paramilitary purposes? 

c. FAA Sec. 609. If comnodities N/A 
are t o  be granted so that  sale 
proceeds w i l l  accrue t o  the 
recipient country, have Special 
Account (counterpart) 
arrangements been made? 



3 (A)2 - NONPRCUECT ASSISTANCE CHECKLIST 

The criteria listed in Part A are 
applicable generally to FAA funds, 
and should be used irrespective of 
the program's funding source. 
In Part B a distinction is made 
beteen the criteria applicable to 
Economic Support Fund assistance and 
the criteria applicable to Development 
Assistance. Selection of the criteria 
will depend on the funding source for 
the program. 

CROSS REFERENCES: IS COUNTRY CHECKLIST 
UP TO DATE? HAS 
STANDARD ITEM 
CHECKLIST BEEN 
ReVIrnD? 

A. GENERAL CRITERIA FOR NONPRCUECT 
ASSISTANCE 

1. FY 1989 Appropriations Act Congressional Notification for 
Sec. 523; FAA Sec. 634A. Describe $15.0 million has been submitted 
how authorization and appropriations to the Congress and expired 
conmittees of Senate and House have without obligation on 
been or will be notified concerning 
the project. 

2. FAA Sec. 611(a)(2). If further See project checklist (attached) 
legislative action is required 
within recipient country, what is 
basis for reasonable expectation 
that such action will be completed 
in time to permit orderly 
accomplishment of purpose of the 
assistance? 

3. FAA Sec. 209. Is assistance more No 
efficiently and effectively provided 
through regional or multilateral 
organizations? If so, why is 
assistance not so provided? 
Information and conclusions on 
whether assistance will encourage 
developing countries to cooperate 
in regional development programs. 



4. FAA Sec. 601(a). Information and This is a Program targeted on 
conclusions on whether assistance encouraging and supporting reforms 
will encourage efforts of the country in public health financing. 
to: (a) increase the flow of (a) N/A 
international trade; (b) foster ( b )  N/A 
private initiative and competition; (c) N/A 
(c) encourage development and use of (d) N/A 
cooperatives, credit unison (el N/A 
and savings and loan associations; (f) N/A 
(d) discourage monopolistic practices; 
(e) improve technical efficiency of 
industry, agriculture, and commerce; 
and (f) strengthen free labor unions. 

5. FAA Sec. 601(b). Information and Private U.S. firms will participate 
conclusions on how assistance will in the Program by providing 
encourage U.S. private trade and techicians under the technical 
investment abroad and encourage assistance and training component. 
private U.S. participation in foreign 
assistance programs (including use of 
private trade channels and the services 
of U.S. private enterprise). 

6. FAA Secs. 612(b), 636(h); FY 1989 Not applicable. The GOK will 
Appropriations Act Secs. 507, 509. contribute local currency equivalent 
Describe steps taken to assure that, to the non-project dollar 
to the maximum extent possible, disbursement. The local currencies, 
foreign currencies owned by the U.S. however, will not be owned by the 
are utilized in lieu of dollars to U.S. Government. 
meet the cost of contractual and 
other services. 

7. FAA Sec. 612(d). Does the U.S. own No 
excess foreign currency of the 
country and, if so, what arrangements 
have been made for its release? 

8. FAA Sec. 601(e). Will the assistance Yes 
utilize competitive selection 
procedures for the awarding of 
contracts, except where applicable 
procurement rules allow otherwise? 

9. FAA Sec. 121(d). If assistance N/A 
is being furnished under the Sahel 
Development Program, has a 
determination been made that the 
host government has an adequate 
system for accounting for and 
controlling receipt and expenditure 
of A.I.D. funds? 



10.FY 1989 Appropriations Act 
Will assistance be designed so 
that the percentage of &men 
participants will be 
demonstrably increased? 

The Program has been designed to 
emphasize enhancement of skills of 
existing GOK personnel. To the 
extent that new positions are 
established for administration of 
cost-sharing selection of women 
will be privitized. 



B. FUNDING CRITERIA FOR NONPRQTECT 
ASSISTANCE 

1. Nonproject Criteria for Economic N/A 
Support Fund AEPRP-DFA funding 

a. FAA Sec. 531(a). Will this 
assistance promote econmic and 
political stability? To the N/A 
maximum extent feasible, is this 
assistance consistent with the 
policy directions, purposes, and 
programs of Part I of 
the FAA? 

b. FAA Sec. 531(e). Will assistance 
under this chapter be used for 
military or paramilitary activities? No 

c. FAA Sec. 531(d). Will ESF funds N/A 
made available for commodity import 
programs or other program assistance 
be used to generate local currencies? 
If so, will at least 50 percent of 
such local currencies be available 
to support activities consistent with 
the objectives of FAA sections 103 
through 106? 

d. FAA Sec. 609. If commodities are N/ A 
to be granted so that sale 
proceeds will accrue to the 
recipient country, have Special 
Account (counterpart) 
arrangements been made? 

e. FY 1989 Appropriations Act. If 
a s s i s t a n c e  is i n  the form of a cash 
transfer (a) are all such cash (a) N/A 
payments to be maintained by the 
country in a separate account and 
not to be comingled with any other 
funds? (b) will all local currencies (b) N/A 
that may be generated with funds 
provided as a cash transfer to such a 
country also be deposited in a 
special account to be used in 
accordance with FAA Section 609 
(which requires such local currencies 
to be made available to the U.S. 



government, as the U.S. determines 
necessary for the requirements of 
the U.S. Government, and which 
requires the remainder to be used 
for programs agreed to by the U.S. 
Government to carry out the purposes 
for which new funds authorized by 
the FAA would themselves be 
available )?  (c) Has Congress (c) Yes 
received prior notification 
providing in detail how the funds 
will be used, including the U.S. 
interests that will be served by 
the assistance, and, as appropriate, 
the economic policy reforms 
that will be promoted by the 
cash transfer assistance? 

2. Nonproject Criteria for Development 
Assistance 

a.FAASecs. 102(a), 111, 113, 281(a). Theprogramwillinducepolicy 
Extent to which activity will changes in health care financing 
(a) effectively involve the poor which are expected to benefit all 
in development, by expanding access Kenyans, including the poor. A 
to economy at local level, increasing covenant requiring cost sharing 
labor-intensive production and the revenues to be retained by local 
use of appropriate technology, facilities which earn such 
spreading investment out from cities revenues will assist local 
to small towns and rural areas, and government institutions. 
insuring wide participation of the Beneficiaries will include women. 
poor in the benefits of development The program has no significant 
on a sustained basis, using the regional impact. 
appropriate U.S. institutions; 
(b) help develop cooperatives, 
especially by technical assistance, 
to assist rural and urban poor 
to help themselves toward better 
life, and otherwise encourage 
democratic private and local 
governmental institutions; 
(c) support the self-help efforts 
of developing countries; (d) promote 
the participation of women in 
the national economies of developing 
countries and the improvement of wanen's 
status; and (e) utilize and encourage 
regional cooperation by developing 
countries? 



b. FAA Secs. 103, 103A, 104, 105, 106, 
120-21. Is assistance being made 
available (include only applicable 
paragraph which corresponds to 
source of funds used; if more than 
one fund source is used for 
assistance, include relevant 
paragraph for each fund source): 
(1) [lo31 for agriculture, rural (1) No 
development or nutrition; if so (a) N/A 
(a) extent to which activity is (b) N/A 
specifically designed to increase (c) N/A 
productivity and income of rural 
poor; [103A] if for agricultural 
research, account shall be taken 
of the needs of small farmers, and 
extensive use of field testing to 
adapt basic research to local 
conditions shall be made; 
(b) extent to which assistance 
is used in coordination with 
efforts carried out under 
Sec. 104 to help improve nutrition 
of the people of developing 
countries through encouragement 
of increased production of crops 
with greater nutritional value: 
Improvement of planning, research, 
and education with respect to 
nutrition, particularly with 
reference to improvement and 
expanded use of indigenously 
produced foodstuffs; and the 
undertaking of pilot or 
demonstration programs explicitly 
addressing the problem of 
malnutrition of poor and 
vulnerable people; and (c) extent 
to which activity increases 
national food security by 
improving food policies and 
management and' by strengthening 
national food reserves, with 
particular concern for the needs 
of the poor, through measures 
encouraging domestic production, 
building national food reserves, 
expanding available storage 
facilities, reducing post 
harvest food losses, and 
improving food distribution. 



. . 

(2) [lo41 for population 
planning under Sec. 104(b) or 
health under Sec. 104(c); if 
so, extent to which activity 
emphasizes low-cost, integrated 
delivery systems for health, 
nutrition and family planning 
for the poorest people, with 
particular attention to the 
needs of mothers and young 
children, using paramedical 
and auxiliary medical personnel, 
clinics and health posts, 
commercial distribution systems, 
and other modes of community 
out reach. 

(3) [I051 for education, 
public administration, or human 
resources development; if so, 
(a) extent to which activity 
strengthens nonformal education, 
makes f o m l  education more 
relevant, especially for rural 
families and urban poor, and 
strengthens management capability 
of institutions enabling the poor 
to participate in development; and 
(b) extent to which assistance 
provides advanced education and 
training of people of developing 
countries in such disciplines as 
are required for planning and 
iqlementation of public and 
private development activities. 

(4) [lo61 for technical 
assistance, energy research, 
reconstruction, and selected 
development problems; if so, 
extent activity is: 

(i)(a) concerned with data 
collection and analysis, the 
training of skilled personnel, 
research on and development 
of suitable energy sources, 
and pilot projects to test new 
methods of energy production; 
and (b) facilitative of research 

(2) The Program emphasize support for 
GOK reforms in health care financing 
intended to provide additional 
revenue to the MOH to enable it to 
reallocate existing and new resources 
to lower-cost nationwide primary/ 
preventive care delivery systems. 



on and development and use of 
small-scale, decentralized, 
renewable energy sources for 
rural areas, emphasizing 
development of energy resources 
which are environmentally 
acceptable and require minimum 
capital investment; 

(ii) concerned with technical 
cooperation and development, 
especially with U.S. private 
and voluntary, or regional and 
international development, 
organizations; 

(iii) research into, and 
evaluation of, economic 
development processes and 
techniques; 

(iv) reconstruction after 
natural or manmade disaster 
and programs of disaster 
preparedness; 

(v) for special development 
problems, and to enable proper 
utilization of infrastructure 
and related projects funded 
with earlier U.S. assistance; 

(iii) N/A 

(vi) for urban development, (vi) N/A 
especially small, labor-intensive 
enterprises, marketing systems 
for small producers, and 
financial or other institutions 
to help urban poor participate 
in econmic and social 
development. 

(5) [120-211 for the Sahelian 
region; if so, (a) extent to 
which there is international 
coordination in planning and 
inplementation; participation 
and support by African countries 
and organizations in determining 
development priorities; and a 
long-term, multi-donor development 



plan which calls for equitable 
burden-sharing with other donors; 
(b) has a determination been made 
that the host government has an 
adequate system for accounting 
for and controlling receipt and 
expenditure of projects funds 
(dollars or local currency 
generated therefrom)? 

c. FY 1989 Appropriations Act. Have No, but they will be. 
local currencies generated by the 
sale of imports or foreign exchange 
by the government of a country in 
Sub-Saharan Africa from funds 
appropriated under Sub-Saharan 
Africa, DA been deposited in a 
special account established by 
that government, and are these 
local currencies available only 
for use, in accordance with an 
agreement with the United States, 
for development activities which 
are consistent with the policy 
directions of Section 102 of the 
FAA and for necessary administrative 
requirements of the U.S. Government? 

FAA Sec. 107. Is special N/A 
enphasis placed on use of 
appropriate technology (defined 
as relatively smaller, cost-saving, 
labor using technologies that are 
generally most appropriate for the 
small farms, small businesses, 
and small incomes of the poor)? 

e. FAA Sec. 281(b). Describe extent The GOK has requested this 
to which the activity recognizes assistance. A major portion of 
the particular needs, desires, and the TA will be from Kenyans. 
capacities of the people of the 
country; utilizes the country's 
intellectual resources to 
encourage institutional development; 
and supports civic education and 
training in skills required for 
effective participation in 
governmental and political 
processes essential to 
self-government. 



f .  FAA Sec. 101(a). Does the 
activity give reasonable 
promise of contributing to  the 
development of economic resources, 
or to  the increase of productive 
capacities and self-sustaining 
economic growth? 

Yes. The Program focuses on support 
of GOK reforms the health care 
financing w i l l  result i n  a 
strengthened financial and 
institutional base w i t h i n  the MOH, 
thereby enabling it expand primary/ 
preventive health care activities 
and reallocate its budget resources 
to  ensure greater efficiency and 
quality of services. 



m 

Annex E 

- PRXRAM DESIGN S U W i R Y  
LOGICAL FRAMEmRK 

Program T i t l e  and Number: Kenya Heal th  Care Financing Program 
. (615-0245) 

I' 

~ i f e  of  Program: 16,700,000 (U.S.) 
T o t a l  US Funding: 15,000,000 (U.S.) 1 
Date prepared: May 23, 1989 

- 
XPRRhTIVE SUlYMW ORJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION IMPOTCTANT ASSUMi'TIONS 

s: 
( a )  Improve t h e  h e a l t h  s t a t u s  
of  t h e p o p u l a t i o n ,  p a r t i c u l a r l y  
women and young chi ldren;  and 
(b) Contr ibute  t o  MOH budget 
r a t i o n a l i z a t i o n .  

Prograin Purpose: 
To provide sus t a ined  increased 
f i n a n c i a l  resources  f o r  the  
t h e  d e l i v e r y  of e f f i c i e n t  
q u a l i t y  c a r e  i n  both cu ra t ive  and 
p reven t ive  h e a l t h  serv ices .  

Measures of  Goal Achievement : 
(a)  In fan t ,  young c h i l d  and maternal  
morbidity/mortal i ty decreased. 
(b) MOH budget shows cons i s t en t  s h i f t  t o  
p reven t ive /p r imry  care and non-wage 
r e c u r r e n t  c o s t s .  
(c) Guidel ines  f o r  MOH budget a l l o c a t i o n  
i n s t i t u t i o n a l i z e d .  

End of  P r o j e c t  S t a t u s  
(a )  Real loca t ion  of  resources wi th in  t h e  
MOH budget such t h a t  t h e  sha re  of  primary 
and p reven t ive  care w i l l  r i s e  by 4-5 
pe rcen t  of t h e  t o t a l  a l l o c a t e d  by 1992. 
( b )  Cost-sharing ga ins  equ iva len t  t o  
1 0  percent  of  t h e  t o t a l  a l l o c a t e d  MOH 
budget by 1992. 

(a) Census, Demographic Goal Assumptions : 
and Health Survey, and ( a )  Improvements i n  qua l i ty /  
Health Information q u a n t i t y  of h e a l t h  s e r v i c e s  
System of Ministry of ( p a r t i c u l a r l y  preventive/  
Health. primary ca re )  w i l l  l e ad  t o  
(b) MOH and MOF budget s i g n i f i c a n t  r educ t ion  morbidity/ 
documents. mor ta l i t y  and f e r t i l i t y  

reduction l e v e l s .  
(b) GOK commitment t o  budget 
r a t i o n a l i z a t i o n  program is 
sus ta ined.  
Assumptions: 

a )  MOH budget review s tudy (a)  Increased a v a i l a b i l i t y  of 
b) Financia l  records resources i n  t h e  s e c t o r ,  and 
maintained by MOH t h e  r e s u l t i n g  increzsed  use  of  
headquarters  and r e l evan t  preventive/primary care w i l l  
s e r v i c e  f a c i l i t i e s .  l ead  t o  improvements i n  h e a l t h  
c) MOH annual budget and s t a t u s .  
expenditure da ta .  b) GOK w i l l  remain committed to  

budget r a t i o n a l i z a t i o n .  
(c) GOK w i l l  remain committed t 
r ea l loca t ion  of  resource toward 
primary and p reven t ive  care. 
(d)  Cost sha r ing  revenues 
r e t a ined  by p rov ide r  f a c i l i t i e s  
used t o  rrake i m p r o v m n t  w i l l  
r e s u l t  i n  p u b l i c  wi l l ingness  
t o  pay f e e s  f o r  h e a l t h  care. 

Revised : 06/29/89 - hi# 5134M 
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PROSRAM DESIGN SUMMARY 
LOSICAL FRAMEWRK 

Outputs: , w 

1. Inplementation of Cost- 
Sharing Ref oms 
(a) Cost-recovery and related 
cost-control measures contained 
in KhY reform plan implemented. 
(b) Cost-sharing measures 
introduced in GOK health 
facilities. 
(c) Revised preinium structure 
for National Hospital Insurance 
Fund (NHIF) designed and 
inplemented. 
( d )  Mechanism and timetable 
for increasing the level of 
non-donor financing for 
preventive and primary services 
established within the MOH 
recurrent budget. 

OBJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION IMPOKCANT ASSV'TIONS 
L 

1 

Reforms Implemented: 

. MOH system for allocating increased 
proportion of financial resources 
to augment budget for preventive/primary 
services fully operational. . Administrative procedures ensuring 
access for those unable to pay for 
services operational in KNH and all MOH 
service facilities engaged in cost- 
sharing. . System for monitoring the impact of 
cost-sharing reforms on utilization of 
health services in place. . More progressive premium structure in 
place at NHIF including employer 
contributions 
1. Implementation of Cost Sharing 
(a) Kenyatta National Hospital 
- Comprehensive cost-sharing program, and 
system for managing such measures 
established with KNH. 
- At least 10 percent of KNH recurrent 
budget financed through cost-recovery 
by 1992 

(a) GOK policy documents 
(b) MOH central and 
facility level financial 
documents 
(c) HIS data and 
operations research. 
(dl Records of MOH and 
technical assistance 
contractor. 
(e) MIIF records. 
(f) MOH budgets. 

Assumptions: 

(a) GOK political climate 
favoring cost sharing does 
not change. 
(b) MOH will allocate staff 
needed to lead this design 
effort and will endorse and 
act upon the agreed on policy 
reform measures. 
(c) Introduction for cost- 
sharing at MOH facilities will 
not be met with strong adverse 
public reaction. 
(d) Introduction of 
revised fee structure at NHIF 
is accepted. 
(e) MOH will undertake redistri- 
bution of public resources to 
needy areas which do not generate 
sufficient revenues from cost 
sharing. 



PRCGRAM DESIGN SUMMARY 
LOGICAL F W W R K  

- - - - ---- pp - - 

OBJECTIVELY VERIFILL,' INDICATORS MEANS OF VERIFICATION IMPOITTANT ASSUMPTIONS 

w 

- Portion of KNH budget financed by GOK 
grants reduced by 5 and 10 percent by end 
of year two and three respectively. 

(b) MOH Service Facilities 
- Modest user charges established in 
all NOH facilities on a phased time 
schedule with 100% of revenue retained 
within district, during the LOP with a 
portion (at least 50 percent at facility) 
with the balance of these resources used 
to increase budget for primary/preventive 
Programs. 
- System for monitoring the impact of cost- 
sharing measures established, with findings 
being used to mdify fee schedules, as 
appropriate. 
(c) Health Insurance 
- Public sector providers seeking and 
receiving reimbursement from NHIF accord- 
ing to revised benefit structure. 
- NHIF reform program approved and 
implemented, including establishment of 
progressive premium structure and 
employer contributions. 

(e) GOK retains commitment to 
reduce proportion of public 
subsidy to KNH . 
(£1 GOK introduction to cost 
sharing at MOH facilities and 
KNH is approved on schedule. 
(g) Willingness and ability to 
pay for health services adequate 
to recover significant portion.. 
of costs of service.delivery. 
(h) Inappropriate use of 
hospital-based services can be 
significantly decreased by intro- 
duction of by-pass fees and 
measures. 
(i) By helping to further define 
the refomr agenda, additional 
donor resources will be leveraged 
to help implement in broad-based 
reform program in the sector. 
(j) Other donor assistance for 
complemtary inputs (e.g., 
renovation of facilities, 
equipment, etc.) will be made 
available in a timely manner. 
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PROSRAM DESIGN SUMMARY 
LOSICAL FRAMEWJRK 

NARRATFJE SUMMARY OBJECTnrELY VERIFIABLE INDICATORS MEANS OF VERIFICATION IMPORTANT ASS& =;IONS 

2. Further Definition and .- 

Implementation of the Reform 
Agenda : 
(a) Sector-wide coordination 
in health. 
(b) Overall efficiency 
improvements at KNH. 
(c) Expanded role for NHIF 
in health sector. 
(d) Donor support for on-going 
ref o m  process. 

3. Enhanced Institutional 
Capacity : 
Support for Implementation 
of Reforms. Necessary administra- 
tive systems for collection and 
ex,penditure implemented; 
baseline monitoring developed; 
systems established for increased 
efficiency. 

2. Further Defining the Reform Agenda 
(a) MOH designated Health Care Financing 
Implementation Committee fulfilling 
its mandate. 
(b) Agenda for further policy and 
institutional reforms designed to control 
costs/improve efficiency approved by GOK 
by end of CY 1991., in bth MOH and KNH. 
(c) Strategic plan encompassing the 
definition of the future role of insurance 
coverage approved by GOK in 1991. 
(d) Utilizing findings/recomendations of 
AID-financed analytical studies, firm 
commitments for donor support for reform 
program received by end of year two. 

3. Enhanced Institutional Capacity 
(a) Plan for introducing cost sharing 
at KNH through establishment of private 
wards, selected fees-for-service, and 
rental of clinic/office space for consul- 
ting physicians prepared, approved, and 
implemented. Systems for managing revenue 
generated, and exempting the medically 
indigent, established and functioning. 

(a) reports. 
(b) Service providers 
collecting and utilizing 
fees accourding to 
provided guidelines. 
(c) Improved referral 
sys tem . 
(d) Information regarding 
costs and use of six 
specialized departments 
at KNH available. 

(a) KNH records and (a) Administrators review 
reports. plans, recommendations and 
(b) Study reports, MOH make decisions to implement 
official documents, and in a timely manner. 
program mnitoring 
reports. 
(c) Study documents and 
records of NHIF. 

Revised : 0 6/2 9/89 
-W# 5134M 



PROGRRM DESIGN SUMMARY 
LGICAL ERAMEWIRK 

- - - - - - 

NARRATIVE SUlWARY OBJECTIVELY VERIFIABL , INDICATORS MEANS OF VERIFICATION IMPOiFAEPT ASSUMPTIONS 

(b) Plan for introducing user fees in - provincial/district MOH hospitals, 

health centers, and dispensaries designed, 
implemented and evaluated by end of CY 
1991. Management/accounting and waiver 
systems designed/implemented in all parti- 
cipating facilities. 
(c) NHIF: Organizational goals/objectives 
established, revised premium and benefit 
structure in place, provide quality and 
cost assessment system to establish 
reimbursement levels in place, automation 
plan implemented, and actuarial data base 

Inputs: established. 
1. Policy Reform Support - 
Dollar Disbursements - ( 1 ) USAID/GOK joint programming (a) GOK/USAID 
U,pn achievement of conditions plans for Kenya Shillings equal to Programming Documents. 
precedent and subsequent U.S. $9.7 million over life of (b) GOK Auditor General 
establishment of lo&l currency program. 
special account funds for 
disbursement to implementing 
institutions. 

audits of local currency 
programing. 

2. Technical Assistance 
Component : 
(a) Studies and Analyses (a) Studies completed, options identified (a) Study reports, MOH (b) GOK utilizes results of 
Studies and analyses, including and implementation plans approved by records and statistics. studies to make decisions 
pilot tests, required to define relevant authorities. Special studies. regarding policy and 
additional policy and institu- (b) Study reports, MOH institutional reforms. 
tional reforms needed, and steps records, and records of (c)  Appropriate GOK counterpart 
required to implement these facilities affected. staff are available to ensure 
reforms. Studies and analyses (c) Reports and MOH technical transfer. 
needed will be identified by records. 
participating donors. (d) Consultant report(s) 

action plan documents, 
contractor and MOH 

- records. 

b\ 
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PROGRAM DESIGN SUMMARY - LOGICAL FRAMEWRK 

NARRATIVE SUMMARY OBJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION IMPOKTANT ASSUYL ,TONS 
\ 

Illustrative list of priority 
issues includes: -. 
(1) Study to rgexamine and, 
possibly, redefine the roles 
played in provision and payment 
of health services by the public 
sector, private sector, 
parastatals, community, and 
foreign assistance. 

(2) Review of methods being used 
to waive fees for those unable to 
pay (e.g., administrative 
feasibility and cost, accuracy in 
identification of those unable to 
F ~ Y  

( 3 )  Study to define and establish 
systerratic mechansims for 
rational allocation of MOH 
resources consistent with stated 
priorities (e.g., primary curative 
services, administration, non-wage 
operating costs). 

( 4 )  Study of the effectiveness 
of pricing structures (e.g., 
by pass premiums) and medical 
referral rules in containing 
costs by guiding patients to be 
treated at the appropriate 
level of facility. 

(5) Review of role and 
potential contribution of 
private sector in meeting 
health targets. 



PROGRAM DESIGN SUMMARY 
LOGICAL FRAMEWRX 

- - -  

ORJECTNELY VERIFIABLE INDICATORS MEANS OF VEIUFICATION IMF'OFCt'ANT ASSUMPTIONS 

b. Institutional strengthening: 
Establish the capability to: 
(1) conduct policy and systems 
analyses in the health sector 
and monitor/evaluate impact 
of policy/institutional reforms; 
and (2) strengthen capacity of 
:(MI and MOH to operate and 
manage a cost-sharing system. 

Resources: 
Pol icy Ref o n  Support 
Technical Assistance 
Cost of Studies/Pilot Tests 
Training 
Commodities 
Cther Costs/Contingency 
Evaluation and Monitoring Costs 

b. lnstitutional,';:rengtheninq 
(1 Persons trainet ,in health policy 
and systems analysis. 
(2) System established in the MOH for 
monitoring/evaluating reform programs. 
( 3 )  Persons from KNH and selected 
provincial/district hospitals trained 
in financial planning and management 
relevant to cost-sharing. 
( 4 Through long-term technical 
assistance contractors, capacity enhanced 
within the MOH to monitor and evaluate 
the GOK's health reform agenda and its 
impact. 
(5) NHIF planning unit operational. 

C. Mid-term and final evaluations. 

9.7 million 
2.0 million 
0.3 million 
1.2 million 
0.7 million 
1.0 million 
0.1 million 
15.0 Million 

USAID and contractor (a) GOK implementing institu- 
training records. tions are able to recruit/retain 

qualified staff to manage 
Contractor reports. cost-sharing program. 
USAID mid-term and (b) Appropriate counterpart 
final evaluations - staff are available to ensure 

technical transfer. 
(c) Institutions will meet 
conditions precedent. 
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policy Reform Matrix 
~ealth Sector Reform Program 

Annex F 

Background Indicators , :  Timing 

Program Goal: 
(a) Improve the health statui 
of the population, particularly 
women and young children; 

(b) Contribute to MOH budget 
rationalization. 

Sub-Goal : 
Expand the availability and 
use of primary and preventive 
health services. 

Despite major improvements in infant and young- 
child mortality (80 and 25 per thousand 
respkctively) these levels remain unacceptably 
high. Much of this mortality is preventable 
through early diagnosis/treatment and 
preventive measures. Major causes of this 
mortality are measles, malaria, diarrhea, and 
acute respiratory hfections). Under the Sixth 
Plan (1988-1993), the GOK plans to increase 
financial allocations for primary and preventive 
health services, and to focus these resources 
on those geographic areas of greatest need. 

Infant and young child mortality 
decreased from 80 and 25 per thousand 
to 45 and 15 respectively. 

Portion of MOH budget allocated to 
primary and preventive care and for 
non-wage recurrent costs show a 
consistent shift to a more cost- 
effective level of health 
service delivery. 

Implementing a budget rationalization 
program in order to improve the efficiency 
of the delivery of government services within 
an environment of public expenditure 
restraint, is a maj~r thrust of GOK's 1986 
Sessional Paper No. 1. This Sessional 
Paper entitled Economic Management for 
Renewed Growth outlines Kenya's develop- 
ment strategy for the remainder of this 
century. Within the health sector, a 
reallocation of resources in favor of 
primary and preventive health services, as 
well as increasing resources for non-wage 



Policy Reform Matrix 
Health Sector Reform Program 

Indicators Timing 

-. operating and maintenance expenses to bring 
about improved capacity utilization, are 
expected to contribute to MOH's budget 
rationalization program. The 1986 Sessional 
Paper No. 1 envisages a gradual reduction in 
the GOK's overall fiscal deficit from a 
budgeted 4 percent of GDP in E'Y 86 to 2.5 
percent by the turn of this century, as 
necessary for stabilization of the economy. 

The government's ability to control the 
budget deficit will depend on reduced public 
spending and increased domestic resource 
mobilization. The implementation of cost 
sharing within the health sector, in 
which recipients of selected health services 
pay for part of the cost of these services, 
will eventually relieve the public sector 
burden of financing the full cost of 
such services. 



policy Reform Matrix 
Health Sector Reform Program 

Background Indicators Timing 

Overall . . Program Purpose: program purpose: 1 

TO provide sustained increased In order to  bring about increased allocations (a)  Reallocation of resources within the 
. 

financial resources for the - for primary/preventive care, and sustain MOH budget such that the share of primry 
delivery of efficient quality existing health care services (including and preventive care w i l l  rise by 4-5 
care i n  both curative and curative), steps must be taken to address percent of the allocated by 1992. 
preventive health services. address the financial crisis currently facing (b) Cost sharing gains equivalent to  

the public sector health system. Due to 10 percent of the total  allocated MOH 
the rapid expansion of the largely hospital- budget by 1992. 
based curative care system, increasing demand to 
related to  population growth, and commitment to  
"free" health care, the GOK's ability to  
adequately finance services i n  the public sector 
has become severely constrained. These fiscal 
constraints have also resulted i n  a reduction 
i n  government grants to church-related hospital/ 
health faci l i t ies ,  severly limiting their ability 
to sustain, l e t  alone expand, preventive and 
community based programs. 

Increased GOK allocations to finance 
t h i s  budgetary shortfall i n  the health sector 
appean very unlikely. Options available are to 
find ways of generating revenue through cost- 
sharing and/or contain costs through improved 
efficiency. A variety of policy and 
institutional changes w i l l  need to occur to 
achieve this  purpose. These include 



Polic Reform Matrix 
Healtt; Sector Reform Program 

Indicators Timing 

further refinement 7-d implementation bf 
reforms related to co;'.-sharing, restructuring 
of health system in th? public sector to improve 

-. efficiency, and reforms designed to encourage 
more effective use of private sector in meeting 
national health objectives. 

Policy Actions 
A. Cost-Sharing 
1. Revise GOK policy to introduce 
cost sharing and allow collection 
and retention of fees for 
services delivered in MOH 
facilities. 

2. Agreement with GOK on a 
mechanism and timetable for 
increasing the level of non-donor 
financing both in absolute and 
percentage terms, for preventive 
and primary services within the 
MOH recurrent budget. 

Since independence, GOK has been largely 
cornnitted to "free" health care in government 
facilities. To the extent that modest fees have 
teen collected,'they have reverted to the 
Treasury, providing little incentive at the 
provider level to collect and manage this 
system. To address the health financing 
crisis, widespread cost sharing (especially 
for hospital-based curative care) must be 
introduced, and a significant portion of the 
revenue retained by the facility. 

3. Implement comprehensive Though established as a state enterprise in 
cost-sharing program in 1987, to date comprehensive cost-sharing 
Kenyatta National Hospital (KNH) measures have yet to be introduced .at KNH. These 
with revenue retained by KNH. measures, in conjunction with steps to contain 

costs, must be undertaken if KNH is to improve 
quality of care, and over time decrease the 
public subsidy required. 

GOK policy revised to permit 
cost sharing in MOH facilities 
with at least 50% of the revenue 
retained by the facility, with. Nov 1989 
balance to finance primary/preventive 
programs. 
Cost-sharing introduced in Jan 1990 
MOH facilities in a phased manner. (beginning : 

KNH cost-sharing plan prepared 
and approved by GOK . NOV 1989 

Implementation of first phase of 
cost-sharing plan begins. Dec 1989 

Revised : 06/29/89 
-vJP#5134M 
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policy Reform Matrix 
Bealth Sector Reform Program 

Background Indicators Timing 

4 .  Review and revise the .. 
financial contributions to 
National Hospital Insurance.' 
3und (NHIF) to make them more 
relevant to level of health risk 
and cost of treatment. Complete 
feasibility study to determine 
the potential for expanding 
health insurance coverage in the 
private sector. 

,' 
Currently insurance finances only 5% (a) Revised WIF premium and payment JulyLAL,?9 
of national health care costs. The largest schedule approved. . 
insurer, the National Hospital Insurance Fund, (b) Implementation of revised 
covers about 900,000 contributors, their spouses, premium/payment schedule initiated. Sept 1989 
and children. The monthly fee of KShs. 20/= 
(approx. US $1.0) per month has not increased 
in over 20 years. The fee is regressive, with 
all income groups paying the same amount. 
Currently, government facilities generally 
do not seek reimbursement under the NHIF. 

Contributions are very low, do not match 
the level of health risk and cost of 
treatment. Plans are under active 
consideration to revise the benefit and 
the payment schedule. 

3. Efficiency and Cost Containment: 
The proposed program will provide - - - - 

financing to assess a varikty of 
options for improving efficiency. 
Following list is for illustrative 
purposes only. Research agenda 
will be developed with GOK, in 
consultation with interested 
donors. 

(c) Feasibility plan for further May 1991 
revisions to NHIF completed with 
timephased implementation plan. 



Policy Reform Matrix 
~ealth Sector Reform Program 

_. . . - .  . 7 .  . - .  . 3 . -  -1- PI. 

Background Indicators Timing 

1. Redefine the role of the Currently, the MOH operates 6; i,?rcent of Study reexamining the role of the May 1991 
private sector in the provision hospital beds and 7 1  percent of czalth centers private sector completed. 
of health services. - and dispensaries. The remainder of hospital 

beds, health centers, and dispensaries are 
operated mainly by the proprietary and not-for- 
profit private sector. The private sector 
participation relieves the GOK from a large share 
of the burden of providing and paying for health 
services. Further, the private sector is widely 
regarded as being more efficient in the 
provision of higherlquality services than the 
public sector. MCH/GOK policies on cost-sharing 
in public facilities, NHIF reimbursement rates 
and coverage of new groups, and referral practices 
all affect the financial viability of the private 
providers. Moreover, it is likely that movement 
of selected facilities and/or services (e.g., 
laundry, food service, selected diagnostic tests) 
currently in the public sector to the private 
sector might substantially improve quality and 
reduce costs. The GOK is interested in assessing 
the feasibility of such changes and has already 
taken some steps in this direction (e.g., 
establishment of KNH as a parastatal). 

BEST AVAILABLE COPY 
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Health Sector Reform Program 

Background Indicators Timinn, 
'. '. ' 

i '# r'- % 

2. Systematically apply pricing Substantial  evidence ex i s t s  tha t  lower leve l  Study of use of by-pass fees  Jan 1991 
mechanisms (e.  g. by-pass f e6s) health f a c i l i t i e s  a r e  by-passed by c l i e n t s  completed; recormendations 
and medical re fer ra l  rules  seeking essent ia l ly  primary care. This prac t ice  reviewed and accepted. 
t o  discourage inappropriate resu l t s  both i n  the ineff ic ient  use of secondary 
u t i l i za t ion  of secondary and and t e r t i a r y  care  f a c i l i t i e s ,  and frequently i n  
te r t ia ry  care  f a c i l i t i e s .  higher out-of-pocket costs  t o  cl ients .  

3.  Develop p i l o t  programs t o  Though many church-related and other non-profit 
irrgrove cost-recovery and health providers a r e  charging fees  fo r  selected 
improve eff ic iency i n  selected services, these fees  often do not match the  
private non-prof it f a c i l i t i e s .  costs of providing treatment. The a b i l i t y  of 

' 

these non-profit providers t o  subsidize the  
costs of preventive and comunity-based 
programs is increasingly constrained by 
declining government grants. These groups a r e  
seeking assis tance i n  analyzing options f o r  
enhancing cost  sharing. 

- Sept 1991 

4 .  Develop a s y s t e m t i c  Despite policy statements indicating a des i r e  t o  Study of a l ternat ive al locat icn May 1991 
mechanism f o r  a l locat ing MOH give p r i o r i t y  t o  primary and preventive services  mechanisms completed, preferred option 
resources consistent with and nori-wage recurrent costs,  actual spending has chosen, and preparations made for  
stated p r io r i t i e s .  continued t o  favor secondary and t e r t i a r y  implementation. 

hospital-based services an personnel costs.  The 
s tated p r i o r i t y  categories remain underfunded. 
The introduction of cost-sharing is expected t o  
bring substant ial  new resources t o  the sector.  
There is a need t o  develop procedures and a 
mechanism t o  ensure tha t  the new resources a r e  
channeled t o  t he  underfunded pr ior i ty  areas.  



Pol icy Reform Matrix 
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Background Ind ica tors  Timing 

5. Refine methods used t o  waive The planned increase i n  user ~ h B r $ ~ s  a t  KNH and Study of reconnnended options f o r  Oct 1989 
f ee s  f o r  those  unable t o  pay.' MOH hosp i ta l s  and introduction of charges a t  strengthening of current  feewaiver  

-. MOH heal th  centers and dispensar ies  w i l l  systems completed, preferred option 
necess i t a te  strengthening of refinement of chosen, and phaseone  implementation 
procedures t o  ensure access t o  se rv ices  by people plan prepared. 
of a l l  s oc i~economic  s t r a t a .  

Studies assess ing performance and making Apri l  1991 and 
reconnnendations f o r  adjustments t o  t h e  Oct 1992 
feewaiver  system completed. 

BEST AVAILABLE COPY 



1 ANNEX G 

1 CRITERIA FOR CONDITIONS PRECEDENT 

The following is an overview of the rationale for the 
conditions precedent and the criteria for the PILs to be issued 
by A.I.D. setting forth specific requirements for compliance 
with each condition precedent. The contents are necessarily 
"illustrative" in order to allow USAID to react to the evolving 
environment and data base. 

I. Disbursements related to performance of Kenyatta National 
Hospital (KNH) 

A. Rationale for Policy Conditions: 

The two key elements of the reform of KNH are the 
initiation of cost sharing and improvements in efficiency 
and quality of service. Cost sharing is expected to raise 
additional revenues and provide consumers with an 
understanding of the relative costs of services at KNH, 
while assuring access to tertiary hospital services for 
all groups in the population. At the same time, the 
cost-sharing policy will be complemented by efforts to 
improve efficiency and effectiveness. It is an assumption 
of this Program that cost-sharing measures cannot succeed 
without concurrent improvements in efficiency and 
quality. The cost-sharing plan, therefore, will contain 
elements to address both efficiency and quality. 
Efficiency improvements will contain the costs of 
providing services, make more resources available and 
reduce the financial burden to consumers (e.g., by 
reducing average length of stay). Quality improvements 
(e.g., appropriate drugs available, operating theatres 
working) will make the acceptance of consumer sharing of 
costs more palatable. 

The overall goal of both of these elements of reform is to 
decrease KNH's financial burden on the MOH/GOK budget. In 
the medium-term, this will be accomplished through cost 
sharing, as the portion of the KNH budget funded by 
consumers increases, cost containment improves, and 
efficiency measures take hold. In the longer-term, these 
measures will allow the real subsidy provided to KNH by 
the MOH/GOK budget to decline, as both cost sharing and 
cost savings (from improved efficiency) take place. 

KNH has an agenda -of reforms (arising mainly from the 
Reach/KNH Study completed in 1988) that includes both cost 
sharing and efficiency/effectiveness measures. Further, 
KNH has set priorities for the order in which it will 
undertake the reforms. 



The cost-sharing priorities are grouped under three 
headings: cost sharing for general services, for private 
wing services, and for specialized services. The goals 
for cost sharing for general services at KNH are to: 

- Raise additional revenues for the hospital by 
increasing consumer contributions well above the 
current token levels (Ksh 20 per person per year); and 

- Through the pricing structure, provide consumers with 
an understanding of the higher costs of providing 
services at KNH relative to secondary and primary 
health facilities to discourage inappropriate use. 

The goals for cost sharing for private wing services are 
to: 

- Raise revenues in excess of costs for these services 
to allow subsidization of general services; and 

- Provide KNH's physicians with a place to admit 
, private patients so that there are adequate 

incentives for them to affiliate with KNH (as opposed 
to private hospitals). 

The goals for cost sharing for specialized services are to: 

- Raise revenues for the hospital by increasing 
consumer contributions; and 

- Improve the quality and cost-effectiveness of 
services in order to attract both private wing and 
general ward patients. 

B .  I l l u s t r a t i v e  P I L  C o n t e n t :  

1. First Disbursement. 

KNH will provide USAID with an implementation plan and 
time schedule for introducing GOK approved cost-sharing 
measures within KNH. This plan should describe the 
specific cost sharing measures to be undertaken, including 
proposed fee schedules, policies on retention, 
arrangements for use and administering income generated, 
centralization of admissions and fee collection. The 
implementation plan also will identify those persons at 
KNH selected to receive training in financial 
management/accounting, some of whom will be financed under 
the technical assistance and training 



component of the Program. KNH will also conduct an annual 
review of fees based on updated cost estimates and quality 
of those services. 

The implementation plan should describe procedures for 
ensuring access for those patients unable to pay. The 
plan should describe the design and establishment of an 
on-going monitoring system to be used by KNH to assess 
changes in the number and socio-economic characteristics 
of KNH patients. The plan should provide a schedule for 
the immediate collection of baseline data to provide a 
basis against which to compare future measurements and 
describe the methodology to be used for determining the 
proportion of operating costs being recovered through cost 
sharing. The submission should include an analysis of 
baseline data and proposed targets for subsequent 
benchmarks. 

Related to cost sharing, the plan will include a report 
showing the methodologies; (1) to determine the proportion 
of operating costs being recovered through cost sharing 
and (2) to be used by KNH to decide pricing, expansion, 
and capital improvements in the private wing. The 
methodology should be based on a long-term goal of at 
least breaking-even on long-run marginal costs (the 
additional cost of providing the service including 
depreciation of capital) in the provision of private wing 
services and in the interim period not increasing the 
total or per-patient subsidy element in the pricing of 
private wing services. The methodology should include 
collection and analysis of data on: 

- Estimates of the costs of the investments and other 
activities associated with services in the private 
wing; 

- Proposed prices for services in the private wing; 

- Projected occupancy rates of beds in the private wing; 

- Projected time path to a break-even or profitability 
point; and 

- Process by which prices or the level of services 
provided will be adjusted. 



The plan should show the development of an operations and 
procedures review for specialized services. The focus of 
this review will be on improving the quality of services 
and identifying opportunities for cost containment. The 
methodology developed will be pilot-tested in one of the 
following departments or services: pharmacy, radiology, 
laboratory, sterile preparation department (SPD), theatre, 
and casualty. A report on the results of this pilot test 
will show how actual practices were evaluated against 
suggested procedures and recommend reforms to be made, if 
any. If necessary, the methodology will be adjusted based 
on findings from the pilot test. 

The documentation should confirm that the six senior 
management positions (Planning, Nursing, Clinical 
Services, Administrative Services, Finance and Personnel) 
have been filled, and that a staff position to lead the 
reform process, reporting to both the KNH Director and 
Board has been established (this may be the head of 
Planning) and filled (either by elevation or 
appointment). This position should have the authority and 
responsibility to execute reforms. Further, positions 
will be established by KNH to support the reform leader at 
a level of qualification to permit the holders to be 
delegated the coordination of reform projects. 

2. Second Disbursement. 

KNH will provide USAID with evidence that the proposed fee 
schedules, the arrangements for administering income 
generated and centralizing admissions and fee collection 
as defined in the implementation plan required for the 
first disbursement, including any modification of fees, 
are in place. This will include the personnel hired and 
the implementation of procedures as specified in the plan. 

The documentation should include an assessment of 
procedures used to ensure access for those patients unable 
to pay. This assessment will be based on the results of 
the ongoing facility-based monitoring system and a special 
study carried out jointly by KNH and the Ministry of 
Health comparing the socio-economic status of Provincial 
and District Hospital referred and non-referred patients 
to KNH patients. Further, data produced by studies 
evaluating the adequacy of access-ensuring measures at the 
Provincial and District Hospitals will be examined. If 



results of the study indicate that access-ensuring 
procedures are not performing adequately (i.e., evidence 
is found of socio-economic hindrances to use of KNH 
services), modifications to the procedures used to 
identify patients to be exonerated from fees will be 
proposed. 

The documentation should include a report to USAID showing 
that a time-phased implementation plan has been developed 
for procedures reviews for the remaining departments or 
services not assessed for the first disbursement: i.e., 
pharmacy, radiology, laboratory, SPD, theatre, and 
casualty. The KNH report will assess progress in 
achieving benchmarks established under the implementation 
plan. Finally, the report will show how actual practices 
were evaluated against procedures and identify time-phased 
steps to be taken to improve these services. 

The documentation should show that the private wing is 
breaking even on its short-run marginal costs (i.e., that 
fees adjusted for bad debt cover the additional costs of 
serving patients, not accounting for depreciation of 
capital). 

The documentation should include a feasibility analysis to 
USAID and subsequently a business plan for investments 
proposed for the establishment of a doctors' practice 
plan. The feasibility analysis should recognize that the 
doctors' practice plan will bring both direct-financial 
and non-financial benefits to KNH. For example, the 
methodology for the study should consider that 
non-financial benefits will come from attracting the 
association with KNH of the best consultants (medical 
specialists), thereby enhancing the hospital's 
reputation. Normally, the results of a feasibility 
analysis should show potential profitability to go on to 
the stage of business-plan preparation. However, given 
the non-financial benefits of the plan, feasibility- 
analysis results projecting small losses may be sufficient 
to go on to the business plan stage if non-financial 
benefits are significant. The business plan will include: 

- Estimated costs of the investments and other 
activities associated with establishing the plan; 

- Proposed prices (e.g., office rents) for services 
provided to doctors; 

- Projected occupancy rates of offices and private and 
general beds; 



- Expected time path to profitability; and 

- Time schedule for implementation. 

The documentation also will include evidence that the 
targets established in the implementation plan for the 
proportion of operating costs recovered through cost 
sharing have been met. If the targets have not been met, 
documentation of constraints preventing their realization, 
and proposed revisions should be included. 

3. Final Disbursement. 

KNH will provide USAID with evidence that benchmarks 
related to fee schedules, arrangements for administration 
of income and centralization of admissions and fee 
collection have been achieved as specified in the 
implementation plan. 

KNH will provide documentation to USAID that 
modifications, as necessary, that have been made to the 
procedures used by KNH to ensure access for those patients 
unable to pay. This documentation will be based on either 
the results of a repetition of the study described in 
response to the condition precedent for the second 
disbursement or data from the population-based monitoring 
system recommended in the World Bank Health Financing 
Mission Aide Memoire of 16 May 1989. 

The documentation should confirm that the targets 
established in the implementation plan for proportion of 
operating costs being recovered through cost-sharing have 
been met. If the targets have not been met, KNHfs written 
report will document the constraints preventing their 
realization. The documentation should show, however, that 
the private wing is breaking even on its long-run marginal 
costs (i.e., that fees (adjusted for bad debt) cover the 
additional costs of serving patients, including 
depreciation of capital). The documentation also should 
show achievement of the time schedule for implementation 
of the business plan (see condition 82) for the doctors' 
practice plan. Finally, the documentation should contain 
evidence that the implementation plan (see condition 
precedent #2) for procedures reviews has been completed 
and that reforms have been instituted in the specialized 
service departments, as recommended in the reviews. 
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11. Disbursements Related to Performance of Ministry of Health 
( MOH 

A .  Rationale for Conditions: 

The ~inis'tr~ of Health has embarked on a process of reform 
of the financing of the health sector. This reform is 
based on the institution of consumer sharing of the costs 
of providing health services through user charges. In 
addition to generating resources directly, user charges 
also can affect the efficiency with which consumers use 
services. In this way user charges can help contain 
costs. The additional resources generated for the sector 
through cost sharing are intended to be used to increase 
support for currently underfunded health services. The 
subsector most underfunded is primary and preventive 
services. 

To achieve the objective of improving support for 
underfunded services through cost sharing and cost 
containment, the user-charge system itself must work 
properly to generate revenues and contain costs. Further, 
there must be a mechanism to direct additional resources 
generated toward the underfunded services. To make the 
user-charge system work, several steps must be taken: 

- Administrative arrangements for the collection, 
safeguarding, and allocation of funds must be in 
place; 

- Quality of services for which charges are made must 
be high enough for consumers to be willing to pay for 
them: 

- Measures must be in place to ensure access to 
services to all, regardless of ability to pay; and 

- A system must be in place to monitor the impact of 
the program measures on utilization so that 
adjustments to the fee structure can be made, as 
needed. 

To provide incentives for consumers to use the appropriate 
(and efficient) level of services in the MOH system, the 
structure of user charges can be set so that more-costly 
higher-level services require the payment of higher fees. 
The use of such a fee structure, along with administrative 
measures to strengthen referral practices, would direct 
patients to the level of service at which they could be 
most efficiently treated. 



The mechanism to channel additional resources generated by 
cost sharing and cost containment to underfunded services 
must differ from the usual allocation mechanisms, since 
those mechanisms led to the underfunding in the first 
place. 

Lastly, but most importantly, the MOH plays a key role in 
the success of the sector's reform. The MOH must design 
and implement its financing reforms, monitor and evaluate 
them, and then modify them as necessary. Moreover, the 
reforms made within the MOH system affect and are affected 
by the reforms being made at Kenyatta National Hospital 
and the National Hospital Insurance Fund. In addition, 
consumers, employers, health professionals, private 
proprietary and not-for-profit providers, and 
municipalities are affected by the changes being made. It 
is the MOH's role to provide leadership for the sector as 
a whole by setting up a consistent strategy that takes 
into account the needs, wants, and abilities of all 
concerned parties. Thus, the MOH's capacity to play this 
role is critical to the success of the process. 

The MOH is committed to initiating cost sharing in its 
facilities in GOK FY 89-90. In the first year fees will 
be set at modest levels and the actual introduction of 
fees will be phased in gradually, as administrative 
arrangements are put into place. Further, the mechanisms 
for channeling additional resources to underfunded 
services will take time to set up. Thus, the expected 
revenue and cost savings and new resources flowing to 
primary and preventive services in the first year of the 
program are modest. However, the first year of the 
cost-sharing program should set the stage for the expected 
growth in revenues (as the system becomes fully 
implemented and, later, through increases in fees), 
containment of costs, and improvement of funding of 
primary and preventive services in GOK FY 90-91 and beyond. 

The conditions set for the MOH reflect the time-phasing 
and the needs of the financing reform program. In all 
instances, fine tuning of the conditions can be expected 
during implementation. Recognizing that the policy 
environment is dynamic and requires continued adjustment 
as the data base is improved, the substantive condition 
precedent will be set forth in the ProAg, with the 
detailed requirements to be contained in PILs. PIL Number 
1 shall be agreed upon and delivered at time of ProAg 
execution. Subsequent PILs will be used to reflect 
necessary modifications in the detail of compliance with 
conditionality. Provided below is illustrative PIL 
content for MOH conditions precedent. 



Illustrative PIL Content 

1. First Disbursement 

The MOH will provide USAID with an implementation plan 
which should include: 

- Schedule of fees to be used and its rationale; 

- Steps to be taken to strengthen mechanisms for fee 
collection, including audit; 

- Plan and rationale for phased introduction of fees 
(e.g., geographically or by level of facility); 

- Percentage of fees to be retained by the collecting 
facility (at least 50 percent); 

- Steps to be taken to introduce and/or strengthen 
procedures to waive fees for those unable to pay 
(strengthening to take place before the introduction 
of fees); 

- Monitoring and evaluation plans including collection 
of information on financial and economic costs of 
implementing the fee system; 

- Projections of the annualized rate of fee revenue 
generation to operating expenses; and 

- Implementation schedule. 

The plan a l s o  s h o u l d  d e s c r i b e  t h e  sys t em t o  waive  f e e s  f o r  
those unable to pay at all levels of MOH facilities, which 
system would be based on: 

- Review and evaluation of fee waiver systems currently 
used in provincial and district hospitals, NGO 
hospitals and health centers and in other sectors, 
(e.g., education); 

- Review and evaluation of studies of ability and 
willingness to pay for health services in Kenya; and 

- Analysis of the recommended options for accuracy in 
identifying those unable to pay and administrative 
feasibility. 



The plan should describe options considered and chosen for 
strengthening the system, and should include the criteria 
to be used for waiving fees at each level of the system. 

The plan should describe the monitoring and evaluation 
methods for assessing administration of the waiver system, 
including collection of information on the financial and 
economic costs to facilities implementing and clients 
complying with the system. 

The plan should describe methods for monitoring the impact 
of user-fees on access, referrals, and utilization of MOH 
facilities. The plan should describe the specific 
indicators (i.e., client characteristics), methodology to 
be employed, and persons responsible both at the central 
and facility level for collecting and analyzing these 
data. The plan should confirm that initial baseline date 
will be collected prior to initiating new user fees and 
will have appended the data collection instruments to be 
utilized. Mid-term and final benchmarks for positive 
changes in access, utilization, and referral patterns will 
be provided. 

The plan should include a report showing the breakdown of 
actual operating expenditures by the GOK on health (i.e., 
by the MOH, Municipalities, and KNH) for FY 88-89 and 
budgeted operating allocations for FY 89-90. The plan 
also should include documentation will include these 
guidelines governing the use of the cost-sharing revenues 
by the retaining facilities or teams. 

The documentation confirming that a Health Care Financing 
Implementation Committee has been established at the 
Permanent Secretary level in the MOH should include terms 
of reference for the Committee, job descriptions and 
authorization of key professional positions. The 
documentation will confirm that the position of Committee 
head has been filled and that the Committee is located so 
that it will have direct access to senior policy makers in 
the MOH. The documentation should also confirm that the 
Health Care Financing Impementation Committee secretariat 
will serve as counterparts to the long-term technical 
assistance team. 



2. Second Disbursement 

MOH will provide USAID with evidence that the benchmarks 
set under the plan have been achieved. The documentation 
concerning the second disbursement should include: 

- An actual annualized rate of revenue collection 
through cost sharing to operating expenditures on 1 
January 1991 projected to be at least 4 percent or 
such other annualized rate accepted by USAID; 

- Required revisions ,to the fee schedule to correct for 
weaknesses observed, with particular attention to 
access for those unable to pay; 

- Required revisions in administrative arrangements 
(such as fee collection, recording, and safeguarding 
procedures); audit; planning and budgeting for 
expenditures of fee revenues at all levels to correct 
for weaknesses observed in GOK FY 90-91; and 

- Projected rate of fee-collection revenues to 
operating expenditures for GOK FY 91-92 (showing a 
projected rate of at least 7 percent or such lesser 
figure as A.I.D. may determine to be adequately 
justified). 

Documentation describing the performance of the fee-waiver 
system will be based on the information produced by the 
monitoring system, and should describe: 

- Administrative costs of the system; 

- Accuracy of the system in identifying those who are 
unable to pay; 

- Procedures to ensure access for those unable to pay; 

- Revenue opportunity costs of the system (i.e., the 
fees that would have been collected if everyone had 
been able to pay); 

- Costs to consumers (e.g., time spent justifying 
eligibility for a fee waiver); 

- Recommendations for modifications of the fee-waiver 
system to take effect 1 July 1991; and 

- Recommendations for changes in the monitoring system. 



The documentation should show the breakdown of actual 
operating expenditures by the GOK on health for FY 89-90 
and budgeted operating allocations for FY 90-91. The 
documentation will describe the changes in non-primary 
curative, primary and preventive program expenditures and 
budgets for all levels of facilities and programs. The 
documentation will provide this information for both GOK 
spending alone and combined GOK and donor spending. 

The documentation should confirm that cost-sharing 
revenues retained locally were expended in accordance with 
guidelines issued by the MOH. Documentation will also be 
submitted by the MOH describing proposed modifications to 
guidelines for the spending of cost-sharing revenues for 
GOK FY 90-91, continuing emphasis on primary and 
preventive services and critically-needed and 
quality-of-care repairs to facilities and equipment. 

The documentation should confirm that a systematic 
mechanism for allocating resources has been adopted for 
phased application beginning in GOK FY 91-92. This 
mechanism will apply to MOH resources in general, and to 
the supplemental resources generated by cost-sharing in 
particular. In the latter case, resources will be 
allocated increasingly in favor of primary and preventive 
care. This mechanism will be designed to: 

- Ensure that primary and preventive services receive a 
growing share of total operating expenditures; and 

- Allocate resources among facilities and districts to 
compensate for inequalities in their health care 
needs and in their health care needs and in their 
ability to earn user-fee revenues. 

The comprehensive financing strategy developed by the MOH 
Health Care Financing Implementation Committee for the 
Kenyan health sector should include: 

- Definition of the overall goals of the health sector 
in Kenya; 

- Definition of the roles for each of the following in 
the use, provision, and financing of health services 
as they relate to health sector goals in Kenya; 

- Public sector (e.g., Ministry of Health, City 
Commissions/Municipalities); 



- Parastatals (e.g., Kenyatta National Hospital, 
National Hospital Insurance Fund); 

- Private sector (e.g., proprietary and not-for-profit 
providers, employers, cooperatives, and private 
insurers); 

- Communities; and 

- Foreign assistance. 

The documentation should include an analysis and 
definition of the roles of the various actors, considering 
the relative abilities of each to: 

- Provide different types and levels (i.e., primary, 
secondary, and tertiary, and curative, preventive, 
and promotive) of services; 

- Finance investment and operating costs, services 
provided to those unable to pay, and risk-sharing 
arrangements; and 

- Development of criteria concerning: 

- - Subsidization of services (e.g., preventive and 
promotive, chronic, etc.); groups (e.g., 
mothers, children, those unable to pay, 
refugees); and geographical areas (e.g., arid 
and nomadic); and 

- - Facility location (e.g., objectives for physical 
access, taking into account current location of 
public and private facilities). 

The documentation should describe the status of progress 
in the implementation of the time phased plan for cost 
sharing. The documentation should include copies of the 
population and facility-based monitoring reports from 1 
April 1991. The monitoring reports should include: 

- Data and analysis of patterns of utilization of all 
levels of MOH facilities, including both intensity 
(numbers of users) and access (geographical and 
socio-economic); 



- Revenues earned at each level of facility, broken out 
geographically and showing revenues not collected 
because of fee waivers and showing shortfalls in 
expected revenues from collections model from 
non-waivered clients; and 

- Data and analysis of trends, and corrective measures 
proposed for undesirable trends. 

3. Final Disbursement 

The documentation submitted to meet the third condition 
should describe the performance of the cost-sharing 
system, updating projections, and adjusting fees for GOK 
FY 92-93, as appropriate, and showing: 

- An actual annualized rate of revenue collection 
through cost sharing to operating expenditures for 
GOK FY 91-92 of a projected 7 percent; 

- Any revisions to the fee schedule and rationale 
showing how the new schedule will correct for past 
weaknesses; 

- Revisions to administrative arrangements (such as fee 
collection, recording, and safeguarding procedures; 
audit; planning and budgeting for expenditures of fee 
revenues; and fee-waiver procedures) at all levels to 
correct for weaknesses encountered in GOK FY 91-92; 
and 

- Projected rate of fee-collection revenues to 
operating expenditures for GOK FY 92-93 of a 
projected 10 percent or such lesser amount as A.I.D. 
may determine to be adequately justified. 

The documentation also should describe the performance of 
the fee-waiver system. In this respect, the documentation 
should: 

- assess the accuracy of the system in identifying 
those who are unable to pay; 

- access revenue opportunity costs of the system (i.e., 
the fees that would have been collected if everyone 
had been able to pay); 

- access costs to consumers (e.g., time spent 
justifying eligibility for a fee waiver); 



- Present recommendations for modifications of the 
systems used at each level of facility to take effect 
1 July 1993; and 

- Present recommendations for changes in the monitoring 
system. 

The documentation also should show that the final 
benchmarks contained in the monitoring plan accepted by 
AID to meet condition 1 have been achieved and provide an 
analysis of changes in utilization, referral and access 
patterns that have occurred since introduction of fees. 

The documentation should show the breakdown of actual 
operating expenditures by the GOK on health for FY 90-91 
and budgeted operating allocations for FY 91-92. The 
documentation should contain an analysis of the changes in 
non-primary curative and primary and preventive 
expenditures and budgets for all levels of facilities and 
programs. It should show that the share of operating 
expenditures allocated to primary and preventive services 
in GOK FY 91-92 have been maintained at no less than the 
FY 88-89 levels (in both GOK spending alone and for 
combined GOK and donor spending) and that the equivalent 
of fifty percent of actual cost-sharing revenues generated 
in FY91-92 were allocated to and spent on primary and 
preventive services. 

The documentation should evaluate the systematic method 
for allocating the supplemental resources generated by 
cost-sharing increasingly in favor of primary and 
preventive services. The documentation should describe 
the performance of the system in raising the share of 
operating expenditures allocated to primary and preventive 
services, versus non-primary curative services. Further, 
the documentation should make recommendations for 
revisions to the system. 

The documentation also should describe progress in 
implementing the comprehensive financing strategy for the 
Kenyan health sector developed by the MOH Health Care 
Financing Implementation Committee. In this respect, the 
documentation should include: 

- The agenda for reform developed by the MOH based on 
the sector strategy; 



- A time-phased plan for implementing the reform 
agenda; and 

- Progress made in meeting benchmarks as described in 
the plan benchmarks and recommended modifications to 
the plan. 

The documentation on progress in implementing the 
monitoring plan accepted by AID to meet conditions 1 and 2 
should describe progress in achieving the plan's 
objectives and recommend additional modifications to the 
monitoring system. Further, the documentation should 
include copies of the monitoring reports for GOK FY 
91-92. The monitoring reports should include: 

- Data and analysis of patterns of utilization of all 
levels of MOH facilities, including both intensity 
(numbers of users) and access (geographical and 
socio-economic) ; 

- Revenues earned at each level of facility, broken out 
geographically and showing revenues not collected 
because of fee waivers and under collection of 
expected revenues from non-waivered clients; and 

- Data and analysis of trends, and corrective measures 
proposed for undesirable trends. 



111. Disbursements Related to Performance of National Hospital 
Insurance Fund (NHIF) Reforms 

A. Rationale for Conditions. 

The three key elements of the reform of the National 
Hospital Insurance Fund (NHIF) are the development of a 
consensus on the medium and long term goals and objectives 
of the Fund within the larger health system in Kenya, the 
implementation of the interim reforms contained in the 
Bill currently before Parliament, and strengthening of its 
administrative and operational capacity. 

Consensus needs to be reached about NHIF1s goals and 
objectives, since there is debate over whether and how its 
influence should be used in the sector. It currently 
fulfills the role assigned to it by its charter, providing 
its contributors with access to hospitalizations, 
particularly in private care facilities. In this role, 
the NHIF has contributed and will continue to contribute 
importantly to the financial sustainability of health 
sector programs. Through this mechanism, NHIF has helped 
to finance the cost of hospital services delivered in both 
the public and private sector. 

Through the recently-approved reform program, NHIF will 
introduce a progressive fee structure, and employer 
contributions and reimbursement rates will be increased to 
bring them more in line with actual costs of delivering 
services. In the longer term, however, the Fund needs to 
consider the role it can, and should, play in providing 
coverage to non-salaried workers. In this regard NHIF 
s h o u l d  d e t e r m i n e :  

- The extent to which the NHIF should attempt to bring 
new groups (e.g., non-salaried workers) under its 
coverage; 

- The changes that should be made in benefits offered; 
and 

- The extent to which new providers should be 
registered, and the criteria to be applied, etc. 

In order to implement the recently-approved reform 
program, the NHIF will need to strengthen its management 
and administrative capacity, particularly the cost and 
actuarial data base needed to adjust premium levels and 
determine appropriate benefit packages. 



B. Illustrative PIL Content. 

1. First Disbursement. 

Documentation submitted in respect to the first 
disbursement should describe the revised (progressive) 
premium structure, employer contributions, the new 
reimbursement schedule, staff development requirements 
anticipated, and organizational changes. It should 
indicate that NHIF has taken steps to ensure that all 
public-sector health facilities eligible to claim 
reimbursement for NHIF-insured parties are aware of the 
revised payment schedule, and the procedures for claiming 
reimbursement. 

The documentation should confirm that an actuarial 
division has been established in the NHIF organization 
and that the position of division head has been 
authorized and filled. The documentation should include 
the job description of the position. It also should 
define the requirements for automation of NHIF, with 
respect to actuarial, audit, claims processing, 
accounting, and management information. ~t also should 
specify the appropriate hardware and software required 
for these systems. 

2. Second Disbursement. 

The medium and long term strategic plan should be 
presented including, among other things: 

- Definition and assessment of current and potentially 
insurable populations and strategy for reaching these 
groups; 

- Description of the benefit options to be offered and 
the premiums associated with each; 

- Identification of resources required (including 
personnel, financing, infrastructure); 

- Description of the options considered and those 
recommended for implementation; and 

- Delineation of steps to be taken, including 
identification of persons responsible, and a time 
schedule for implementing the plan. 

The plan should include a report showing that a mechanism 
for assessing registered providers' costs and quality of 



s e r v i c e s  h a s  been implemented. The documen ta t ion  s h o u l d  
d e s c r i b e  t h e  methodology and  p r o c e d u r e s  f o l l o w e d  
( i n c l u d i n g  c r i t e r i a  f o r  a s s e s s i n g  q u a l i t y ) ,  a s  w e l l  a s  
s amples  of  o u t p u t  r e p o r t s  f rom t h e  sys tem.  

3 .  F i n a l  Disbursement .  

Documentat ion c o n c e r n i n g  t h e  f i n a l  d i s b u r s e m e n t  s h o u l d  
i n c l u d e ,  among o t h e r  t h i n g s ,  a  p l a n  f o r  t h e  n e x t  s t a g e  of 
r e s t r u c t u r i n g  of  N H I F .  The p l a n  s h o u l d  i n c l u d e  a n  
a s s e s s m e n t  of  N H I F ' s  c u r r e n t  s t r u c t u r e  v e r s u s  i t s  mandate  
w i t h  r e s p e c t  t o  c o n t r i b u t o r s ,  b e n e f i t s ,  and 
r e imbursemen t s ,  s u p p o r t e d  by a c t u a r i a l  d a t a .  F u r t h e r ,  
t h e  p l a n  s h o u l d  p r o p o s e  changes  i n  t h e  s t r u c t u r e  of N H I F  
and  a  t i m e t a b l e  f o r  r e v i s i n g  t h e  N a t i o n a l  H o s p i t a l  
I n s u r a n c e  A c t  t o  accomodate  t h o s e  changes .  



ANNEX H 

A. Required Actions: The only legislative action necessitated 
by the Kenya HCF Program relates to the National Hospital 
Insurance Fund. It is anticipated that the National Hospital 
Insurance Act Chapter 255 will be amended as follows: (See 
original act attached). 

1. Change of the NHIF to a State Corporation; 

2. Change in the rate of contributions and benefits; 

3. Change in the types of investment NHIF will be able to 
make; and 

4. Change in the approval process for Board of Trustees 
approval of future changes in contribution/benefits, and 
coverage of beneficiaries. 

B. Timing: The necessary legislative enactments have proceeded 
as follows: 

June 6, 1989: Draft Amendment Act 255 was sent to the Minister 
of Health. 

June 12, 1989: Forwarded to the Attorney General's (AG) Office 
for review. 

The next steps are for the AG to concur and publish the amended 
Act and for the Minister for Health to present the Act to 
Cabinet for their review and comment. 

The Act is on the docket to be acted upon during this session of 
Parliament, i.e., June 13 to July 31, 1989. The draft amendment 
has already been reviewed by a sub-committee of Parliament and 
their comments incorporated. Delays in Parliament approval are 
not anticipated. 

At the latest, by July 31, 1989, Parliament is expected to 
approve the Act and forward it to the President for signature, 
whose signature is usually obtained within two weeks. The Act 
is then sent to the AG's Office to sign the Act into Law. The 
signed Act is then sent to the Minister for Health for gazetting 
by August/September 1989. 

(NOTE: If the Bill does not pass through legislative action 
during this session of Parliament, it will appear on the docket 
for the next session in September. The sequence would be the 
same but the law would not come into effect until 
November/December 1989. 



C. Program Impact: There is high political pressure to move 
the Health Care Financing Reform Agenda; therefore, we do not 
anticipate any major GOK delays in amending the Act. 

However, in the event of such, it would not adversely affect the 
overall HCF Program because the three implementing organizations 
have separate conditionality. Therefore, a delay in NHIF reform 
agenda will not affect the pace of reform at the MOH or KNH. 
Furthermore, NHIF's interim reform agenda is a first step in the 
direction of additional major changes in the Fund planned over 
the coming 18 months. The bulk of NHIF's activity during this 
timeframe center on strategic planning and internal efficiency 
changes that can take place without an amendment to the Act. 
Thus, planned HCF support to NHIF under the technical assistance 
component can continue and certain administrative/management 
changes can be made. 

Ideally, the law needs to be in effect at the latest in May 1991 
to avoid any significant negative impact on this aspect of the 
financing program. Therefore, it is our opinion that AID should 
make the judgement that it is reasonable to expect that the 
legislative actions necessitated by the Reform Program will be 
accomplished in a timely fashion. 



Annex I. 

Kenya Heal th  Finance Mission 

F i n a l  Aide-Memoire 

16 May 1989 

A World BanklUSAIDIUNICEF miss ion  l ed  by Mr. N.  Burne t t  (World Bank) 
and inc lud ing  M s .  L. Alexandre and Messrs. Bennett ,  Forgy, Franey, G e r t l e r ,  
Hopkinson, and Vogel ( c o n s u l t a n t s )  v i s i t e d  Kenya from A p r i l  24 t o  May 15. 
The miss ion ' s  o b j e c t i v e s  were t o  review t h e  cos t - shar ing  measures t h a t  t h e  
Government of Kenya is  in t roduc ing  i n  t h e  h e a l t h  s e c t o r ,  t o  i d e n t i f y  
measures t o  accompany cos t - sha r ing  ( e s p e c i a l l y  a t  Kenyat ta  Na t iona l  
H o s p i t a l ) ,  and t o  he lp  develop a  program of  s t u d i e s  f o r  f u r t h e r  s e c t o r a l  
reform. 

The Government's t i g h t  budgetary s i t u a t i o n  w i l l  permi t  it only  t o  
ma in t a in  t h e  r e a l  l e v e l  of  p u b l i c  spending on h e a l t h  f inanced  from gene ra l  
revenues. While t h i s  has l e d  t o  t h e  emphasis on cos t - sha r ing  a s  a  source  
of a d d i t i o n a l  resources ,  t h e  miss ion  agreed wi th  t h e  Government t h a t  t h i s  
s i t u a t i o n  a l s o  warran ts  an increased  emphasis on p reven t ive  and family 
p lanning  measures and on improving e f f i c i e n c y ,  both a l l o c a t i v e  and 
managerial .  Donor suppor t  f o r  t h e  Government's program is proposed from 
USAID, w i t h  a  Heal th  Care Financing Program t o  be agreed by September 1989, 
and from t h e  World Bank, w i th  an  I D A  investment p r o j e c t  a t  Kenyatta 
Na t iona l  Hosp i t a l  (KNH) t o  be appra i sed  dur ing  1989190 and an I D A  h e a l t h  
p o l i c y  o p e r a t i o n  t o  fol low.  

This  aide-memoire summarizes t h e  recommendations made by miss ion  and 
t h e  agreements and understandings it reached wi th  t h e  Government. I n  doing 
s o ,  t h e  miss ion  has been concerned t o  cons ider  t h e  impact of  proposed 
changes i n  t h e  p u b l i c  s e c t o r  on t h e  h e a l t h  c a r e  system a s  .a whole, 
i nc lud ing  p r i v a t e  and vo lun ta ry  providers .  

A. P o l i c y  Context and Super-vision 

A L e t t e r  of  Heal th Po l i cy  from t h e  Government w i l l  be p a r t  of t h e  
documentation f o r  t h e  Bank p r o j e c t  a t  KNH and w i l l  s e rve  t o  l i n k  it t o  t h e  
subsequent p o l i c y  operation. To prepare for  the l e t t e r ,  a high l e v e l  
Pol i cy  Review Meeting w i l l  be he ld  i n  t h e  f i r s t  week of  August a t  t h e  s t a r t  
of t h e  next  Bank mission.  A d r a f t  l e t t e r  w i l l  be prepared by t h e  
Government du r ing  t h e  miss ion ' s  s t a y .  The p re sen t  miss ion  l e f t  w i th  t h e  
Min i s t ry  of  Heal th  (MOH) examples of p o l i c y  l e t t e r s  and some i d e a s  about 
t h e  p o s s i b l e  con ten t  of t h e  Government's l e t t e r  (Annex 1 ) .  

The e x t e n t  of  t h e  va r ious  reforms under way and planned,  no tab ly  but  
by no means e x c l u s i v e l y  t h e  i n t r o d u c t i o n  of u se r  charges ,  is such t h a t  t h e  
miss ion  has agreed w i t h  MOH t h a t  a  s p e c i a l  po l i cy  supe rv i so ry  u n i t  should 
be e s t a b l i s h e d ,  headed by a  f u l l - t i m e  s e n i o r  o f f i c i a l  r e p o r t i n g  t o  t o p  
depar tmenta l  management, charged w i t h  oversee ing  t h e  ongoing and planned 
reforms. 

. .  . - 

I t  was f u r t h e r  agreed t h a t  t h e r e  would be no Government r e g u l a t i o n  of 
t h e  f e e s  charged by p r i v a t e  h e a l t h  providers .  



. . - 8. User Charges.  

P r i n c i p l e s .  p r i n c i p l e s  were agreed  f o r  u s e r  cha rge s  a t  p u b l i c  s e c t o r  
h e a l t h  f a c i l i t i e s  (Annex 2 ) .  User c h a r g e s  w i l l  be phased i n ,  w i t h  a  f i r s t  
phase  i n  1989190. 

Implementat ion d u r i n g  1989190. The miss ion  agreed w i t h  t h e  
Government on  t h e  g o a l s ,  t im ing ,  g e n e r a l  l e v e l s ,  p r o t e c t i o n  o f  t h e  poor ,  

~ ~ 

a d m i n i s t r a t i o n ,  mon i to r i ng  and expend i t u r e  p r i o r i t i e s  o f  u s e r  f e e s  dur ing  
t h e  f i r s t  phase:  

1. Goals.  The g o a l s  f o r  1989190 a r e  t o  g a i n  p u b l i c  a ccep t ance ,  t o  
e s t a b l i s h  a  p rope r  s t r u c t u r e  o f  i n c e n t i v e s ,  t o  pu t  i n  p l a c e  
a d m i n i s t r a t i v e  p rocedu re s  t o  c o l l e c t  and spend f e e s  and t o  permi t  
f r e e  f o l l o v u p  v i s i t s  and r e f e r r a l s ,  and t o  en su re  t h a t  a l l  members o f  
s o c i e t y ,  i n c l u d i n g  t h e  poo r ,  c o n t i n u e  t o  have a c c e s s  t o  c a r e .  

2. Timing. Fees  w i l l  be announced b e f o r e  t h e  end of 1988189 bu t  
implementat ion w i l l  no t  t a k e  p l a c e  u n t i l  ( a )  a n  a d m i n i s t r a t i v e  
s t r u c t u r e  is i n  p l a c e  t o  c o l l e c t  f e e s  and a l l ow  f r e e  fol low-up v i s i t s  
and r e f e r r a l s ;  ( b )  a  f a c i l i t y - b a s e d  moni to r ing  sys tem i s  e s t a b l i s h e d ;  
( c )  a  sys tem f o r  a u d i t i n g  f a c i l i t i e s '  f e e  c o l l e c t i o n  i s  s e t  up; ( d )  
p rocedures  a r e  implemented t o  waive t h e  f e e s  f o r  t h e  poor ;  and ( e )  
agreement i s  reached between t h e  Government and m u n i c i p a l i t i e s  t h a t  
t h e  l a t t e r  w i l l  i n t r o d u c e  t h e  same s chedu l e  of f e e s .  These 
a d m i n i s t r a t i v e  arrangements  a r e  e s s e n t i a l  t o  t h e  smooth f u n c t i o n i n g  
o f  t h e  u s e r  cha rge  program and hence t o  i ts  accep tance  by t h e  pub l i c .  
While t h e y  w i l l  t a k e  s e v e r a l  months t o  e s t a b l i s h  and w i l l  f i r s t  be  
implemented a t  h o s p i t a l s ,  which a l r e a d y  have f e e  c o l l e c t i o n  
procedures  i n  p l a c e ,  t h e  e n t i r e  f e e  c o l l e c t i o n  sys tem should  be 
o p e r a t i n g  f u l l y  by t h e  end of  1989190. The pe r i od  between 
announcement and implementat ion w i l l  a l s o  be  used f o r  a n  i n t e n s i v e  
program o f  p u b l i c  e d u c a t i o n  about  t h e  o b j e c t i v e  o f  c h a r g i n g  f e e s  t o .  
improve q u a l i t y .  

2. Fee Levels .  Tab l e  1 i l l u s t r a t e s  a  f e e  s t r u c t u r e  t h a t  is 
c o n s i s t e n t  w i t h  t h e  agreed  p r i n c i p l e s  and g o a l s  f o r  1989190. Fees 
i n c r e a s e  w i t h  t h e  l e v e l  o f  c a r e ,  bu t  o u t p a t i e n t s  r e f e r r e d  t o  h ighe r  
l e v e l s  a r e  no t  charged.  Nominal r e g i s t r a t i o n  f e e s  at t h e  lowest  
l e v e l  o f  c a r e  d e t e r  unnecessa ry  u t i l i z a t i o n  bu t  a r e  low enough f o r  
t h e  v a s t  m a j o r i t y  of people  t o  a f f o r d .  I n  o r d e r  t o  promote t h e  b e s t  
h e a l t h  outcomes,  t h e  f e e  s t r u c t u r e  a l l ows  f r e e  f o l l o v u p  v i s i t s ,  
p r e v e n t i v e  and f ami ly  p l ann ing  v i s i t s ,  and v i s i t s  by c h i l d r e n  under 5 .'* 

who have a n  immunization c a r d  and whose immunizations a r e  on record  
a t  d i s p e n s a r i e s  and h e a l ~ h  c e n t r e s .  A p o l i c y  r e g a r d i n g  n o t i f i a b l e  
d i s e a s e s  should  be developed.  Fees w i l l  be c o l l e c t e d  i n  advance; f o r  
i n p a t i e n t s ,  t h i s  w i l l  j u s t  be a  d e p o s i t .  



Table 1 
Kenya: lnl t l a l  Structure of Health Care Fees 

(KSh) 
Kenyatta 

Leve lo fServ lce  IOlspen-I Heal th;  0 l s t . I  Prov. I N a t l o ~ l  
I s a r y I  Center I H ~ p l t a l  ltbaltal f tbspl ta l  

TypeofServlce . I I I I I I 

;-I I I I I I 1 

1 .Reelstrat Ion, per l l lness: I I t I 
I 

Qll ldren under 5 I (a) I (a) 120, but 0 130, but 0 I 0, as only 
Adults and over 5 1 5 1 5 1 I f  refer. I I f  refer. I by referral  

I I 1 I I 
I I 

Z.(Xrtpatlent, curatlve (b) : 0 : 0 Idlagcsed ldlagmsed f 50 
I I 
I I& treated I& treated I 
I I I I I 
I I 

3.(Xrtwt,preventlve(c) f O I  0 I 0 I 0 I 50 
I I I I I 

I I 

4.(Xrtpatlent, c a m l t y  (d) I HA I 0 1 60 1 100 1 200 
I I I I I 
1 I I I I 

S.(Xrtpatlent, drugs (e) I I I I I I I I I 

Chlldren under 5 I 5 ;  10 I 10 f 10 1 10 
Adul t s  and over. 5 1 10 f 10 1 10 I 10 f lot 

I I I 1 I 
I 

6.lwatIent. general I HA1 10 1 2 0  1 3 0  f l m ( f )  
per QY I 

I I w 50 I ou 100 1 mhx 150 ) 
I I m r : 0  1 I I 

1 I 

7.Iwat lent .  amenlty 1 M I  HA I NA 1 2 0 0  I (g) 
per QY 1 I I I I 

I I I I 

8. Imatlent. maternity 1 40 1 50 1 60 I 100 1 200 + 
I 
I I refer: 0 I refer: 0 :  refer: 0 I dal ly rate 
I 1 I I 
I I I a I refer: 0 

9. Imatlentspeclalservlcel  HA: NA I (h) I (h) :persched. 
I I I I 
I I I ;s tab1 lshed 
I I I I I 
I I I I 

lO.Inpatlent,drugs(I) I NA; 0 0 I 0 I 0 

FOOTHOTES : 
(a) Chl ldren lnder 5 mt charged I f  lmmnlzatlon card presented. 

MPerwlse adult reglstratlon fee appl Its. 
(b) Reglstratlon fee already pald. 
(c) Reglstratlon fee walved for 

Inrmnlzatlons. ante-natal care, faml l y  p lannlq.  
Conslderatlon needed for  m t l f  lable diseases. 

(d) True emergency cases t o  be free; fee Is for those who 
use casualty as after-hours treatment f acl l l ty. 

( e l  I f  physlclan ce r t l f  les chrmlc I l lness. free ref 1 l I s  for 1 year. 
( f )  Cmslderat lm may be glven t o  a maxlmun nunber of days. 
(g) K 9  800 per day for  VIPsulte; KSh 600 for s l q l e  room: 

KSh 400 for  general amenlty ward. Nm-Kenyans wwld pay KSh 1.300. 
900. and 600 far the same a c c m d a t  lors. 

(h) Initially, m fee for  servlces a t  Dlst. and Prov. Hospitals 
- because of la& of data. Fees charged In s&sewent phases af ter  data 

for fee schedules for  these servlces Is developed. 
(I) Drug costs Included In the dalely rate. 



I n  o rde r  t o  t i e  t h e  f e e s  t o  valued s e r v i c e s ,  t h e r e  w i l l  be nominal 
charges f o r  drugs.  Thought needs t o  be given t o  whether t o  charge 
f o r  p reven t ive  drugs such  a s  chloroquine.  Amenity ward charges may 
no t  cover  c o s t s  i n  t h i s  f i r s t  y e a r ,  a s  information on such c o s t s  i s  
no t  y e t  a v a i l a b l e .  Fees a r e  expected t o  i n i t i a l l y  gene ra t e  t h e  
equ iva l en t  of  3-4 pe rcen t  of  t h e  Minis t ry  of Heal th ' s  r e c u r r e n t  
budget on an annual ized  b a s i s .  

3. P r o t e c t i n g  t h e  Poor. E x p l i c i t  procedures w i l l  be in t roduced  t o  
ensure  t h a t  t h e  poor a r e  a b l e  t o  o b t a i n  care .  R e g i s t r a t i o n  f e e s  a r e  
s e t  a t  very  low l e v e l s  a t  t h e  d i spensa r i e s  and h e a l t h  c e n t r e s .  Free 
fol lowups and r e f e r r a l s  t o  h igher  l e v e l s  of c a r e  ensu re  access  t o  
o u t p a t i e n t  ca re .  Moreover, t h e r e  w i l l  be  no charges f o r  c h i l d r e n  
under f i v e  who present  an  immunization card  o r  f o r  f ami ly  planning 
s e r v i c e s .  The e x i s t i n g  formal procedure t o  waive f e e s  f o r  t h e  poor 
w i l l  be cont inued a t  each f a c i l i t y  but  w i l l  be r e g u l a r l y  audi ted  t o  
minimise chea t ing .  Because of t h e  r e f e r r a l  system, t h e r e  w i l l  be no 
waiving of  o u t p a t i e n t  f e e s  a t  t h e  h igher  l e v e l s  of c a r e .  A t  t h e  
lowest  l e v e l  f a c i l i t i e s ,  w i t h  t h e  lowest f e e s ,  few waivers  w i l l  be 
r equ i r ed ;  a  h ighe r  p ropor t ion  of i n p a t i e n t  f e e s  w i l l  be waived. 

4. Adminis t ra t ion .  A t  each f a c i l i t y ,  a  c e n t r a l i z e d  admissions 
l o c a t i o n  w i l l  a l low t h e  f e e  and monitor ing informat ion  t o  be 
c o l l e c t e d  and a  r e c e i p t  i s sued .  A t  t h i s  po in t ,  waivers  f o r  t h e  poor 
w i l l  be determined and i s sued .  The p a t i e n t  w i l l  then  s e e  a  medical 
c a r e  p rov ide r ;  i f  a followup v i s i t  o r  r e f e r r a l  is  necessary ,  t h e  
provider  w i l l  i n d i c a t e  t h i s  on t h e  r e c e i p t .  

5. Monitoring. A populat ion-based monitor ing system w i l l  be put  i n  
p l ace  a s  qu ick ly  a s  p o s s i b l e  t o  complement t h e  f a c i l i t y - b a s e d  
monitor ing t o  be in t roduced  ahead of charges.  This  monitor ing w i l l  
be used t o  a s s e s s  t h e  e f f e c t  of f e e s  on t h e  poor and t o  ga ther  t h e  
informat ion  needed f o r  f u t u r e  adjustments  t o  f ee s .  The Minis t ry  of 
Heal th  has reques ted  t h e  World Bank t o  p re sen t  d e t a i l e d  op t ions  f o r  
implementation of  t h e  monitor ing system and t o  coo rd ina t e  donor- 
f i nanc ing  ( s e e  o u t l i n e  terms of r e f e rence  i n  Annex 3 ) .  The Minis t ry  
of  Finance endorsed t h i s  reques t  and asked t h e  World Bank t o  p lan  t h e  
populat ion-based monitor ing system i n  t h e  l a r g e r  con tex t  of t h e  
e f f e c t s  on s o c i a l  we l f a re  of u se r  charges i n  a l l  s e c t o r s  and 
suggested a  followup miss ion  w i t h i n  t h e  next two months. 

6 .  Expenditure  P r i o r i t i e s .  A s i g n i f i c a n t  p o r t i o n  (50-752) of t h e  
f e e s  c o l l e c t e d  a t  each f a c i l i t y  w i l l  be made a v a i l a b l e  t o  improve t h e  
q u a l i t y  of c a r e  a t  t h e  f a c i l i t y ,  without  any commensurate reduct ion  
i n  t h e  funds i t  r e c e i v e s  from MOH. Equal ly,  M O H ' s  funding from the  
Min i s t ry  o f  Finance should  not  be reduced as  revenues begin  t o  
accrue.  The remainder of t h e  f e e  revenues w i l l  be d iv ided  among 
d i s t r i c t ,  p r o v i n c i a l  and n a t i o n a l  h e a l t h  a u t h o r i t i e s  t o  be used t o  
i nc rease  spending on p reven t ive  s e r v i c e s  and t o  improve q u a l i t y  a t  
f a c i l i t i e s  t h a t  may no t  i n i t i a l l y  r a i s e  much from f e e s  a s  they  a r e  
l oca t ed  i n  poor a r eas .  To guide t h e  expenditure  of revenues 
genera ted  from u s e r  f e e s ,  a  system of  guide l ines  w i l l  be introduced 
t o  enable  l o c a l  o f f i c i i 3 l s  t o  determine q u a l i t y  enhancing p r i o r i t i e s  + 
a t  t h e  f a c i l i t y  l e v e l .  The mission found t h a t  t h e  q u a l i t y  o f  c a r e  a t  



p r o v i n c i a l  and d i s t r i c t  h o s p i t a l s  was low, l a r g e l y  because  o f  a  l a c k  
o f  r e c u r r e n t  funds  f o r  s u p p l i e s  and maintenance.  A s i m i l a r  system 
w i l l  a l s o  be needed t o  de te rmine  p r e v e n t i o n  e x p e n d i t u r e s  and 
s u b s i d i e s  t o  p o o r e r  d i s t r i c t s .  

I t  was agreed  among t h e  Government, t h e  World Bank and USAID t o  
r e f o c u s  s l i g h t l y  t h e  t e rms  of r e f e r e n c e  o f  t h e  P r o v i n c i a l  and D i s t r i c t  
Hea l t h  S e r v i c e s  S tudy ,  scheduled t o  s t a r t  i n  June ,  s o  t h a t  its o u t p u t s  
would i n c l u d e  recommendations on a l t e r n a t i v e  p rocedures  f o r  admiss ions  and 
f e e  c o l l e c t i o n ,  r e f e r r a l s  and follow-up v i s i t s ,  and de t e rmin ing  spending 
p r i o r i t i e s  a t  t h e  f a c i l i t y  l e v e l .  T h i s  s t u d y  w i l l  a l s o  g e n e r a t e  c o s t  d a t a  
e s s e n t i a l  f o r  f u t u r e  ad jus tments  t o  c h a r g e s ,  e s p e c i a l l y  f o r  ameni ty  wards. 
A second phase o f  t h e  s t u d y  - a s  y e t  unfunded - should  focus  on  spending 
p r i o r i t i e s  and t h e  budge ta ry  and management system a t  t h e  d i s t r i c t ,  
p r o v i n c i a l  and n a t i o n a l  l e v e l s ;  o u t l i n e  t e rms  of  r e f e r e n c e  w i l l  be provided 
i n  t h e  m i s s i o n ' s  f i n a l  r e p o r t .  

Subsequent  Implementat ion.  Based on i n i t i a l  expe r i ence  as i n d i c a t e d  
by t h e  mon i to r i ng  sys tem,  t h e  f e e  s t r u c t u r e  and a d m i n i s t r a t i v e  system w i l l  
be a d j u s t e d  i n  f u t u r e .  Expected changes  i n c l u d e  r a i s i n g  most f e e s ;  
p o s s i b l y  lower ing  f e e s  a t  some l e v e l s  o f  c a r e  and i n  some geographic  a r e a s  
t o  p r o t e c t  t h e  poor;  a d j u s t i n g  t h e  r e l a t i v e  f e e  l e v e l s  a c r o s s  l e v e l s  o f  
c a r e  t o  improve i n c e n t i v e s  f o r  a p p r o p r i a t e  u se  o f  f a c i l i t i e s ;  and 
i n t r o d u c i n g  d i f f e r e n t i a l  drug p r i c i n g  accord ing  t o  t h e  number o f  d rugs  
i nc luded  i n  t h e  p r e s c r i p t i o n  and whether  t h e s e  i n c l u d e  a n t i b i o t i c s .  
Revenues from f e e s  w i l l  r ise s i g n f i c a n t l y  over  t ime  and may u l t i m a t e l y  be 
expec ted  t o  r e ach  15-202 of t h e  M i n i s t r y  o f  Hea l t h ' s  r e c u r r e n t  budget .  A 
community-based waiver  system f o r  t h e  poor  w i l l  be i n t roduced ,  perhaps  
admin i s t e r ed  under  one  program t h a t  w i l l  app ly  a l s o  t o  o t h e r  Government 
s e r v i c e s  such  a s  e d u c a t i o n  and wa t e r  supp ly .  S p e c i f i c  s e r v i c e  f e e s  (e .g .  
f o r  s u r g e r y ,  l a b  work o r  X-rays) may be  i n t roduced  a t  t h e  secondary  l e v e l .  
Charges f o r  d rugs  may be  f u r t h e r  r e f i n e d  and r e l a t e d  more t o  c o s t s .  
Amenity ward cha rges  w i l l  be  r a i s e d  t o  more t h a n  cover  c o s t s ;  t h e  
Government agreed  t h a t  it would n o t  be  a d v i s a b l e  t o  b u i l d  newamen i ty  wards 
u n t i l  cha rge s  cove r  c o s t s  a t  e x i s t i n g  p r o v i n c i a l  h o s p i t a l  wards.  

C. N a t i o n a l  H o s p i t a l  I n su rance  Fund 

The m i s s i o n  h a s  reviewed NHIF's proposed r e s t r u c t u r i n g  and t h e  
comments made by t h e  M i n i s t r i e s  of Hea l t h  and Finance and concluded t h a t  
t h e  proposed changes a r e  n e i t h e r  f i n a n c i a l l y  v i a b l e  nor  a d m i n i s t r a t i v e l y  
f e a s i b l e .  S u f f i c i e n t  i n fo rma t ion  is no t  a v a i l a b l e  on p a t t e r n s  o f  h e a l t h  
c a r e  u t i l i z a t i o n  of  t h e  proposed new membership c a t e g o r i e s  t o  a c t u a r i a l l y  
a s s e s s  p o t e n t i a l  l i a b i l i t y .  Even exc lud ing  them, proposed b e n e f i t s  - 
e s p e c i a l l y  t h o s e  a s s o c i a t e d  w i t h  o u t p a t i e n t  c a r e  - w i l l  c r e a t e  l i a b i l i t i e s  
g r e a t e r  t h a n  t h e  funds  a v a i l a b l e  from c o n t r i b u t i o n s .  While t h e  c u r r e n t  
manual p r o c e s s  f o r  r e g i s t e r i n g  c o n t r i b u t o r s  and p r o c e s s i n g  c l a ims  is  
adequa t e ,  t h e  a d d i t i o n a l  workload impl ied  by t h e  proposed b e n e f i t  changes 
could n o t  be  a c c o m o d a t e d  manually and t h e  i n t r o d u c t i o n  of  au tomat ion  is a t  
l e a s t  a  yea r  away. 

Accord ing ly  t h e  Goverrunent and NHIF w i l l  adopt  a  phased 
implementatiort  p l a n  t h a t  wi.11 p r o t e c t  t h e  f i n a n c i a l  v i a b i l i t y  o f  t h e  Fund 



w h i l e  a l l o w i n g  t i m e  t o  c o l l e c t  t h e  n e c e s s a r y  soc ioeconomic ,  demographic and 
u t i l i z a t i o n  d a t a  on e x i s t i n g  and proposed c o n t r i b u t o r s  and t o  d e f i n e  
a u t o m a t i o n  r e q u i r e m e n t s ,  p r o c u r e  equipment and t r a i n  s t a f f .  

Changes f o r  1989/90.  I n  t h e  f i r s t  phase  of  t h i s  p l a n ,  t o  be  
i n c o r p o r a t e d  i n  a  b i l l  t o  be approved by P a r l i a m e n t  by 1 J u l y  1989: 

- C o n t r i b u t i o n s  w i l l  be  based on  15 income g r o u p s  u n t i l  
a d m i n i s t r a t i v e  p r o c e d u r e s  have been changed t o  f a c i l i t a t e  a p p l i c a t i o n  
o f  a s t r a i g h t  p e r c e n t a g e  o f  a c t u a l  income; t h e  m i s s i o n  f i n d s  no 
r e a s o n  t o  r a i s e  c o n t r i b u t i o n s  above a  l e v e l  e q u i v a l e n t  t o  a b o u t  2% of  
income. 

- Membership w i l l  be  compulsory o n l y  f o r  c u r r e n t  c o n t r i b u t i o n  
c a t e g o r i e s ;  

- Employers w i l l  be r e q u i r e d  t o  c o n t r i b u t e  10% o f  t h e  t o t a l  amount of  
c o n t r i b u t i o n s  d e d u c t e d  from employees;  

- B e n e f i t s  w i l l  c o n t i n u e  t o  be  l i m i t e d  t o  i n p a t i e n t  c a r e ;  

- A copayment e q u a l  t o  t h e  c h a r g e  o f  t h e  f i r s t  f u l l  day  o f  i n p a t i e n t  
c a r e  w i l l  c o n t i n u e  t o  be  a s s e s s e d ;  

- Reimbursement t o  a l l  p r o v i d e r s  w i l l  be doub led ,  based  on  c u r r e n t  
l e v e l s  o f  payment u n t i l  b e t t e r  c o s t  and q u a l i t y  d a t a  a r e  a v a i l a b l e  
f o r  s p e c i f i c a l l y  a d j u s t i n g  r a t e s ;  

- Genera ted  r e s e r v e s  w i l l  be r e s t r i c t e d  t o  t h e  a l t e r n a t i v e  u s e s  
s p e c i f i e d  i n  t h e  T r u s t e e  Ac t ;  

- The t e r m s  o f  s e r v i c e  o f  t h e  T r u s t e e s  on  t h e  NHIF Board w i l l  be 
s t a g g e r e d  t o  e n s u r e  c o n t i n u i t y ;  

- A d d i t i o n a l  s t u d i e s  w i l l  be c a r r i e d  o u t  and a s s i s t a n c e  s o u g h t  t o  
b u i l d  a  n a t i o n a l  consensus  on NHIF's o b j e c t i v e s  and i t s  r o l e  i n  
h e a l t h  p o l i c y ;  a s s e s s  t h e  p o t e n t i a l  o f  s h a r i n g  s e r v i c e s  ( e .g .  
c o l l e c t i o n  o f  c o n t r i b u t i o n s )  w i t h  t h e  N a t i o n a l  S o c i a l  S e c u r i t y  Fund; 
d e v e l o p  a n  a c t u a r i a l  d a t a b a s e ;  a n a l y s e  t h e  l a b o r  marke t  e f f e c t s  o f  
employer c o n t r i b u t i o n s ;  implement au tomat ion ;  d e v e l o p  a p r o v i d e r  
q u a l i t y  and c o s t  r e p o r t i n g  sys tem f o r  e s t a b l i s h i n g  reimbursement 
l e v e l s ;  and d e v e l o p  a  phased implementa t ion  p l a n  f o r  f u t u r e  reforms.  
These a c t i v i t i e s  s h o u l d  be used t o  r a t i o n a l i z e  v a r i o u s  p o l i c y  
o b j e c t i v e s  ( e .g .  t h e  u s e  o f  i n s u r a n c e  payments and t h e  c r o s s -  
s u b s i d i z a t i o n  o f  p u b l i c  f a c i l i t i e s )  s o  t h a t  t h e y  c a n  be  i n c o r p o r a t e d  
i n  t h e  p l a n  f o r  f u t u r e  reforms.  

Subsequen t  Implementat*. Using t h e  a c t u a r i a l ,  p r o v i d e r  q u a l i t y ,  
c o s t  and h e a l t h  p o l i c y  i n f o r m a t i o n  a v a i l a b l e  from t h e  recommended s t u d i e s  
performed d u r i n g  t h e  f i r s t  phase  o f  implementa t ion ,  i t  i s  e n v i s i o n e d  t h a t  
s u b s e q u e n t  r e fo rm o f  NHIF w i l l  f o l l o w  q u i c k l y  and i n c l u d e  expand ing  t h e  
membership t o  o t h e r  c a t e g o r i e s  o f  c o n t r i b u t o r s ,  an  i n c r e a s e  i n  t h e  scope  
and magni tude o f  b e n e f i t s ,  and a n  ad jus tment  i n  re imbursement  l e v e l s  t o  
r e f l e c t  d i f f e r e n c e s  among p r o v i d e r s  i n  q u a l i t y  and c o s t .  These  b 



m o d i f i c a t i o n s  w i l l  i n c l u d e  changes t h a t  i n c o r p o r a t e  e x p l i c i t  p o l i c y  
o b j e c t i v e s ,  f o l l owing  a . d e c i s i o n  on t h e  broad purpose o f  NHIF. 

D. K e n y a t t a  N a t i o n a l  H o s p i t a l  

I n  l a t e  1988 t h e  KNH Board adopted a  P l a n  of P o l i c y  and I n s t i t u t i o n a l  
Reform, f o l l owing  a  USAID-financed s t udy .  The P l a n ' s  p r i o r i t i e s  (Annex 4 )  
a r e  l o g i c a l l y  and p r a c t i c a l l y  c o n s i s t e n t  and should  improve t h e  e f f i c i e n c y  
and e f f e c t i v e n e s s  o f  d e l i v e r e d  s e r v i c e s .  The Board may wish  t o  c o n s i d e r  
modifying t h e  S t a f f  Welfare  p r i o r i t y  t o  i n c l u d e  employees more b road ly  and 
t o  f o c u s  on t h e  improvement of o v e r a l l  morale .  

Genera l  P rog re s s  o f  t h e  Reform. Some p r o g r e s s  h a s  been made i n  
r e h a b i l i t a t i n g  and r e p l a c i n g  i n s t a l l a t i o n s  and i n  i n t r o d u c i n g  v e r y  l i m i t e d  
u s e r  f e e s .  Otherwise ,  implementat ion ha s  p rog re s sed  s lowly .  I n  p a r t ,  t h i s  
h a s  been t h e  r e s u l t  o f  f a c t o r s  o u t s i d e  t h e  c o n t r o l  o f  KNH, i n c l u d i n g  a  l a c k  
o f  f und ing ,  M O H ' s  s l ow  handover o f  s t a f f ,  and g e n e r a l  u n c e r t a i n t y  r ega rd ing  
t h e  i n t r o d u c t i o n  o f  u s e r  charges .  However, KNH ha s  been handicapped by 
d e v o t i n g  o n l y  l i m i t e d  personne l  r e s o u r c e s  s p e c i f i c a l l y  t o  implementing t h e  
re form and t h i s  ha s  f u r t h e r  slowed implementat ion.  Thus o r g a n i z a t i o n a l  
r e s t r u c t u r i n g  ha s  y e t  t o  t a k e  p l a c e ,  s e n i o r  managers a r e  n o t  appoin ted ,  and 
a u t h o r i t y  has  no t  y e t  been de l ega t ed .  Even though f i n a n c i a l  r e sou rce s  a r e  
s t i l l  t o  be committed by donors ,  it is  impe ra t i ve  t h a t  KNH move more 
q u i c k l y  t o  s t r e n g t h e n  a d m i n i s t r a t i v e  p rocedures  and o v e r a l l  management. No 
f u r t h e r  s t u d i e s  a r e  nece s sa ry  f o r  implementa t ion  t o  proceed.  

I t  was agreed  t h a t  reform a c t i v i t i e s  shou ld  c o n t i n u e  t o  focus  on 
s t r e n g t h e n i n g  f u n c t i o n a l  and a d m i n i s t r a t i v e  p rocedures  t o  improve t h e  
management and d e l i v e r y  of h e a l t h  c a r e  i n  a n t i c i p a t i o n  of improvements t o  
equipment and t h e  p h y s i c a l  p l a n t .  A s  soon a s  new management is  i n  p l a c e ,  
t h e  Board w i l l  e s t a b l i s h  t i m e t a b l e s  f o r  con t i nued  implementat ion o f  t h e  
P l an  o f  Reform and t h e s e  t i m e t a b l e s  w i l l  be s t r i c t l y  fol lowed.  A d d i t i o n a l  
s t a f f  r e s o u r c e s  w i l l  be  devoted t o . , t h e  reform. 

I n  a d d i t i o n  t o  t h e  e x i s t i n g  p r i o r i t i e s ,  KNH w i l l  develop a  c o s t  
a ccoun t i ng  system,  de te rmine  manpower requ i rements  and develop a  s t a f f i n g  
p l a n ,  and p r e p a r e  a d o c t o r s '  p r a c t i c e  p l a n .  These w i l l  be i n i t i a t e d  by KNH 
management w i t h  some i n t e r m i t t e n t  t e c h n i c a l  a s s i s t a n c e .  A s  i n  t h e  p a s t ,  a  
committee team w i l l  be e s t a b l i s h e d  w i t h  d i r e c t  r e s p o n s i b i l i t y  f o r  
development and implementation.  

User Fees .  The g e n e r a l  p r i n c i p l e s  t o  gu ide  t h e  implementat ion of  
u s e r  f e e s  i n  MOH f a c i l i t i e s  w i l l  app ly  a l s o  a t  KNH (Annex 2 ) .  A s  i t  is a  
t e r t i a r y  c a r e  c e n t r e ,  i ts  c o s t s  a r e  h i g h e r  p e r  ep i sode  of i l l n e s s  and s o  
i t s  use  must be  r e s t r i c t e d  t o  t h o s e  who cannot  be t r e a t e d  a t  lower l e v e l s  
o f  t h e  h e a l t h  c a r e  system. Its f e e s  should  t h e r e f o r e  be some gradua ted  
m u l t i p l e  o f  t h o s e  e l sewhere  i n  t h e  sys tem,  a s  w e l l  a s  r e f l e c t  i n t e r n a l  
c o s t s  o f  p roduc t ion .  P r i v a t e  Wing f e e s  shou ld  e v e n t u a l l y  more t h a n  cover  
c o s t s ,  w i t h  t h e  r e s u l t i n g  s u r p l u s  a v a i l a b l e  t o  improve t h e  Wing and t o  
s u b s i d i z e  o t h e r  p a r t s  o f  t h e  Hosp i t a l .  



The miss ion  has  reviewed t h e  f e e  schedule proposed by KNH management 
t o  t h e  Min i s t ry  of Heal th  i n  1987 and has  agreed w i t h  KNH and MOH on t h e  
i n t r o d u c t i o n ,  l e v e l s  and admin i s t r a t i on  of new f e e s :  

1. Timing. The new f e e  s t r u c t u r e  w i l l  be implemented immediately 
a f t e r  t h e  Government9s announcement of a  countrywide system f o r  
h e a l t h  u s e r  f e e s .  Implementation should not  be  postponed, a s  an 
approved f e e  schedule  w i l l  a l r eady  e x i s t  and t h e  a d m i n i s t r a t i v e  
s t r u c t u r e  i s  i n  p l ace .  

2. Level  and S t r u c t u r e .  The d i s t i n c t i o n  between Kenyans and non- 
Kenyans w i l l  be maintained.  The f e e  l e v e l s  proposed i n  1987 w i l l  be 
a d j u s t e d  f o r  i n f l a t i o n ,  r e s u l t i n g  i n  a  gene ra l  ward i n p a t i e n t  f e e  of 
KSh 100 pe r  day. Fees i n  t h e  P r i v a t e  Wing f o r  Kenyans w i l l  be r a i s e d  
much nea re r  t o  c o s t s ,  c u r r e n t l y  es t imated  a t  KSh 1,500 pe r  day. 
Suggested f e e s  by ca tegory  of rooms a r e  a s  fo l lows:  KSh 400 pe r  day 
f o r  6-bed p r i v a t e  wards, KSh 600 f o r  p r i v a t e  rooms, and KSh 800 f o r  
t h e  VIP s u i t e .  (Once q u a l i t y  has been enhanced, and t h e  P r i v a t e  Wing 
provides  compet i t ive  s e r v i c e s ,  t h e  f e e s  w i l l  be  a d j u s t e d  t o  r e f l e c t  
c o s t s  u n t i l  such t ime a s  capac i ty  has  been reached and they  a r e  
r a i s e d  t o  a  l e v e l  t h a t  genera tes  p r o f i t s ) .  This  should occur  
r e l a t i v e l y  r ap id ly .  The proposed 26-category p r i c i n g  s t r u c t u r e  f o r  
s p e c i a l i z e d  s e r v i c e s  w i l l  be s i m p l i f i e d  t o  13 c a t e g o r i e s  (Annex 5 ) .  
Charges w i l l  be in t roduced  f o r  drugs.  

3. Adminis t ra t ion .  Revenue o f f i c e r s  i s s u i n g  numbered r e c e i p t s  w i l l  
cont inue  t o  c o l l e c t  f e e s  a t  t h e  ward and department l e v e l s .  There 
w i l l  a l s o  be a  cen t r a l .  a d m i n i s t r a t i v e  u n i t  t o  coo rd ina t e  e l e c t i v e  and 
c a s u a l t y  admissions and t h e  o v e r a l l  f e e  c o l l e c t i o n  e f f o r t  s o  a s  t o  
a f f i r m  t h e  f i n a n c i a l  i n t e g r i t y  of  each ward and c l i n i c .  Outpa t ien ts  
r e f e r r e d  t o  KNH from lower l e v e l s  of  t h e  h e a l t h  system w i l l  not  be 
r equ i r ed  t o  pay f o r  ca re .  A community-based system w i l l  be 
in t roduced  t o  i d e n t i f y  t h e  poor i n  o r d e r  t o  waive f e e s .  

F a c i l i t i e s  Assessment. The p re sen t  phys i ca l  environment and 
f a c i l i t i e s ,  wh i l e  w e l l  planned and adequately dimensioned, r e f l e c t  t h e  
m u l t i p l e  consequences of i nappropr i a t e  a r c h i t e c t u r a l  des ign ,  i n s u f f i c i e n t  
investment  i n  maintenance and r e p a i r ,  and n e g l e c t f u l  use.  Ser ious  
s t r u c t u r a l  d e f e c t s  and i n s c a l l a t i o n  problems inc lude :  

- I n  s e v e r a l  b locks ,  f l a t  roof c o n s t r u c t i o n  has leaked f o r  yea r s ,  
s e r i o u s l y  damaging f a c i l i t i e s ,  i n s t a l l a t i o n s  and equipment i n  
important  nurs ing  and c l i n i c a l  a r e a s  such a s  wards,  X-ray and 
o p e r a t i n g  t h e a t r e s .  

- The Tower Block's t o i l e t s  a r e  i n a p p r o p r i a t e l y  a r ranged  which, 
t o g e t h e r  wi th  i n s u f f i c i e n t  c l ean ing ,  has  l ed  them t o  malfunct ion and 
b lock ,  s e r i o u s l y  a f f e c t i n g  hygiene. 

- Extensive leakages  i n  t h e  steam and medical gas  r e t i c u l a t i o n s  
s e r i o u s l y  waste resources .  



. - Diagnos t i c  equipment is u n r e l i a b l e  and m a t e r i a l s  r e q u i r e d  f o r  i t s  
u s e  a r e  i n  s h o r t  supply ,  a f f f e c t i n g  t h e  e f f i c i e n c y  w i t h  which 
p a t i e n t s  can  be  diagnosed,  t r e a t e d  and d i scharged .  

Some depar tments  a r e  g r o s s l y  under-dimensioned, n o t a b l y  t h e  p e d i a t r i c  
c a s u a l t y  o b s e r v a t i o n  ward which a t  t i m e s  exceeds  i t s  o r i g i n a l  p a t i e n t  
d e s i g n  c a p a c i t y  by up t o  400%. Other  s e r i o u s l y  overcrowded depar tments  a r e  
med i ca l  and s u r g i c a l  casua l - ty ,  m a t e r n i t y  d e l i v e r y  and m a t e r n i t y  wards ,  t h e  
d i s p e n s a r y  and t h e  r eco rds .  The q u e s t i o n  can  be  r a i s e d  whether  t h i s  
overcrowding i n d i c a t e s  t h a t  KNH is s t i l l  used f o r  pr imary h e a l t h  c a r e  
f u n c t i o n s  by t h e  l o c a l  p o p u l a t i o n  and whether  t h i s  r e s u l t s  i n  t h e  
unaccep t ab l e  admiss ion  t o  a  t e r t i a r y  p r o v i d e r  o f  p a t i e n t s  r e q u i r i n g  lower 
l e v e l  c a r e .  

The mi s s ion  h a s  agreed  w i t h  KNH management on p r i o r i t i e s  f o r  
i nves tmen t s  which a r e  a c t i o n s :  

1 - where p r e s e n t  unsafe  c o n d i t i o n s  t h r e a t e n  t h e  wel l -be ing  o f  t h e  
occupan t s ;  
2  - t o  improve unaccep tab le  h y g i e n i c  and f u n c t i o n a l  c o n d i t i o n s ;  
3  - t o  r e p a i r ,  and where nece s sa ry  r e p l a c e ,  e x i s t i n g  b u i l d i n g s ,  
i n s t a l l a t i o n s  and equipment ; and 
4  - t o  improve t h e  d i a g n o s t i c  and t r e a t m e n t  c a p a b i l i t i e s .  

Annex 6 is a  p r i o r i t i z e d  list of  t h e  r e s u l t i n g  p r o j e c t s .  Its p r i n c i p a l  
components a r e  r e p a i r i n g  and r e p l a c i n g  a s  nece s sa ry  r o o f s ,  c e i l i n g s ,  doors  
and windows, f l o o r  f i n i s h e s  and equipment;  e x t e n s i v e  r e f u r b i s h i n g  of 
s e r v i c e s  and medica l  ga s  r e t i c u l a t i o n s ;  t h e  e x t e n s i o n  and upgrading of  t h e  
P r i v a t e  Wing and d o c t o r s '  o f f i c e s ;  t h e  p r o v i s i o n  o f  adequa te  space  f o r  
workshops; and p e d i a t r i c  c a s u a l t y .  A f o u r  y e a r  investment  program of  8.6 
m i l l i o n  Kenyan pounds is  c a l l e d  f o r ,  w i t h  2.3 m i l l i o n  i n  t h e  f i r s t  y e a r ,  
2.9 i n  y e a r  2 ,  2.1 i n  y e a r  3 ,  and 1.4 i n  y e a r  4. 
KNH w i l l  a l s o  have f u r t h e r  investment  needs o u t s i d e  t h e  p h y s i c a l  p l a n t  and 
equipment ,  e .g .  f o r  a  management i n fo rma t ion  system,  b u t  t h e  mi s s ion  ha s  
n o t  examined t h e s e  i n  deta i .1 .  

World Bank P r o j e c t .  To f u r t h e r  p r e p a r e  a  World Bank f inanced  p r o j e c t  
f o r  K N H ,  it was agreed  t h a t  t h e  Bank would send a  p r e p a r a t i o n  miss ion  i n  
e a r l y  August and t h a t  by t h a t  d a t e  t h e  H o s p i t a l  would have appoin ted  s e n i o r  
managers,  implemented t h e  u s e r  charge  s chedu l e ,  and de s igna t ed  a  s e n i o r  
o f f i c a l  as P r o j e c t  Coord ina tor ,  r e p o r t i n g  t o  a  s m a l l  committee i n c l u d i n g  
b o t h  a d m i n i s t r a t i v e  and eng inee r i ng  management and w i t h  r e p r e s e n t a t i o n  from 
MOH . 
E. Program of  F u r t h e r  Ana lys i s .  

D e t a i l e d  s u g g e s t i o n s  f o r  s t u d i e s  needed t o  p r e p a r e  f o r  f u r t h e r  reform 
w i l l  be con t a ined  i n  t h e  f i n a l  miss ion  r e p o r t .  A s  no ted ,  no f u r t h e r  
s t u d i e s  a r e  needed a t  KNH. I n  a d d i t i o n  t o  t h e  P r o v i n c i a l  and D i s t r i c t  
Hea l t h  S e r v i c e s  S tudy ,  t h e  Cost-Shar ing Monitor ing System and t h e  i n su rance  
s t u d i e s  d i s c u s s e d  above, t h e  mi s s ion  agreed  w i t h  MOH t h a t  f u t u r e  work 
shou ld  cover  t h e  h e a l t h  s e c t o r  investment  program; f i n a n c i a l  management; 
t h e  procurement and d i s t r i b u t i o n  of d rugs ;  h e a l t h  manpower, educa t i on  and 
t r a i n i n g ;  and improved h e a l t h  and management i n fo rma t ion  systems.  



I n  a d d i t i o n ,  once a  procedure f o r  s e t t i n g  spending p r i o r i t i e s  a t  MOH 
f a c i l i t i e s  ha s  been developed under t h e  P r o v i n c i a l  and D i s t r i c t  Hea l th  
Se rv i ce s  Study,  it should be app l i ed  t o  o t h e r  f a c i l i t i e s  and a  d e t a i l e d  
p l a n  developed t o  improve q u a l i t y  a t  MOH f a c i l i t i e s .  

F. Next Steps .  

The World Bank w i l l  send a  d e t a i l e d  r e p o r t  of  i t s  f i n d i n g s  t o  t h e  
Government a s  soon a s  p o s s i b l e ,  w i l l  f u r t h e r  exp lo re  t h e  o r g a n i z a t i o n  and 
funding of  t h e  monitor ing system, and w i l l  send a  mi s s ion  i n  e a r l y  August 
t o  p repa re  a  p r o j e c t  a t  KNH and t o  ho ld  f u r t h e r  d i s c u s s i o n s  on h e a l t h  
p o l i c y  and t h e  monitor ing system. This  w i l l  be a f t e r  t h e  Government has  
announced t h e  i n t r o d u c t i o n  of  u se r  charges  and amendments t o  t h e  Nat ional  
Hosp i t a l  Insurance  Fund. 

The Government and t h e  Bank w i l l  ho ld  a  one day Heal th  Po l i cy  Review 
Meeting a t  t h e  s t a r t  of t h e  August miss ion  t o  p repa re  f o r  t h e  w r i t i n g  of a 
l e t t e r  of h e a l t h  po l i cy .  

The Government w i l l  e s t a b l i s h  a  h e a l t h  p o l i c y  s u p e r v i s o r y  u n i t  i n  t h e  
Min i s t ry  of Hea l th ,  headed by a  f u l l - t i m e  s e n i o r  o f f i c i a l  r e p o r t i n g  t o  t o p  
depar tmenta l  management. 

KNH w i l l  pu t  s e n i o r  managers i n  p l a c e  and appoin t  a  P r o j e c t  
Coord ina tor  ahead of  t h e  August mission.  
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L e t t e r  of  Heal th Pol icy  

Note f o r  t h e  Minis t ry  of Heal th  

May 10, 1989 

I t  i s  now a  r o u t i n e  procedure f o r  t h e  World Bank's borrowers  t o  
provide l e t t e r s  of s e c t o r a l  p o l i c y  t o  accompany Bank and I D A  lending.  I n  
Kenya, f o r  i n s t a n c e ,  t h i s  has  a l r eady  been done f o r  a g r i c u l t u r e  and 
i n d u s t r y  and i s  c u r r e n t l y  i n  process  f o r  t h e  f i n a n c i a l  s e c t o r .  Severa l  
examples from va r ious  c o u n t r i e s ,  inc luding  Kenya, a r e  a t t a c h e d .  Such 
l e t t e r s  a r e  normally addressed t o  t h e  P re s iden t  of  t h e  Bank from t h e  
r e l e v a n t  Min i s t e r .  A s  t hey  c o n s t i t u t e  commitments, t hey  a r e  normally 
approved by c o u n t r i e s '  s e n i o r  p o l i t i c a l  l e v e l s ,  t y p i c a l l y  t h e  Cabinet .  

The World Bank i s  cons ide r ing  f inanc ing  an investment  p r o j e c t  a t  
Kenyat ta  Nat iona l  H o s p i t a l  a s  a  f i r s t  s t e p  i n  a  program o f  suppor t  f o r  
reform i n  Kenya's h e a l t h  s e c t o r .  This  is  on t h e  assumption t h a t  c o s t -  
sha r ing  measures a r e  in t roduced  i n  t h e  h e a l t h  s e c t o r  du r ing  1989190, a long 
t h e  l i n e s  now being d i scussed  wi th  t h e  multi-donor h e a l t h  f i nanc ing  
mission.  The Bank a n t i c i p a t e s  f u r t h e r  support  f o r  p o l i c y  r e f o m  i n  t h e  
f u t u r e  through a  s e c t o r a l  ope ra t ion .  The KNH and s e c t o r a l  ope ra t ions  
should thus  be seen  a s  two elements i n  a  continuum of suppor t  f o r  reform i n  
Kenya's h e a l t h  s e c t o r .  I n  o r d e r  t o  a s s i s t  f i t t i n g  t h e  proposed KNH 
o p e r a t i o n  i n t o  a  broader  program of reform, it is proposed t o  hold a  one- 
day Heal th  Po l i cy  Review Meeting a t  t h e  beginning of t h e  p r e p a r a t i o n  
mission f o r  t h e  KNH o p e r a t i o n ,  t e n t a t i v e l y  scheduled f o r  August. The 
Review Meeting could d i s c u s s  t h e  documentation t h a t  w i l l  come o u t  of t h e  
p r e s e n t  h e a l t h  f i nanc ing  miss ion ,  t h e  broad d i r e c t i o n  of reform i n  t h e  
h e a l t h  s e c t o r ,  and how t h e  KNH reform and investment program f i t  i n t o  t h i s .  
It is proposed t h a t  inmedia te ly  fol lowing t h e  Review Meeting, t h e  
Government could d r a f t  a  l e t t e r  of h e a l t h  po l i cy  f o r  d i s c u s s i o n  wi th  t h e  
Bank be fo re  t h e  p r e p a r a t i o n  mission departed some two weeks l a t e r .  I t  is 
recommended t h a t  a t tendance  a t  t h e  Review Meeting should be l i m i t e d  t o  a  
smal l  number o f  t hose  d i r e c t l y  concerned wi th  h e a l t h  p o l i c y ,  i nc lud ing  t h e  
M i n i s t e r ,  PS ,  DMS and s e n i o r  o f f i c i a l s  of t h e  Min i s t ry  of Heal th ,  t h e  
Chairman of t h e  Board, D i r e c t o r  and s e n i o r  o f f i c i a l s  o f  KNH, and 
r e p r e s e n t a t i v e s  of t h e  Nai robi  C i t y  Commission, t h e  Na t iona l  Hosp i t a l  
Insurance Fund, and t h e  m i n i s t r i e s  of Finance and Planning.  

The t o p i c s  t h a t  a  l e t t e r  of h e a l t h  po l i cy  might c o n t a i n  could 
inc lude  : 

1. The broad p o l i c y  and macroeconomic con tex t ,  r e f e r r i n g  t o  Ses s iona l  
Paper No. 1 ,  t h e  1989-93 Development Plan and t h e  P o l i c y  Framework 
Paper,  t h e  c o n s t r a i n t s  on pub l i c  expenditure ,  and preceding  s e c t o r a l  
o p e r a t i o n s  i n  a g r i c u l t u r e ,  i ndus t ry  and f inance.  

2.  The broad h e a l t h  s t a t u s  and problems of Kenya, i nc lud ing  progress  
over  t ime.  The Government's h e a l t h  ob jec t ives  and t a r g e t s .  

3. The major p o l i c i e s  t o  achieve h e a l t h  o b j e c t i v e s ,  desc r ibed  where 
p o s s i b l e  w i th  s p e c i f i c  a c t i o n s  proposed and d a t e s :  
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- mobi l iz ing  a d d i t i o n a l  resources  through cos t - sha r ing  ( u s e r  
charges ,  i n su rance  and community c o n t r i b u t i o n s ) .  
- us ing  charges  t o  a l l o c a t e  resources  e f f i c i e n t l y  - improving t h e  e f f i c i e n c y  o f  p u b l i c  expendi ture  on h e a l t h  
( through improved management, r e a l l o c a t i o n s  from personnel  t o  
non-personnel r e c u r r e n t  spending,  improving t h e  drug procurement 
and d i s t r i b u t i o n  system, improving t h e  r e f e r r a l  system, 
developing a p u b l i c  s e c t o r  investment program, e t c ) .  
- p u t t i n g  p r i o r i t y  on p reven t ive ,  promotive and primary h e a l t h  
s e r v i c e s  and r e a l l o c a t i n g  expendi ture  toward them. 
- developing p o l i c i e s  t o  encourage t h e  e f f i c i e n t  p rov i s ion  of 
s e r v i c e s  by p rov ide r s  o u t s i d e  t h e  Government: t r a d i t i o n a l  h e a l t h  
p rov ide r s ,  t h e  p r i v a t e  s e c t o r ,  t h e  vo lun ta ry  s e c t o r ,  
m u n i c i p a l i t i e s ,  and p a r a s t a t a l s  l i k e  KNH. 

4. The s p e c i f i c  r o l e  of XlJH i n  t h e  h e a l t h  system and t h e  r a t i o n a l e  
f o r  d i r e c t i n g  i n i t i a l  World Bank f inanc ing  toward it. 
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AGREED PRINCIPLES FOR THE IMPLEMENTATION OF USER FEES 

1. The u l t i m a t e  o b j e c t i v e  of t h e  program is  t o  improve h e a l t h  s t a t u s .  
To do s o ,  more r e s o u r c e s  p e r  ill pe r son  a r e  r equ i r ed .  A t  p r e s e n t ,  and f o r  
t h e  f o r e s e e a b l e  f u t u r e ,  a d d i t i o n a l  g e n e r a l  t a x  revenues  a r e  unava i l ab l e .  
The re  a r e  s e v e r a l  o t h e r  avenues ,  however, which t h e  Government w i l l  pursue  
v i g o r o u s l y .  The g r e a t e s t  i n c r e a s e  i n  r e sou rce s  p e r  ill pe r son  can  be  
ach i eved  by reduc ing  t h e  number of ill people ;  f o r  t h i s  t h e  pr imary p o l i c y  
i n s t r u m e n t s  a r e  p r e v e n t i o n  and f ami ly  p lann ing .  A second s o u r c e  is  t h e  
r e d u c t i o n  o f  c o s t s  t h rough  improved management and by p r o v i d i n g  i n c e n t i v e s  
f o r  p a t i e n t s  t o  s e e k  t h e  most c o s t - e f f i c i e n t  l e v e l  o f  c a r e .  I n  t h e  same 
v e i n ,  more r e s o u r c e s  a r e  a v a i l a b l e  t o  t r e a t  t h e  ill i f  t h e r e  is no 
unnecessa ry  u t i l i z a t i o n ;  i n c e n t i v e s  t o  s e e k  t h e  a p p r o p r i a t e  l e v e l  of  c a r e  
and t o  minimize unnecessa ry  u t i l i z a t i o n  can  be  ach ieved  t h rough  t h e  p roper  
s t r u c t u r i n g  of  u s e r  f e e s .  These t ypes  o f  s a v i n g s ,  and t h e r e f o r e  
i n c e n t i v e s ,  shou ld  app ly  t o  t h o s e  covered by i n su rance  and o t h e r  prepayment . 

s chemes ' a s  w e l l  a s  t o  t h e  g e n c r a l  p u b l i c .  Thus, u s e r  c h a r g e s  a r e  a  
n e c e s s a r y  p a r t  o f  any i n su rance  and prepayment p l an .  Indeed,  i n su rance  is 
no t  a  s u b s t i t u t e  f o r  u s e r  cha rge s  b u t  r a t h e r  a  complement. An a d d i t i o n a l  
means o f  r a i s i n g  r e s o u r c e s  is th rough  u s e r  cha rge s ,  i n s u r a n c e  p l a n s  and 
community c o n t r i b u t i o n s ,  c o n s i s t e n t  w i t h  t h e  Harambee t r a d i t i o n .  F i n a l l y ,  
r e t u r n i n g  t o  t h e  p r imary  g o a l ,  t h e  amount of  h e a l t h  u l t i m a t e l y  improved 
w i l l  depend o n  how e f f e c t i v e l y  t h e  new revenues  a r e  used  t o  r a i s e  t h e  
q u a l i t y  o f  c a r e  and t o  expand p r e v e n t i v e  s e r v i c e s .  

2. A s i g n i f i c a n t  p o r t i o n  (50-752) o f  u s e r  f e e -gene ra t ed  revenues  w i l l  
be  r e t a i n e d  by t h e  f a c i l i t y  c o l l e c t i n g  them t o  improve i ts  q u a l i t y  of c a r e .  
Before  t h e  revenues  a r e  s p e n t ,  each  f a c i l i t y ,  t o g e t h e r  w i t h  MOH, w i l l  
e s t a b l i s h  a  l ist  o f  p r i o r i t i e s  f o r  improving q u a l i t y ,  v i s i b l y  l i n k e d  t o  
s e r v i c e s  be ing  purchased by p a t i e n t s  (e .g .  drug a v a i l a b i l i t y ,  w a i t i n g  
t i m e ) .  The r e t a i n i n g  o f  revenues  w i l l  no t  r e s u l t  i n  any d e c l i n e  i n  MOH 
s u p p o r t  t o  t h e  f a c i l i t y  and hence w i l l  i n c r e a s e  t h e  t o t a l  fund ing  of  t h e  
f a c i l i t y .  The 25-502 o f  revenues t h a t  is no t  r e t a i n e d  by t h e  f a c i l i t y  w i l l  
b e  used t o  i n c r e a s e  t h e  funding  of  p r e v e n t i v e  programs and t o  improve t h e  
q u a l i t y  o f  c a r e  a t  facilities l o c a t e d  i n  poo re r  d i s t r i c t s .  Over t i m e ,  t h e  
p r o p o r t i o n  of  revenues  r e r a i n e d  f o r  t h e  f a c i l i t y ' s  u se  may b e  a d j u s t e d  i n  
t h e  l i g h t  of  p r o g r e s s  i n  improving q u a l i t y .  

3. The f e e  s t r u c t u r e  and l e v e l s  w i l l  ( a )  g e n e r a t e  revenue  s u f f i c i e n t  
t o  improve q u a l i t y ;  ( b )  p rov ide  i n c e n t i v e s  f o r  i n d i v i d u a l s  t o  s e e k  t h e  
a p p r o p r i a t e  l e v e l  o f  c a r e ,  i nvo lv ing  h i g h e r  f e e s  a t  h i g h e r  l e v e l s  of  t h e  
h e a l t h  c a r e  system,  waived i f  an o u t p a t i e n t  is r e f e r r e d  t o  a  h i g h e r  l e v e l ;  
( c )  cove r  an  ep i sode  o f  i l l n e s s ;  ( d )  be s e t  a t  z e ro  f o r  p r e v e n t i v e  s e r v i c e s  
and f o r  c h i l d r e n ;  ( e )  pe rmi t  s u b s i d i z a t i o n  of t h e  c a r e  o f  t h e  poor  by t h e  
r i c h ;  ( f )  pe rmi t  t h e  poor  t o  o b t a i n  acce s s  t o  c a r e  w i t h o u t  f u r t h e r  
impoverishment;  and ( f )  be t h e  same a t  MOH f a c i l i t i e s  and t h o s e  ope ra t ed  by 
m u n i c i p a l i t i e s  l i k e  Na i rob i  C i t y  Commission. 

4 .  Implementat ion w i l l  be phased o v e r  s e v e r a l  y e a r s ,  r e q u i r i n g  
s e v e r a l  ad jus tments .  The g o a l s  f o r  1989190 a r e  t o  g a i n  p u b l i c  accep tance ,  
t o  e s t a b l i s h  a  p rope r  s t r u c t u r e  of i n c e n t i v e s ,  t o  pu t  i n  p l a c e  
a d m i n i s t r a t i v e  p rocedu re s  t o  c o l l e c t  and spend f e e s  and t o  permi t  followup 
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v i s i t s  and r e f e r r a l s  without  chea t ing ,  and t o  ensure t h a t  a l l  members of 
s o c i e t y ,  i nc lud ing  t h e  poor,  cont inue t o  have access  t o  c a r e .  I n i t i a l  f e e  
l e v e l s  w i l l  t hus  be modest s o  t h a t  t h e  p u b l i c  w i l l  accept  them and t h e  poor 
w i l l  be a b l e  t o  a f f o r d  them. The experience gained i n i t i a l l y  w i l l  be used 
i n  subsequent yea r s  t o  r a i s e  f e e  l e v e l s  and i n c r e a s e  c o s t  sha r ing  while  
p r o t e c t i n g  t h e  poor. 

5. A formal  monitoring system w i l l  be e s t a b l i s h e d  t o  determine how 
t h e  i n t r o d u c t i o n  of u s e r  f e e s  a f f e c t s  t h e  poor and s o  h e l p  determine t h e  
a p p r o p r i a t e  f u t u r e  l e v e l  of f ees .  The system w i l l  o b t a i n  and analyze 
f a c i l i t y  u t i l i z a t i o n  information a s  w e l l  a s  monitor a population-based 
sample of households on a r egu la r  bas i s .  
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PRELIMINARY DESIGN OF A SYSTEM FOR MONITORING COST SHARING 

The mission agreed w i t h  t h e  Government t h a t  a  formal monitoring 
system should be implemented a s  p a r t  of t h e  c o s t  sha r ing  program. The 
purpose of t h e  system i s  t u  a s s i s t  t h e  proper and success fu l  phasing i n  of 
t h e  program, t o  monitor t he  e f f e c t  of c o s t  sha r ing  on the  poor,  and t o  
e s t a b l i s h  an  a c t u a r i a l  da t a  base f o r  insurance reform. The Government is 
d e l i b e r a t e l y  s e t t i n g  f ees  a t  modest l e v e l s  s o  a s  t o  minimize t h e i r  e f f e c t  
on t h e  poor i n  t h e  f i r s t  year  of t h e  program. The monitoring system w i l l  
provide t h e  necessary information t o  determine how high  f e e s  can be r a i sed  
i n  subsequent  phases i n  p u r s u i t  of a d d i t i o n a l  revenues, how the  r e l a t i v e  
l e v e l s  of f e e s  w i l l  need t o  be ad jus t ed  t o  encourage ind iv idua l s  t o  o b t a i n  
c a r e  a t  t he  most appropr ia te  l e v e l ,  and whether t o  lower some fees  and/or  
a d j u s t  t h e  process f o r  waiving f e e s  f o r  t he  poor i n  order  t o  ensure t h a t  
t h e  poor a r e  ob ta in ing  necessary ca re .  

The monitoring system w i l l  inc lude  two components: a  f a c i l i t y -  
based rapid  assessment system and an in-depth population-based system. The 
r ap id  assessment system w i l l  compile f a c i l i t y  d a t a  t o  monitor changes i n  
aggregate  u t i l i z a t i o n  p a t t e r n s  by geographic region,  age, sex  and poss ib ly  
i l l n e s s  type.  This  system w i l l  provide e a r l y  warnings of emerging problems 
and provide a  u s e f u l  da t a  base f o r  f a c i l i t y  l e v e l  planning. In  order  t o  
provide a s  complete a  p i c t u r e  a s  p o s s i b l e ,  t h e  rapid assessment system 
should inc lude  non-government f a c i l i t i e s  a s  w e l l  a s  government f a c i l i t i e s .  
I t  w i l l  l i k e l y  be financed by USAID. 

The rapid  assessment system, however, has l i m i t e d  a b i l i t y  t o  
provide t h e  information requi red  f o r  f u t u r e  f e e  adjustment.  Because of t he  
method o f c o l l e c t i o n ,  it can only  o b t a i n  rudimentary information such a s  
name, age,  s e x ,  address  and poss ib ly  i l l n e s s .  No information on important 
f a c t o r s  t h a t  i n f luence  hea l th  dec i s ions  w i l l  be c o l l e c t e d ,  such a s  income, 
educat ion ,  family s t r u c t u r e ,  and o t h e r  competing needs f o r  s ca rce  family 
resources .  I n  p a r t i c u l a r ,  it provides no information on non-users,  on why 
and what happened to individuals who stopped obtaining care, and on the 

o v e r a l l  h e a l t h  s t a t u s  of t h e  populat ion.  The rapid assessment system has 
l i m i t e d  a b i l i t y  t o  a s ses s  whether i n d i v i d u a l s  who reduce t h e i r  u t i l i z a t i o n  
of p u b l i c  f a c i l i t i e s  a r e  switching t o  p r i v a t e  o r  voluntary  f a c i l i t i e s  o r  
going wi thout  care .  Because it does not  c o l l e c t  s e v e r i t y  of i l l n e s s  and 
h e a l t h  s t a t u s  information,  it is not  ab le  t o  analyze whether ind iv idua l s  
a r e  seeking  t h e  appropr i a t e  l e v e l  of care .  With respec t  t o  p r o t e c t l n g  t h e  
poor,  t h e  f a c i l i t y - b a s e d  system cannot determine whether any drop i n  
u t i l i z a t i o n  i s  concentrated among t h e  poor and whether any reduced 
u t i l i z a t i o n  i s  f o r  minor problems o r  l i f e - t h r e a t e n i n g  ones. I t  cannot 
determine t h e  ex ten t  t o  which f a m i l i e s  a r e  impoverishing themselves by 
s e l l i n g  a s s e t s  and borrowing t o  o b t a i n  ca re .  Also, t h e  aggregate f a c i l i t y -  
l e v e l  system cannot determine what o t h e r  f a c t o r s  may inf luence  u t i l i z a t i o n  

- and h e a l t h  p a t t e r n s .  For example, u t i l i z a t i o n  may f a l l  because increased  
prevent ion  causes  a  reduct ion i n  medical need--a p o s i t i v e  outcome--or 
u t i l i z a t i a n  may be reduced because o t h e r  f i n a n c i a l  burdens a r e  placed on 
t h e  family such a s  inc reases  i n  o t h e r  f ees  l i k e  educat ion.  

Therefore ,  i t  has been determined t h a t  da t a  on a  populat ion-  
based household sample of i nd iv idua l s  w i l l  a l s o  be c o l l e c t e d  on a  r egu la r  
oni&ing b a s i s  a s  p a r t  of t he  monitoring system. This  da ta  w i l l  provide t h e  
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in format ion  necessary t o  answer t h e  above i s s u e s  and, consequent ly,  t o  
p rope r ly  a d j u s t  t h e  f e e  s c t e d u l e  i n  subsequent phases of  t h e  program. I t  
w i l l  p rovide  an a c t u a r i a l  d a t a  base t h a t  can be used f o r  t h e  proper  
implementation of NHIF insurance  reform, and it could be used t o  monitor 
o t h e r  programs such a s  fami ly  planning and cos t - sha r ing  i n  o t h e r  s e c t o r s  
such a s  educa t ion .  

A new household survey e x p l i c i t l y  designed f o r  monitor ing c o s t  
s h a r i n g  needs t o  be c rea t ed .  E x i s t i n g  popula t ion  da ta-bases  a r e  not 
s u f f i c i e n t l y  d e t a i l e d  t o  s e r v e  a s  t h e  populat ion-based monitor ing system. 
These a r e  s i n g l e  purpose surveys  and a r e  missing key d a t a  elements 
necessary  f o r  t h e  monitor ing e f f o r t .  The income-expenditure surveys have 
l i m i t e d  h e a l t h  and almost no h e a l t h  c a r e  u t i l i z a t i o n  da t a .  Moreover, they  
a r e  over  f i v e  years  o l d  and not  l o n g i t u d i n a l  i n  na ture .  S i m i l a r  problems 
apply t o  t h e  n u t r i t i o n a l  survey.  The Demographic Heal th  Survey has no 
income and very  l i m i t e d  a s s e t  in format ion .  However, i t  could  be used t o  
s e r v e  a s  ep idemiologica l  d a t a  f o r  c e r t a i n  types  of problems. The use  of 
t h i s  should be explored f u r t h e r .  

Therefore ,  dur ing  t h e  f i r s t  phase of t h e  c o s t  s h a r i n g  program, 
both  t h e  f a c i l i t y - b a s e d  rap id  assessment and in-depth population-based 
monitor ing systems w i l l  be put  i n  p l ace .  The f a c i l i t y - b a s e d  system can be 
put  i n  p l a c e  immediately a s  i t  r e q u i r e s  only minor ad jus tments  i n  c u r r e n t  
d a t a  c o l l e c t i o n  e f f e c t s .  S p e c i f i c a l l y ,  r e g i s t r a t i o n  forms a t  f a c i l i t i e s  
need t o  be a l t e r e d ,  t h e  d a t a  c o l l e c t e d  and automated, and t r e n d  analyses  
completed. Modest t e c h n i c a l  a s s i s t a n c e  may be requi red ;  however, t h e  bulk 
of  t h e  system c o s t s  w i l l  be i ncu r red  i n  Kenya. 

To implement t h e  populat ion-based monitor ing system, a  new 
household survey t h a t  is conducted on an ongoing b a s i s  w i l l  be c r ea t ed .  
The survey w i l l  be used t o  monitor t h e  e f f e c t  of c o s t  s h a r i n g  on t h e  poor 
and t o  provide t h e  necessary  informat ion  t o  a d j u s t  f e e s  i n  subsequent 
phases of t h e  c o s t  s h a r i n g  program. I n  a d d i t i o n ,  it could a t  minimum 
a d d i t i o n a l  c o s t  a l s o  be used t o  minotor o t h e r  programs, such  a s  c o s t  
s h a r i n g  i n  educa t ion  and t h e  e f f e c t s  of family planning.  The survey could 
be conducted by t h e  C e n t r a l  Bureau of S t a t i s t i c s  i n  t h e  Min i s t ry  of 
Planning,  which has t h e  necessary survey r e sea rch  exper ience ,  w i th  t h e  
a n a l y s i s  performed i n  t h e  Minis t ry  of Heal th.  Analysis  produced through 
t h e  Min i s t ry  of Heal th  is  more l i k e l y  t o  a f f e c t  p o l i c y  and t h i s  process  
would s u b s t a n t i a l l y  s t r e n g t h e n  i t s  a n a l y t i c  c a p a b i l i t y .  Technica l  
a s s i s t a n c e  w i l l  be r equ i r ed  t o  des ign  and f i e l d  t h e  survey SO t h a t  
in format ion  c o l l e c t e d  is ap;?ropr ia te  and t h e  speed of c o l l e c t i o n  and 
a n a l y s i s  is  t imely .  

I n  a d d i t i o n ,  a  monitor ing u n i t  should be i d e n t i f i e d  wi th in  t h e  
Min i s t ry  of Health.  This  u n i t  w i l l  be respons ib le  f o r  t h e  monitor ing 
e f f o r t ,  and t h e  a n a l y s i s  and r e p o r t i n g  of  r e s u l t s  t o  t h e  Di rec to r  of 
Medical Se rv i ces  and Permanent Sec re t a ry .  E f f o r t s  w i l l  be made t o  use 
members of t h e  Kenyan acadernic community i n  t h e  a n a l y s i s .  I t  is 
a n t i c i p a t e d  t h a t  some t e c h n i c a l  a s s i s t a n c e  w i l l  be r equ i r ed  t o  g e t b t h i s  
u n i t  going. 

The monitor ing e f f o r t  is es t imated  t o  r e q u i r e  approximately one 
m i l l i o n  d o l l a r s  i n  funding f o r  t h e  f i r s t  year  and one-half  m i l l i o n  f o r  
subsequent  y e a r s ;  i nc lud ing  allowance f o r  p r i c e  and o t h e r  con t ingenc ie s ,  
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$5 million would be required over 5 years. It is anticipated the 
monitoring program can be conducted mostly by Kenyans with minimal 
technical assistance. In the first year, about 75% of the funds will be 
spent in country. Based on experience in other countries, it is expected 
that the program can be completely operated by the Government after a few 
years. 

The Ministry of Health has requested the World Bank to present 
detailed options for implementation of the monitoring system and to 
coordinate donor financing. The Ministry of Finance has endorsed the 
request and asked the Bank to plan the population-based monitoring system 
in the larger context of efforts to monitor the effects of user charges in 
all sectors on the level and distribution of social welfare. The Ministry 
of Finance has requested a follow-up mission to examine this. 
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A SUMHARY OF K.N.H. POLICY AND INSTITUTIONAL REFORMS 

The following is a summary of reforms the Board' plans to 
undertake, in prdrr of &&y; 

This is a key policy change deemed necessary in order to 
reflect the new status of K.N.H. 

2. fiijntcnance!R&&ilitation snd rr~lacement of ga~i~mtnt, 
plant g& kildinqs 

 his exercise vi 1 1  eventually increase productivity of 
service delivery. 

Strengthening of supplies manegement and inventory control 
for general supplies and drugs. 

(a) Operstionalise 100 bed Amenity Unit. 

(6) Office space for patients follow up. - 
Thest tuo pt-ogranmes will require strong svpport facility 
back-up svch 3s radiolcgy, laborat.ory, theatre. 

Establ i sh s nechani sm to ensvt-e adequste commvnicat ion. 
The input requirements include establishment of a public 
relations office and pvblication of bulletins snd magazines 
etc. 

6 .  Account-. 1 ~q SyyLgpq 

Strangt,hen ing of f inancisl management ( t. g. bvdget ing , 
accounting etc). This requires development of personnel 
and of Pice scccmodaticn. 



KENYATTA NATIONAL HOSPITAL 

Serv i ces 

INDIVIDUAL FEES TO BE CHARGED FOR EACH OF THE FOLLOWING (b) 

Bed Charges 
Radiotherapy Charges 
Nuclei Inveotigstions 
X-Ray Charges 
Cardisc Tredimcnts 
Physiotherapy Charges 
Renal Treatments 
-Denha 1 Treatments 
S.P.U. Charges 
Vaccines and Sera 
Animals 

. Morhusry 

SU133E3TED SUBI~ATEGORIES TO BE GROUFED TOGETHER 
UNOER ONE LABORATORY FEE STRUCTURE ( c )  

Biocheai stry . 

Haemati.ology and Blood Transfusion 
Bacteriology and Parasitology 
Sputum 
Faeces (Stool ) 
Svabz 
Hyco 1 ogy 
Cerebrospinal Fluids (SCF) 
Blood 
Ba~ttriologic31 Ouality Control 
Myl:otoxin s Laboratory Tests 
Hi stdology and Oytolcgy 
Immvno 1 ogy 
Tests 

(a) The grovping of lsborat,~~ry services under one fee structure 
ix suggested to facilitate administration snd fee collection. 

(b) The World Esnk Missil~n concvrz with KNH'z proposal to charge 
individual fees for each of these twelve services. 

(c) Tha World Bank Missian suggests that these services be 
grouped under 3 single fee strvctvre. EMH has proposed an 
individual fee system for each of hhe fovrtten services. 
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ArnexJ 
KH F o m d  E%f&t: M/89-1991/92, for Select& A r s  

(figures expr& in '000 K V - 1  

~ c s p i t a l  MA 614 592 36 ni - 827 - m 
Net 298 12,935 301 u,2% 741 14,457 - 15,123 

P r m a l  
Haqktals G r ~ s  - 17,369 - 18,988 - 20,351 - 21,233 

AIA - 337 - 3,?21 - 4,491 - 5,OU 
Net 280 17,032 320 15,267 1,210 15,860 1,490 16,222 

District 
Haspi  tals G r ~ s  - 35,409 - 39,9 18 - 41,938 - 

- - - - 44,466 
AIA 412 4,015 5,017 7,019 
W 5,789 34,997 3,280 35,903 9,176 36,921 6,617 37,447 

P m t i v e  Wcine Gross - 12,215 - U, 239 - l3,869 - 14,590 
a n d l ? m ~ t i ~  AIA - €6 - 1,326 - 1,430 - 1,566 
H d t h  Net 1,010 12,W 2,190 11,9 l3 1,545 12,440 1,250 l3,024 
mal 

Rural Hedlth Grczis - 11,989 - 15,625 - 16,729 - 18,002 
semic~s AIA - 51 - 180 - 210 - 230 
?Ibtdl Net 6,669 11,939 7,329 15 ,445 9 9 8  16,519 7,515 17,772 

mtiadHc6pital Grass - 1,008 - 1,710 - 1,709 - 1,701 
Furd ?iIA - 977 - 1,7U - 1,709 - 1,701 

Net - 31 - - - - - - 



ANNEX 8: 

C3UNTRY:  Kenya 

?30JSCT T I T L E :  Yea l th  Ca r?  F inanc ing  Program (515-0245)  

? r3posed  L i f e  o f  ? r o ] t c t  Funding - $15 ,000 ,000  ( D F P . 1  

?ERIOD 3 F  ?ROJECT: Th ree  y e a r s  ( 8 /89 -7 /92 )  

X c ~ i - ~ i t y  ~ e s c r  i p t i o n :  

m~ , . ,e program i s  i n t e n d e d  t o  a s s i s t  t h e  Government of  Kenya (SOX) 
co improve t a c  h e a l t n  s c a t u s  o f  t h e  p o p u l a t i o n  and c o n c r i b u ~ e  
:3 G3K budget  r a t i o n a l i z a t i o n  ~ f f o r t s .  Tke program c o n s i s t s  13: 
(1) u . 5 .  d o l l a r  d i s b u r s e m e n t s  f o r  imp lemen ta t i on  o f  p o l i c y  
r t f o r n  and ( 2 )  technical a s s i s t a n c e  and t r a i n i n g  t o  s t r e n g t h e n  
t n e  G3K's c a p a c i t y  co r e s e a r c h  and a n a l y z e  f u r t h e r  r e fo rm  
i n i t l e t i v e s  and t o  moni to r  and e v a l u a t e  t h e  impac t  of t h e  
ce fa rm ?:ogram. 

C a c s q o r l c a l  e x c l a s i o n  i n  a c c o r d a n c e  with 2 f 6 . 2 ( c ) (  2 )(I) 
r e l s c  l 3 q  c o  t z c h n l c a l  a s s i s t a n c e  and t r a i n i n g ,  
Z L o ' . Z ( c ! ( Z ) ( v i i i ) .  r e l a t i n g  co h e a i t n  p rograms ,  and 
2 1 5 , 2 ( ~ ) ( 2 1 ( x i v )  r e l a t i n g  t o  deve lopment  of hos t  government  
c = p a c l z y  f a r  f ~ t x r e  p l a n n i n g .  

F ,,ar :?A 3 a r z l e r 9 ,  ? r o  j e c t  3eveiopmenc O f f i c e r ,  -. ,SXI3 /Xs? .ya  
C l e a r a n c e :  3 :~:SSpielman 

PRJ:Saaker:  3ev:?wei 3 y :  
f 

Zcvard ?cSowan, : < l s s i o n  Snv i ronmen tz l  O f f i c e r  
3 2 3 S a i K t n y a  

-1 

S t e v e n  7. S i n d i n q ,  Miss ion  D i r e c t o r  
3SXiD/Xenya 
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ANNEX M 

ACRONYMS 
KHCF PAAD (615-0245) 

AEPRP- 
AID- 
CDD- 
CDSS- 
CHANIS- 
DAN1 DA- 
DFA- 
DFH- 
DHS- 
EPI- 
FPPS- 
FY- 
GOK- 
HCF- 
HIS- 
IEE- 
IDI- 
IPS- 
KEPI- 
KHCF- 
KNH- 
MOF- 
MOH- 
MOP- 
NG 0- 
NHIF- 
ODA- 
PAAD- 
PHC- 
PH- 
SIDA- 
UNFPA- 
UNICEF- 

USAID- 

WHO- 

African Economic Policy Reform Program 
Agency for International Development 
Control of Diarrheal Diseases 
Country Development Strategy Statement 
Child Health and Nutrition Infomation System 
Danish International Development Agency 
Development Fund for Africa 
Division of Family Health 
Demographic and Health Surveys 
Expanded Program on Immunization 
Family Planning Private Sector 
Fiscal Year 
Government of Kenya 
Health Care Financing 
Health Information Systems (Unit) 
International Environmental Examination 
International Development Intern 
Information Planning Systems 
Kenya Expanded Program on Immunization 
Kenya Health Care Financing 
Kenyatta National Hospital 
Ministry of Finance 
Ministry of Health 
Ministry of Planning 
Non-governmental Organization 
National Hospital Insurance Fund 
Overseas Development Agency 
Program Assistance Approval Document 
Primary Health Care 
Population and Health 
Swedish International Development Agency 
United Nations Fund for Population Activities 
United Nations International Children 
Educational Fund 

United States Agency for International 
Development 

World Health Organization 
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Telegrams "MINHEALTH", N a ~ r o b l  OFFICE OF THE PARMANENT SECRETARY 
Telep' ne: N a ~ r o b ~  728370 AFYA HOUSE 
When r e ~ l y t n g  please quote CATHEDRAL ROAD . 

P 0 .  BOX 30016 
NAIROBI 

Ref No F1N'30'A and Date 22nd June 89 19. 

The Director 
USA ID 
P.O. Box 30267 
NAI-I. 

RE: RESTRLACTURIK OF HEALTH G4RE 

This i s  t o  infonn you that shor t ly  the Min is t ry  w i l l  be ernbarking on 

a far reaching cost sharing e f fo r t  i n  order to improve del ivery of 

Heal th  Care to  our peop I e. 

I n  order to  ass is t  the Min is t ry  in  giv ing bet ter  Curat ive G& Preventive 

heal th  services, the Coverrment w i  I  I  need your ass i s  tance not only by 

the Min is t ry  but also a t  Kenyatta National Hospital and National Hospital 

Insurance Fund so thot a l l  of us may play our ro les  i n  meeting health 

challenges for  the future.  

DANIEL M. M31TI . . . , . ; .Tj +. ,.-. h ,ss. :.> F *! .. . r'' I 
\ - .  
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-.TO- A . I ; D . / V  IN ?T 1989. PLXASE PROVIDE PAAD SUBMISSION 
AND OFLIGAlION SCSEDULB. ECPB GUIDANCE FOB PAAD DETILOP- 

( .nxm SUBJECT SSPTIL. . BAKSR 
BT - 
#3437 C 

UN CLASS IPIXD S T A T 1  123437 

DIST:  A'.? 
AD3 : 

. i - : . .  , 
r:. ,- :+:.-;:, >,-:. , 

@ p?$:- . 

.. . , . ,,- .T, 



B . O .  12356:  ' N / A  

SUBJSCT: K E N Y A  HEALTH C A 9 E  FINANCING PROZRAM 
( 6 1 5 4 2 4 5 ) ,  F L I P  E C P R  GUIDANCE 

THE A P R  B U ~ Z S U  E C P B  C ~ A I R E ~  BY ~ M / A F R ,  E. L .  S A I E R S ,  
YET O N  A P E I L  17, 1399 A N D  AP?ROVBD TEE PAX? FOR THE 
XEFIYA 9 2 A L T H  C A R E  FINASCING (YHCT) PEOPJEAP A T  A L9P 
OBLIGBTI3N LEVEL O F  DOLS FIFTZSY ( 1 5 )  MILLION 

ATTZNDEES I N C L J D K 3  LFE PD EA? !T?./EA 4FR/DF4 A r R / T 3 ,  
c A AND r B N Y l  PIIS S I ~ N  kEPRfSENTITIiE. D B I I ~  0 6 ~ .  
T9E ECPR APP90VED T9E SUBJ3CT P A l P  V I T Z  TEfT 
UNI)E3STANI!INS TEAT TZi p97F PS5;LQY VILL N3T 2XCEZ3 
Tu?-Sl .  T A Q 5  

A L S O ,  T7E 6C9Q GFCIEED TZ2 ?EC? ?.\A: SE095L' 39 
REVIT1rl"L AN3 APPIIOV'LZ! I N  R . I . i l . / Y  

1 7 - 7  * .  --3 32?5 2 3 ~ y 3 ' 1 2 y 7  T:? ~ : ~ 5 7 . ; 4 4  3.i ~ ~ : U I S , C I ~ V  07 .: 
. , - -  - - . -  --".- - * - - u - l ' -  --.--- - -  - . ' -  , . - . . - - -- -- . . -- .. - - .  2 -  . L : + .  d d U L ,  . * - -  >: :a,. - ? , ' h L i : : - l L  2 : . - . d & :  - - --  - 
S E C T : -  L L : ~ ~ Y ~ I N I T : > . T ~ ? S .  A .  1.1 .1 '~  A??3SCIAT?S "FX 
I C ' C " I N ' P T ;  >QT\"TrrTrn E-? &.,& - .  . . L, - - - . .  . .  .., i 1 2  -4- U ' C - - ' l ;  ?>V:7 nrT, -:< , - h- 4 , I "  1,. C ;  - 7 -  - .  * - - ,  - 2 ; " - ; C ' . .  T -  ..-- -.- - -  " . .  : : ...... - -  2 -  . .  .-*..- u -....-- . - *  4 

- 
OF P 7 I N T S  1AISBD DTSIN; TE': 3ISC3S513N O? T H E  P A I P .  9'; 
WAS w e n  PRBPARPD,  KNOWLEDGEABLE, A N D  YADF P ~ S U A S I V E  
A R S U P E N T S .  

........... . .  .*.-. ,..7 " . . ' . .~ ... -,-- : 
v.-.; 

. . ?, ,.. ~. ,.:, " ' . , . ... 2. p a o c s n n  STRATEGY Lkl*ii i-ii;sil+&i>;~~ &.-- .-,*., .& L-- .-.. '- -a,-. 

A .  ?HZ BCPB NOTED THAT THZ PAIP STATLS THAT T H H H C B  
PROGRAM IS TEE FIRST PBASS OF A L O Y G T L R ? !  BSPOBH 
P OCESS IN THE HEALTS SECTOR IN TENTA. EOYPVLB T9S 1 P I P  I S  SILENT ON TBE PARTICIPITION OF A . 1 . D .  BOTQND 
ZEB THBBS-TtA8 SECT PB36BAtl P1YEFRAMO.~- TELtCPR .,?tD 
NOT TATX A POSfTIOU RZGAILD1)iG: ~ . 1 - ~ ~ * ~ ~ 1 X E C ~ D ' g f l t C b t T $  Y CARE rrnrNcrn; ro~rov-on ac TIVI Y. eovzva ,  Ir,:'nlnrs 
S O n t  p m s r I o n s  naGAabrjc Tar R ~ ~ A T I O N S E I  
P!tOGhAtl TO THE YISSION S A N D  OT93.E E)[)NClB 
IN PBL S A L T 8  SECTOa WHICH SHOULI) EE ADD 
PAAD. THB ECPR PlCLT ?1ES9 QOBSTf31IS. VXR 
WEPTHIR Ol NO?., TI@ ,r$%'Egk bOWbIS7. PBUGRM 

. . *  . ,. 
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T93 HZbLT? Sb.i3 ?:NP-'r:I!i7 ??L33'rl-?N ACiTTVITI 'FS  
S ~ F F I C I E N T L ?  : Y ? 3 3 T b N V E  SUCE A SENTEAL ISS-VX T3.4T 1': 
I S  Z?:Cf;iJ;iA4GZ2 t Z  ?USSCE AN .4.I .I! .-f 131A4NCE!! l r C F  P R 2 l l b Y  
S2C3ND PSXSJ A C T I V I T ? ?  i Z 3 T  C 3 N D I T I 3 V S  "?ST E X I S T  FOA 
T3Z u I S S I O N  TO EVCO7SBGE 9 . I . D .  3 k R T I C I P A T I O N  IN :I. 

SECO!iD PEISE/FC)LLOV-ON A C T I F I  TT? 

( 3 )  WHAT DOES THE Y I S S I O N  EXPECT WILL E E  ACCOMPLIS53D 
BY T E E  THC? PiLOSBAF, I F  OTHER D0FiOSS' A S S I S T A N C E  
PROGRAMS IN T9E 9EALTH CA3E SECTOR I!O NOT YATPRIALIZE 
AS ANTICTPATSD IN THE PAIP, ANl! THE83 I S  NOT BN 
A ,  1.D.-TINANCED FOLLOW-3N ACTIVITY? 

I 

8 ,  THE P A I P  S T A T E  TT9AT T H T  PBIMART PURPOSE OF TEE 
E9CF PROGRAP I S  TO I N I T I A T T  P C L i C Y  A N I :  STRUCTULAL 

, CSANGES IN THE ZEALLTS 3ZCTCR 'JEZCK WILL L Z B D  T 3  
I Y C 9 S A S E C  3 E S 3 W C E S  703 ?a I vARv  Ah(r PRPVENTATIVE CP.?E.  
T 9 E  CAgSAL L:NTilGS(S) B Z T Y L E N  T?Y ?3CF P?.CGaXlr PXLTY 
R E F O E P S  AND I Y P R 0 7 2 Y 2 N ~ S  i N  PRIU4R Y INn PREVZNTATIVX 
CARE IS /ABE NOT O B V I O U S  A N D  S83qL3 2E CLEARLY 
SIZTIC3LATZE I V  T33 P A A 3 .  A N Y  ??Z'n ,3EFC)itYS, HEC?,\ t i !SUS 

3R 5YSTSPIS Y H I C E  ' J I L I  23 I Y I T I A T E D  DI? ETPP.N3E3 T3 
F A C I L I T A T E  T Z I S  S H I Z ' T  SZCUL; 33 ; 3 T N T I P I " L .  T9E 
I Y P 2 3 T X N C S  O r  T Z 3  P3LICY h513RYS A h 3  OTSEB VEASCFZS I N  
P y  STJ3INs Tl?E I i ~ ~ ~ ~ - l l ? ~ U  A - -. S7zrAIVa4STtITV 'J ?3iU?.?.y ,$,!I" 
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L 5 .  T E 2  F i ? - 3  : z u ~ b ~  A Z r 3 5 2 ;  T33 A7.\;LX3:',:rT 
Q??''UF?"TTI''ti VITSi?; Tzr A ~ ~ ~ C ~ ' ? ~ 3 $  S Y S " U  UF"" \.A- ' iT l , . ! ' ; -  - A .  
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I Y P 9 S V 5  B E A i T 3  CABBE FAZTLITIZS A N D  S Z R V I C Z S  IN CO;.(CXT 
W I T H  Tli9 IMPLEflENTAT IOY OF COST-SEARING ME4 ETRES 
E N V I S I O N E D  B? THE '9CF P2OGFiAP. S U B S T M T T A L  
IN'PESTMENTS 3AY BE REQUIRE3 IN TBP NEAR-TS!M T O  OP368DE 
P U B L I C  SECTOR F A C I S I T I P S  TO THE POINT WHERE TEE 
COST-SHAR ING MPASURES ARE GZ3ERALLY A C  CEPTABLZ TO THE 

'CONSUtlERS A N D  C A N  EE IKPLEMENTSD IN A T I Y E L T  NANNEB.  
?HE ECPB UNDBBSTANDS TEAT A NUNBIER OF TSESL ! ' 
I t lPROVPRENTS BAlE BIEN 'IADZ AND THAT TFI IYITIAL 
COST-SEARING HSASVBBS WILL BE HODBST AND IHPLEHENTSb fa 

, STAGES. N O N ~ H P L E S S ,  ?Kg PAAD EESIaN LJ 
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A L T E 3 E S H  THE P 4 I P  S T A X S  T?AT TH% i 3 Z F  F?O;R41Y P t E P O S E  
I 3  T O  F t C I L I T b T E  A N D  SUP?O!IT T69 I M P S E Y S N T A T I O N  3F 
P 3 L I Z T  A N E  I N S T I T ' J T I O N n I  ZIFOiiMS F;ZEDZ? TO ' ~ h a ~ F . 2  ' ""  
S C S T B I  N A B I L I T T  OF P R I Y A ~ ~ T  A N D  F Q ~ V E N T  I V E  H Z A L E  caar,, 
I T  DOES NOT ADDRESS T9E I S S U E  O F  PCW T S t S O  RESCFECTS 
W I L L  BZ D I S T S I 3 V T E D .  S I 7 E V  TEE B S 2 1 3 N A L  DISPXFI?? IN 
' l O S B 1 T ) I T f  ANI! MORTALITY IN K E N Y A ,  TEE PAA? S!?OUL3 
I D E N T I F Y  A N D  ADDRESS TKF, TYPES OF P C L I C Y  I S S r ' 3 S  VETCB 
W I T L  5 Y S m E  TII.9T T?E P ~ ~ G R A M ' S  2 r N I P I ~ I A R I ~ S  T N C L G C E  
T 9 E  '-'O?E DISLDVAFiTASED ABEBS. TEE ANALYTICAL V 3 R f  3N 
C R I T E R I A  PGR ALLOCXTIN5 2ESOURCES B A S Z G  O N  NEXD 361N; 

' 9 O N E  BT S I 3 A  AND T9E USAID I Y F 0 9 M A T I O N  A S 3  PCANYINS 
S Y S T T Y S  COr*PONEhl' OF TE3 FAMILY PLkHbiING S E k V I C E S  4SD 
S U P P O R T  P R O J E C T  (61 5-azz3) s a c u L r ,  p l z o v ~ ~ z  A s o m  ;ASIS .  

9. ???2G?.X?? MhNA",SUEYT. TE3 3C?3 ?i3! '?C TYhT T9E 
P ~ T E : I T I S L  C Z Y ? L E X I T ?  OF T33 3EC?'?PaCG'iA'!  ? 7 L T C Y  a E r " 8 Z U  
FS?.MTdCRT -4ND TZS ?". \ . ' iAEYSNT IY T 3 N S I T T  I T  I U P L I ? S  A93 
OF CONCE3N 9 E C A U S 9  9 ?  P91 3EYANDS ' r 'EICa V I L L  ijE ?t.\:g? 
3N Tzz 3 5 S I 3 5  ?:; ;$?' I N  ~ " P ~ ~ ~ ~ h T I N G  Tsz g?cTz 
' ~ ~ 7  - r , -  - . r ~  : ;,A=u =: - - -  ,z,;u: ; 7 . - i y  w - . - - - - - - -  ., - .  * - ,- 2 

" _ _ _ A - .  . _ _ <  .. ,L - .L - .- . _ . - ' I (  L d  II . .. 

- ,  7 ' '  - ?.TI_; - - --.--> -,y.,,; ;iT ' 7 .  1 .  . -  . , --  ??I? -':sC:.I?:: ,i. -,,.-, ,. - 
, - T I - -  SCSZZ?',E $39 T55 2 O L L l Z  ?3N13IT!ONl,ITY d t ; d H  9P.S T Z 5 E D  

n - q - -  ,I- 8 -  - ~ 1 - r  --,,-- \ ,  7 . 7 =I: T 3 7 > T T  L z 7 I L :  P.: , .-- LC.:, A '  . -  4 a .  * . .....- . - , . - -  -- - - - - -  - -  -- -..- -. -*- -  - -  . .  . . - .  $ - z - : - , ' ~ . , ~ L d ~  - 7  - - -  . - - - - @ 2 -  >: . -  - -  - 2 . - -  - -  - . -L  - - -  - -  - - .  - --  ---.- 
8 ' .  . - -  ..;.--- - -  - .  - =  -"- 

$ 4  .1+::.7 3' 3 ' i i : i " ? .  : : 5 .  A " -  - . - .  - 4 2 2 2 - r 2 : . : ! , " 2  --A,- - 2 5  
, - 4 .  4 ;  4 . 1  - - ' - " 7  \ Y i ? 5 ; 2 N  A?i; X E  2 2 Y ; S  ,..,, i; .,i 12'11.4 , J . , l ,  23.7; 3 - Y  

ENGAZED IN S X T E N S I V S  D I S C g S S I 3 N S  3? KEALTS CAZE 
P I N A N C I N G  1SMRM I S S U E S  F O B  A LON: T I M E  A N 3  S O P l Z O F  T I E  
PRCPOSED 9 Z A L T E  C A P 3  SZCTOR P O L I C Y  RYFOB'! AZENCA !?AT BT 
R E A L I Z E D  R E L A T I V E L T  OUTC T L T .  S O V E V I R ,  TH2 P A 8 3  SZOULD 
A D D a E S S  THE F E A S I B I L I T Y  OF IMPLEYENTIMG TEE PROGRAY 
CONDITIONALITY IN T9E YASNXR DESCRIBED IN T F E  PAIP ANT! " .I 

' D I S C U S S  THiZ flANAGZMENT/STAFFINS IHPLICATIONS Of TEB - '7 
MISS ION 'S PREFERFED A?PBOACE. i 

,& $! 

B. T E C E N I C A L  A S S I S T A N C S .  If APPZABS TEAT TZI; 
TBCEMICIL A S S f S f A l C E  (TA) C M P  #ZKT OPLZPI KRC! PbOGaA!! 

, IS A CRITICAL BLmXNT OP TEE P ! 060AH ANr WAY BATE A a 3 '  

COqS IDERAELE IMPACT OtI TI5 A E X L I T T  OF T f Z  ?OX TO CARST 
0U.I ANI! YEET TI3 PSGBaA? CONDSTIONALIT? .  TE% A42 
STATES TBAT TEE Y I S S I C Y  b T L D  P B l O E I i  TEAT TRZ h bB 
P90VIDBD BY b SIYSLE CONTBACTOL, .C3NSiE3RINS TEE . . - . - a'::: i d  , . %Tc+.. .* . $,. 

LBNGTE OF trnr IT HoanuLt rrrrs ro PPWOBIP ~m - . 
,, 9): t db'.; .if, . ;"di..,: ;. ,;.;r h 

M O B I L I Z E  A ?A CONTBAC'POB, T B f  ECPI l40m E f B  ir .. , - * <  - - i . J . ~~LJ  
4f~ i. 3;c $ 4 ,  

' f 
i i . , 

~ U E ~ . A C S T  P T t n  C C A T T  1 4 ~ 1 3 a / a 3  



. . , - - >  - * - - . -  
- 3  7.- 

, -  -+.-: -! - 2  - . : :! :: ;q-  . &  ,.- - - - >  L.; 

- - - -  - '-- -- -  
d . .  - .  . 7 - . l m  -,,vvT 7 z - 7  . - - - - .  - . . - -- i--  -i--- --..- L - -  . - . - -  -..-;:.,\" y?' 'T> ? z  #::I I$?: 
."*- - - - > - -  . * -  - . -  - -  - Li-;. I 4 p ; ~ - $ 7 ~ : 7 7  i m  - - a t  - - -  - - -  . - - . . - .  - - -  3 7  7nr  m T u :  

- 4 .  .. -, . : : P l u 4  - . * - -  - -  d T2Z 
n c - ~  - - 1 . 7 ,  n - , :y  . i?.-.  3 - - , - -  

Th 
m . , , . - - ,  ....... . , - - q  , J , p 7 - -  - -  - ,., i - -  . - - .  - 2 L d - - 5 - .  - .  a d  J - -  3 -  d.;, - 2 ? . i >  -"=: , , , - - - - - - - -  9 .  - - ,  * 2 : 7 . , * -  - - *  7-,, ,7-- 
. u -  - :. - 1 --. . - - . -. - - - - -  - - - -  - u : - . l  . *--,! h.5 T \ ;  . - - - -  
7 .  ..- - - -  - .  - .- - - u  > -  .--,7- 
- d  :-- - - -  -.: d ~ '  - - . - - - - .  * z  T b . 1  ---:-> I:-*;;. 7 -  4 1% - - 
. - - , . . , - - . - - - - - 2  - - - - -  T ?  r ; :--re - 1.: - . -- - - -.- - - , I  1 .  - .'.- .:2- -: 7 -I. I. r. -.. - " a  - - .  - . . " - .  -,.- - 2  - - -  - -  - e ,;-;-. ;- , : , - - -  - > = -  :..: ---  .. --. : / :- . , - - -  - . -  .I :r: ... ..-..-, T:?? .:d:L -: - * 

- - ~ r  T - - ; : ~ u  - - F  =.-. id?.-  .-.. r?:l.: T ? J T I ;  a. ::';;-"-;Y - - .L ~ ~ % T ? ? \ I : P : = .  1: 
3 2  --- -- - - m  , - - f  - . , ' ~ 4 , . . 5 5 ~ .  : S v . f i r L  3 F  7 3  7 - - m - - T - "  :~--.-.--i CZTYICLL 'iLTC?.' 3P 
T53 ' - A  C,""?SY3?jT, T E I  35^,523 I ; L5 , : ' 13z  1% '""" 

L.. -..,I, - - T E E  N ? f ? = ' ; ,  5 3 T R C E 1  A N D  TIUi ' !" ,  37  L L L  = ~ 3 3 T - T 2 3 Y  AS7 
L3NG-TE?.?! T!. AiliiP.NGEuUSN'IS I?;CLUD I N S  A. TISCCSSI7N r r  T'TZ 
FSbS I B I T I T Y  Or T 9 Z  3 Z t Z Z Y 4 f  A??FiO!Cal 3E i % Z ' E S B  T25 
P A C E  S?C'I',P 23 ADJ'JCT53 .IT TZ5 r)FlSST 13 hLL8W 
SUFFIC I2N T T I 7 3  F O R  TI-3XPL:iDENT O U T P E T S  Tc? BE A C I I Z V Z D .  

C. M O V I T O ? I r J G  X V D  Z V S L J A T  13N. THZ P A I P  I Y C L 3 3 E S  B 
D E S C R I P T I O N  OF THE EXPZCTED 0CTCOPES/I"PACT OF T!?5 l Z C P  
P R O G R A P .  7 0 W 6 V E 2 ,  I T  C I D  NOT O U T L I N Z  A Y O N I T O E I N C  AND 
$ V A L U P . T I C N  P L A N  T O ?  TEiE T S O C 3 A Z .  T33 PbAC D P $ ; J L J  
SEOU1.D I N C t U D Z  A V O N I T O E I f i Z  A X D  P V A L F A T I O N  ?LAt!. AT A 
FIX N I M P ' ,  T5B P L A N  SHOULD I N C L U D E  B A S Z L I N E  DATA 
C O L L E C  TT9t-i A N D  ANALT SIS; PERFCRP'P-N CF B9N CEYAE:  5 ;  A 
S C H ' I D r L Z  FP3E .ALL YONITORIN;  Z'JZNTS AN3 Z7AL'JiT:3fi.S A83 
A D S S C S I T T I C Y  9F T 9 E  EVAL'JAl!I!I#  Y B T E O 3 O L O G V .  T H E  ?\A? 
33513  SSaCULD I N C L Z D ?  T9Z .ANALYTICAL 7F.AuTW3Ei- 'Jr:CE 
' I I L L  ALLOY A.1.D.  T O  C L E A R L Y  JZMONZTRATE T 3 L  
D E V E L O ? M % N I A L  I Y P A C T  OF I T S  A S S I S T A N C E  T O  TEE KENYA 
SEA5TH SIC'!'??. A T  T92 COliCLTSI2Y 3T TE5 I 3 C P  P?Z?R?.;.'. 
I T  I S  :"?I)RTXVT THAT B . I . 3 .  C A u  3 E ? l C N S E ? . T L  'i9!~T TFL 
P3LICT SSl'OR+' WHZCE WILL 33 A C C S Y P L ! S E ? C  AT T Z E  E N D  OF 
THE rHCP ? R O G R A P l  3 A S  Y A D Z  A DIPFEPEYCS A N 9  F O B  Y E O H  I T  
H A S  Y A S 3  A 3 I P ? E 3 E V C 3 .  

W N N N  

U N C L A S S I F I E D  STATE 158129/02 



- 

A.a('i Y?9 !F ;O< L E ; I Z S A T I 7 Z . A C T I O N  I S  I'.C<;C?F.31; TC 
7 -  a q r  I U ? L E M 5 N T  AK?' ';LFVC?ENT 3 F  TZE IECT PXOrJfid?!. i: 

PEV?A !?IS $13.'; 3iTZPUIN35 T G T  ;CS L 3 C  T S L A T I 7 5  ACTION 
( I E G A Q D L S S S  O F  T33 YA3UITF3E) IS RECUISSD, T93 FAA3 
S90ULr' D I S C T S Z  P.;4TICIPA?E;' T i Y I E i G  135 S 3 C 9  ACTI3N AkD 
I T S  I Y P A Z V N  T9Z C Z C ?  ?RC;BBfl. 

6. 17E. A F S I C A  JrJ3SAU ENV1RI)NM~NTAL O F F I C T Z  ?AS 
C 3 N C D - K Z D  K I T E  T S Z  iZS I N C L U 3 E 3  IN T95 39CP T b I P .  A 
COPY W I L L  9E POR1iAFi38D T O  Y I S S I O N  PO!? I N C L U S I C Y  It! 0hA3. 

T 9 E  ECPR DECIDED TZAT T9E TECF PAAC S H C C L 3  BY li3VISdED 
4 

AND APPYOVED I N  A.I .D . / ' J .  T!!"JCPR NOTSC TZAT TEE K I C P  
PROGRAM I S  A Y.4JOB F O L I C T  RSFORM I N I T I S T I V Z  IN T 9 E  

-KEXLl 'H  SECTOR F03 T95 L F R I C A  B U R G A G .  T B E B E P O S Y ,  

A.I.3./V A N D  TXE TENYA U I S S I O N  S9OUL3 3 L N E F I T  FROE 
F U R T S E R  DIAL3GUE R E G A R D 1  NG T9E P R O ~ R B Y  'S P C L I C T  RE'FOap 
FRAVGWORT .AN3 STRATEGY. 

THE E C P 9  APPSOVSD THE TBCF 3 A I P  AT A LOP O E t I Z A T I O N  
L I V E  33 PCLS P!FTEE!i ( 1 5 )  q I L L ; O V -  

',, . .n 
2" k >Ti:. , 

A . !  .L'./'+ $ I L L  V O T / ' N C T  23 A 2 1 Z  7 2  ?9CV!CL :OR3 TZX!: Z3LS 
T S Y  ( 1 E )  Y I L L I O N  TOR TZZ ? 3 C F  P93;F4tl FFCM 7'33 TZL ?Y - -  - 13E9 . \YZ/?.  i? 1q9E A:??? ?!!VDS. k P I d 5  - 7  I 3  ?ejSIELZ - T=:"' - -- - ?",-'I "A7 2:. S3"Z P' C S ?  - - - p r T ? m  ! A L d r ~  A ,  ' " I Z S i 3 N  - - -  - 7 -  ---7 nnr  - - 7  S3CT=',3 35;': T3 " A ? ?  3? - 2 1  ,i! !':SLY C3, C T  -,,> -1 - 7 2  ( 5 )  
M I L L I O N  Pi3'4 ITS P T  1533 ?h FT 199G. B A T Z R  
BT 
U0129 



ANNEX P 

RESPONSE TO P A l P  APPROVAL CABLE 

The f o l l o w i n g  l ISAID/Kenya r e s p o n s e  t o  t h e  H e a l t h  Care  F i n a n c i n g  
P A l P  Q p p r o v a l  C a b l e  i s  keyed  t o  p a r a g r a p h  numbers o f  t h e  c a b l e  
( S t a t e  158128, Qnnex 0 )  . 

2A. Program S t r a t e g y / O t h e r  Donors  

As s t a t e d  i n  t h e  P A I P ,  t h e  M i s s i o n  c o n s i d e r s  t h e  p r o p o s e d  A E P R P  
t o  be t h e  f i r s t  phase o f  a  l o n g e r  t e r m  r e f o r m  p r o c e s s .  I t  i s  
n o t  e x p e c t e d ,  however ,  t h a t  A . I . D ,  w i l l  make a  m a j o r  f i n a n c i a l  
con~mi t rnen t  o f  t h i s  e f f o r t  beyond t h e  15 M i l l i o n  p r o p o s e d  i n  
t h i s  PAAD. I n  t h e  f i r s t  phase o f  t h i s  r e f o r m  p rog ram,  t h e  
f o c u s  w i l l  be o n  i n t r o d u c i n g  a n d / o r  s t r e n g t h e n i n g  
c o s t - s h a r i n g .  'This w i l l .  i n c l u d e  t h e  e s t a b l i s h m e n t  o f  
a p p r o p r i a t e  f e e  s c h e d u l e s ,  administrative/accounting 
mechanisms,  p r o c e d u r e s  F o r  e n s u r i n g  access  f o r  t h o s e  u n a b l e  t o  
p a y ,  a n d  p o l i c i e s  and p r o c e d u r e s  f o r  i m p r o v i n g  t h e  a l l o c a t i o n  
o f  r e s o u r c e s  i n  t h e  s e c t o r .  We f e e l  c o n f i d e n t  t h a t  t h i s  can  be 
a c c o m p l i s h e d  d u r i n g  t h e  f o u r - y e a r  A E P R P .  

' [he M i s s i o n  does c o n s i d e r  h e a l t h  s e c t o r  r e f o r m s ,  and e s p e c i a l l y  
t h o s e  r e l a t e d  t o  f i n a n c i n g ,  t o  be o f  key i m p o r t a n c e  t o  
i m p r o v i n g  t h e  q u a l i t y ,  a c c e s s i b i l i t y ,  and  s u s t a i n a b i l i t y  o f  
s e r v i c e s ,  We b e l i e v e  o u r  r o l e ,  however ,  t o  be c a t a l y t i c .  The 
~ n i t i a t - i u e s  e s t a b l i s h e d  d u r i n g  t h e  A E P R P  w i l l  be c o n t i n u e d  and 
c x p a n t l r d  t h r o u g h  a c o n s o r t i u m  o f  dono r  a s s i s t a n c e .  F o r  
E - x a m p l r ~ ,  t h e  Wor,ld Hank i s  p r o p o s i r l g  t o  f i n a n c e  two  l i n k e d  
o p e r a t i o n s  i n  t h e  h e a l t h  s e c t o r .  The f i r s t ,  t o  be a p p r a i s e d  i n  
F ' t '  8 9 / 9 0 ,  l r lould f i n a n c e  c a p i t a l  irnpr.ouernents a t  KNH t o  h e l p  
~ n t r o d t l c e  c o s t  s h a r l n y  w ~ t h  q u a l ~ t y  l n l p rouemen ts .  It w o u l d  
a l s o  f i n a n c e  sonle a d d i t j o n a l  s t u d i e s  t o  p r e p a r e  f o r  f u t u r e  
s e c t o r  r e f o r m s .  F u r t h e r  r e f o r m s  wou ld  t h e n  be s u p p o r t e d  w i t h  a  
second ,  much l a r g e r  p o l i c y - b a s e d  o p e r a t i o n .  I n  essence,  o t h e r  
d o n o r  commitments a r e  a l r e a d y  p r o j e c t e d  t o  span  a  10 y e a r  
t i r n e f r a m e .  The h i g h l y  c o l l a b o r a t i v e  p r o g r a m  deve lopmen t  
p r o c e s s  w i t h  t h e  W o r l d  Bank t h a t  has c h a r a c t e r i z e d  PAIP and  
PAAD p r e p a r a t i o n  can  be  e x p e c t e d  t o  c o n t i n u e ,  as  e v i d e n c e d  by 
t h e  W o r l d  Bank r e q u e s t  f o r  A . I . D .  r e p r e s e n t a t i o n  o n  t h e  W o r l d  
Bank a p p r a i s a l  team i n  Augus t  t o  assess  t h e  f i r s t  phase o f  
t h e i r  o p e r a t i o n .  Lack o f  ag reement  be tween  USAID and t h e  W o r l d  
Bank ( t h e  o t h e r  m a j o r  d o n o r )  is l a r g e l y  a n 
s a t i s f a c t o r y  p r o g r e s s  is mda i n  the 
USflID/GOK program,  we do. g x p e c t  t h a t  'wti i@o 
p r o v i d e  some'amount o f  technical support'ne 
r e f o r m  process. .  F o r  example ,  r e v i e w  o f  and a s s i t t a n c e  t o w a r d  
e x p a n s i o n  of t h e  r o l e  o f  t h e  p r i v a t e  sec&o'E- i n  a o $ $ s t i n g  the 
GOK m e e t  h e a l t h  t a r g e t s  m i g h t  b e  a n  a p p r o p r i a t a ' C r e a  f o r  
l i m i t e d  f o l l o w - o n  a s s i s t a n c e .  
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1-he l a r g e r  alnourits of f u n d i n g  I i ec r s sa ry  t o  s u p p o r t  a  
broad-based s e c t o r - w i d e  ref-orm program, howeuer, w i l l  r e q u i r e  
r e s o u r c e s , f a r  i.n e x c e s s  of t h o s e  p o t e n t i a l l y  a v a i l a b l e  from 
A . I . D .  

28. A S  d e s c r i b e d  i n  t h e  P A I P  and P A A D ,  t h e  l a c k  of  f i n a n c i a l  
r e s o u r c e s  f o r  pr imary and p r e v e n t i v e  s e r u i c e s  i s  t h e  key 
c o r l s t r a i n t  t o  irnproued a c c e s s  and use  OF t h e s e  s e r u i c e s .  Under .  
t he  HCF Progra~n ,  i n c r e a s e d  r e s o u r c e s  f o r  t h e s e  s e r u i c e s  1 ~ 1 - i l 1  
become a u a i l a b l e  i n  t h r e e  ways:  

( 1 )  Through t h e  f e e s  g e n e r a t e d  and r e t a i n e d  by a l l  
l e u e l s  o f  t h e  MOH s y s t e m .  T h i s  w i l l  be p a r t i c u l . a r l y  t r u e  f o r  
h e a l t h  c e n t e r s  and d i s p e n s a r i e s ,  which a r e  t h e  major s o u r c e s  of 
pr imary  and p r e v e n t i u e  s e r v i c e s  i n  t h e  s y s t e m ;  

( 2 )  Through t h e  a d d i t i o n a l  r e s o u r c e s  made a v a i l a b l e  
t h r o u g h  r e a l l o c a t i o n s  a t  t h e  c e n t r a l  l e u e l ;  and 

( 3 )  l 'hrough t h e  u s e  of  l o c a l  c u r r e n c y  made a v a i l a b l e  
under  t h e  program suppor.t  componerit of t h e  Program. 

These r e s o u r c e s  w i l l ,  i n  p a r t i c u l a r ,  h e l p  t o  meet c r i t i c a l  
s h o r t a g e s  i n  non-wage r e c u r r e n t  budgets  f o r  t h e s e  f a c i l i t i e s  
and programs.  This  i n c l u d e s  t h e  maintenance  and r e p a i r s  of  
b u i l d i n g s  and equipment ,  r e p l e n i s h m e n t  o f  expendable  s u p p l i e s  
( e s p e c i a l l y  e s s e n t i a l  d r u g s ) ,  and a p e r a t i . n q  experlses ( e . g . ,  
t r a n s p c , r t  f o r  f  ie2.d s t a f f  and l o g i s t i . c s )  . 

C l e a r l y ,  t h e  h o s p i t a l - b a s e d  e l ement  of t h e  h e a l t h  c a r e  sys tem 
1lr-i.l.1 cont i .nue  t o  make demands on t h e  r e s o u r c e s  of t h e  MOH, both 
t h o s e  a l l o c a t e d  b y  t h e  M i n i s t r y  of F i n a n c e  a n d  t h o s e  g e n e r a t e d  
t t ~ r o u g t . ~  c o s t  s h a r i n g .  We bel . i .eve,  t ~ o w e v e r ,  t h a t  irnprouernents 
i n  f u n d i n g  f o r  pr imary and p r e u e n t i u e  s e r v i c e s  w i l l  m a t e r i a l i z e  
due t o :  

( a )  c o n d i t i o n a l i t y  a s s o c i a t e d  w i t h  t h e  HCF Program which 
w i l l  r e q u i r e  t h a t  r e s o u r c e s  e q u a l  t o  a  s p e c i f i e d  p o r t i o n  of 
r evenue  expec ted  t o  be g e n e r a t e d  th rough  c o s t  s h a r i n g  w i l l  be 
used t o  augment t h e  c e n t r a l  MOH budget  f o r  pr imary and 
p r e v e n t i v e  s e r u i c e s ;  

( b )  condi  t i o n a l i t y  a s s o c i a t e d  w i t h  a World Bank P r o j e c t  
p l anned  f o r  FY 90,  agd s u b s e q u e n t l y  a s s o c - / a t e d  wi$h ,a $ a r q e r r  A,?~: .~ .  

l o n g e r  t e r m  mul t i -doher  e f f o r t  t o  be l e d  by the Bant$ $: -r, v7 -*, . > 
1 .< z 

: s -* 

( c )  t h e  e s t a b l i s h m e n t  of  a c l e a r  p o l i c y  which a l l o w s  
p r i m a r y - l e v e l  f a c i l i t i e s  ( i .  e .  , h e a l t h  c e n t e ~ f  and 
d i s p e n s a r i e s )  t o  r e t a i n  most o f  t h e  r e u e n u 8 ' t h e y  g e n e r a t e ;  and 

I 

( d )  t h e  commitment of t h e  MOH t o  r e a l l o c a t i n g  r e s o u r c e s  i n  b 
f a v o r  of pr imary  a n d - p r e u e n t i u e  c a r e  as s t a t e d  i n  t h e  
Development P l a n  and i ~ o r w a r d  Budge t s .  

- 

I 



7 tic.! l o n g - t e r m  s u s t a i . r r a b : i l i t y  a n d / o r  m a i n t e n a n c e  o f  t h i s  s h i f t  
w i t h i n  t h e  MOH prograln1n:ing f r a n ~ e w o r k  i s  a  key r e q u i r e ~ n e n t  f o r  
t h e  succes's o f  t h e  p r o g r a m .  I n  t h i s  r e g a r d ,  i t  i s  e s s e n t i a l  
t h a t  t h e  HCF p r o g r a m  e s t a b l i s h  t h e  c a p a c i t ! ~  w i t h i n  t h e  MOH t o  
a d e q u a t e l y  r e l a t e  and t r a n s l a t e  t h e  p o p u l a t . i o n t s  c r i t i c a l  
h e a l t h  needs i n t o  p rogramming  and bydge t i n g  approaches  t h a t  
expand p r e v e n t i . v e  s e r v i c e s .  1-he l o n g e r  t e r m  f i n a n c e d  
c o r ~ ~ m i t m e n t s  o t h e r  d o n o r s  ( p a r t i c u l a r l y  t h e  W o r l d  Bank) p l a n  t o  
make i n  t h e  s e c t o r  w i l l  a d m i t t e d l y  be c r i t i c a l  t o  e n s u r i n g  n o t  
o n l y  t h a t  t h e  MOH m a i n t a i n s  t h e  r e d i r e c t i o n  o f  r e s o u r c e s ,  b u t  
t h a t  i t  a l s o  has  t h e  f i n a n c i a l  c a p a c i t y  t o  t r a n s l a t e  r h e t o r i c  
i n t o  r e a l i t y .  

2 C .  Imp rovemen t  o f  H e a l t h  F a c i l i t i e s :  

The q u a l i t a t i v e  d e f i c i e n c i e s  e x i s t i n g  i n  t k e  p u b l i c  s e c t o r  a r e  
r r~os t  a p p a r e n t  i n  t h e  p r o v i n c i a l  and d i s t r i c t  h o s p i t a l s .  I t  i s  
p l a n n e d ,  t h e r e f o r e ,  that :  a d d i t i o n a l  r e s o u r c e s  w i l l .  be made 
a u a i l a b l e  t o  t hem t h r o u g h  c o s t  s h a r i n g ,  supp lemen ted  by a  
p o r t i o n  of t h e  l o c a l  c u r r e n c y  s u p p o r t  t h a t  w i l l  be a v a i l a b l e  i n  
t h e  GOK1s s p e c i a l .  a c c o u r i t  f o r  t h i s  p r o g r a m .  On t h e  b a s i s  o f  
t h e  r e c e n t  B a n k - l e d  h e a l t h  c a r e  f i n a n c i n g  r e v i e w ,  i t  seems 
c l e a r  t h a t  marked  imp rovemen ts  i n  q u a l i t y  c o u l d  be  made q u i c k l y  
and  e a s i l y  t h r o u g h  t h i s  p r o v i s i o n  o f  rnodest  a m o ~ ~ n t s  o f  
f i n a n c i a l  r e s o u r c e s .  T t ~ e s e  imp rovemen ts  w i l l  s u b s t a n t i a l l y  
enhance t h e  a c c e p t a b i . l i  t:y o f  c o s t  s h a r i n g .  

Second, f r om s  t u d i . e s  c o r ~ d u c t e d  b o t h  i n  Kenya and el.sewher-e, i.t 
i s  e x p e c t e d  t h a t  t h e  modes t  f e e s  l i k e l y  t o  be  i n t r o d u c e d  i n  t h e  
f i r s t  phase  of- t h e  P r o g r a n ~  w i l l  n o t  r e s u 1 . t  i n  s i g n i f i c a n t  
reduction i n  lecji t in~atcr-! de~ r l and  f o r  s e r u : i c e s .  T h e s e  s t u d i e s  
s u g g e s t  t h e  p r i c e  c ! l a s t - i . c i t y  o f  dernand f'crr- such  se rv i . ces  i s  
such  t h a t ,  t o  t h e  e x t e n t .  t h a t  a r e d u c t i o n  i n  u t . i l . i z a t i o n  
o c c u r s ,  i t  w i l l  t e n d  t o  be f o r  s o - c a l l e d  " f r i u o l o u s "  demand 
( i . e . ,  a  p e r s o n  w i l l  n o t  go t o  a  h o s p i t a l  f o r  m i n o r  a i l m e n t s  o r  
w i l l  seek c a r e  a t  a  more a p p r o p r i a t e  l e v e l ) .  Phe r e d u c t i o n  i n  
" f r i u o l o u s "  demand e x p e c t e d  t o  r e s u l t  f r o m  u s e r  f o e s  I s  
e x p e c t e d  t o  r e d u c e  w a i t i n g  t i m e s  and t o  e n a b l e  more t i m e  t o  be 
s p e n t  w i t h  e a c h  p a t i e n t  - t w o  i m p o r t a n t  measures  o f  q u a l i t y .  

F i n a l l y ,  t h e  MOH r e c e n t l y  has begun t o  t a k e  s t e p s  t o  i n c r e a s e  
f i n a n c i n g  o f  non-wage r e c u r r e n t  e x p e n d i t u r e s  o f  t h e s e  
f a c i l i t i e s .  Thkq.&#yill i n t e n s i f y  p r i o r , t o  io3t iaklr )g - - . - A .  & .  ij* S$y *.- 
c o s t - s h a r i n g .  %kevih s u b s t a n t i a l  ilaprduenwikfr $6 ' p l ip l i ty  a%@, - .  . . -  - c :; 
t a k e  t i m e ,  we srr4 ~ 3 i t t l e  l i k e l i h o o d  t h a t  t h u . r r s o u r c e s  w i l l  b6.'- ' 
a u a i l a b l e  t o  f i n a h c e  t h e s e  w i t h o u t  c o s t  s h a r i n g .  

* - 
The p r o p o s e d  P rog ram i s  r e a l l y  f o c u s e d  o n  e s Y a b l i s h i n g  c o s t  
s h a r i n g  a t  K e n y a t t a  N a t i o n a l  H o s p i t a l  (KNH)  a n d  M i n i s t r y  o f  

I i 

H e a l t h  (MOH). - T o  t h e  e x t e n t  imp rovemen ts  in e f f i c i e n c y  ( c o s t  . 
c o n t a i n m e n t )  o c c u r ,  t h e y  w i l l  be due i n  p a r t  t o  t h e  e f f e c t s  of 
c o s t  s h a r i n g .  F o r  example,  i n c r e a s e d  f i n a n c i a l  r e s o u r c e s  w i l l '  
i n c r e a s e  t h e  l i k e l i h o o d  t h a t  equ ipmen t  a n d  s u p p l i e s  w i l l  be  
a v a i l a b l e  and f u n c t i o n i n g ,  one o f  t h e  m a j o r  causes  o f  t h e  

. ' ' b  ' i  
, i t  



~ ~ r ~ a c c c ! p t a b l y  I .ong lengt l - . IS o f  s t a y  i n  pub1i .c h o s p i . t a l s  . 
I ~ i ~ p r o v e d  r e f e r r a l  and u t - i l i z a t i o n  p a t t e r n s  shou ' ld  r educe  
o u e r c r o w d i n g  and a l l o w  h o s p i t a l  s t a f f  t o  d e v o t e  t h i s  a t t e n t i o n  
t o  t h o s e  i n  r e a l  need o f  c a r e .  We do n o t  p r o p o s e ,  however ,  t o  
t r y  t o  t a k e  o n  b road-based  management i n ~ p r o v e m e n t s  i n  t h e  
sys tern d u r i n g  t h i s  f o u r - y e a r  t i r n e f r a m e .  

I n  t h e  case  o f  KNH, t h e  Wor ld  Bank has a l r e a d y  made a  
p r e l i m i n a r y  assessment  o f  p h y s i c a l  f a c i l i t y  improvements  
n e c e s s a r y  on a  p r i o r i t i z e d  b a s i s  o v e r  a  f o u r - y e a r  t i m e  f r a m e  t o  
i m p r o v e  c a p a c i t y .  T o g e t h e r  w i t h  t h e  Bank ,  KNH i s  d e v e l o p i n g  a  
f o u r - y e a r  i n v e s t m e n t  p r o g r a m  t h a t  w o u l d  b e  f i n a n c e d  by t h e  Bank 
and t h r o u g h  KNH s  e v e n t u a l  r evenue  g e n e r a t i o n .  'This same 
c o n c e p t  a p p r o a c h  t o  " i n u e s t m e r i t  p l a n n i n g "  w i l l  be i n t r o d u c e d  
more b r o a d l y  i n t o  t h e  MOH's p l a n n i n g  and b u d g e t i n g  p r o c e s s e s  
t t i r o u g h  USAID's  and o t h e r  d o n o r s '  s u p p o r t  o f  
a n a l y t i c a l / a s s e s s m e n t  s t u d i e s ,  such  as t h e  P r o v i n c i a l  and 
D i s t r i c t  H e a l t h  S e r v i c e s  S t u d y .  

3 .  P rog ram B e n e f i c i a r i e s :  

The p r o g r a m  w i l l  t a r g e t  b e n e f i c i a r i e s  by  two a p p r o a c h e s .  One 
o u t p u t  o f  t h e  PDBS-funded P r o u i n c i a l  and  D i s t r i c t  H e a l t h  
S e r v i c e s  S tudy  t h a t  i s  now underway w i l l  be t h e  deve lopmen t  o f  
g u i d e l i n e s  f o r  t h e  P r o v i n c i a l  and D i s t r i c t  H e a l t h  Management 
'reams f o r  t h e  u t . i l i z a t i . o r i  o f  r e s o u r c e s  g e n e r a t e d  t h r o u g h  c o s t  
s h a r i n y  . A d r a f t  me thodo logy  o f  p r i o r i t i z i n g  s p e n d i n g  has 
a l . r eady  been d e v e l o p e d  b y  IPS  and w i l l  s e r v e  as t h e  bas-is f o r  
t h e  g u i d e l i n e s .  I.hese g u i d e l i n e s  w i l l  o u t l i n e  t h e  methods t o  
i d e n t i f y  a r e a s  n e e d i n g  p r i m a r y  a t t e n t i o n  and t h o s e  a c t i v i t i e s  
h~hr ich ~ r ~ o u l d  have  t h e  m o s l r  i m p a c t  on  t h e  h e a l t h  s t a t u s  o f  t h e  
popw l .a t r i on  s e r v e d .  0 c e r t a i n  per 'cer i tage .  o f  f unds  w o u l d  b e  
d e s i g n a t e d  fo r .  p r i m a r y  and  p r e v e n t i v e  p rograms and f o r  t h o s e  
l o c a t i o n s  and s u b - - l o c a t i o n s  h a v i n g  g r e a t e s t  n e e d .  T h i s  
w i t h i n - D i s t r i c t  a l l o c a t i o n  method w i l l  c o n t i n u e  d u r i n g  t h e  LOP, 
b e i n g  m o d i f i e d  as t h e  m o n i t o r i n g  and e v a l u a t i o n  sys tem n o t e s  
p o s s i b l e  imp rovemen ts  i n  t h e  s y s t e m .  

By t h e  end o f  t h e  f o u r t h  yea r  o f  t h e  Program,  we e n v i s i o n  t h e  
r e a l l o c a t i o n  f r o m  b e t t e r  t o  worse  o f f  D i s t r i c t s  w i l l  be f u l l y  
f u n c t i o n i n g .  The MOH c u r r e n t l y  has d e v e l o p e d  a n  i n d e x  o f  need 
f o r  e a c h  d i s t r i c t .  The f o l l o w i n g  i n d i c e s  a r e  i n c l u d e d :  
p o p u l a t i o n ,  p o p u l a t i o n  d e n s i t y ,  m o r b i d i t y  r a t e ,  
p o p u l a t i o n  l i v i n g  more t h a n  four Km fro$r,g- hqnlth fac  
number o f  GOK h e a l t h  c e n t e r s ,  number ef  '@OK &ispenlarf i f ,  
q u a l i f i e d  s t a f f ,  .GOK H e a l t h  center beds .  These are weighted 
and  a  "need  c o - e f f i c i e n t "  c a l c u l a t e d .  C u r r e n t l y  t h e  MOH t h e n  
compares t h i s  l l c o e f f i c i e n t  o f  need" t o  e s t i m a t e d  -- b u d g e t  
a l l o c a t i o n s  i n  t h e  p l a n n i n g  p r o c e s s .  

G i u e n  r e g i o n a l  d i f f e r e n c e s ,  we a n t i c i p a t e  t h a t  many d i o t r i e t s  
have  t h e  a b i l i t y  t o  r a i s e  s i g n i f i c a n t  r e v e n u e s .  I n  o t h e r  h, ? 

C.C. 

[iT 
g e o g r a p h i c a l  a r e a s  w i t h  m i n i m a l  economic  r e s o u r c e s ,  t h e  



r e v e n r ~ e s  g e n e r a t e d  w - i l l  be q u i t e  l o w ,  The c e n t r a l  h e a d q c ~ i s r t e r s  
w i l l  t a k e  the! l e a d  by  y e a r  t h r e e  o f  t h e  pr.ogr.am i n  r e a l l . o c a t i n g  
r e s o u r c e s  f r o m  t h e  r i c h c ! r  t o  p o o r e r  a r e a s .  Based on  t h e  
r e u e n u e ~  g e n e r a t e d  t h e  y e a r  b e f o r e ,  a n  ave rage  p e r  c a p i t a  
a l l o c a t i o n  o f  reuenues g e n e r a t e d  t h r o u g h  c o s t  s h a r i n g  w i l l  be 
e s t i m a t e d .  T t lough t h e  e x a c t  m e t h o d o l o g y  o f  r e s o u r c e  a l l o c a t i o n  
w i l l  need  t o  be  r e f i n e d  o u e r  t h e  p rog ram,  t h e  MOH w i l l  s h i r t  
c e n t r a l .  a l l o c a t i o n s  t o  t h o s e  d i s t r i c t s  g e n e r a t i n g  l o w e r  
l e u e l s .  Once t h e s e  a d d i t i o n a l  f u n d s  a r e  r e l e a s e d  t o  t h e  
d i s t r i c t s ,  t h e y  w i l l  be a l l o c a t e d  a c c o r d i n g  t o  t h e  D i s t r i c t  
G u i d e l i n e s  d e s c r i b e d  aboue .  

4 0 .  P rog ram Management 

USAID n o t e s  t h e  conce rn  o f  t h e  ECPR i n  t h e  Program Management 
a s p e c t  o f  the. p roposed  p r o g r a m .  We a n k i c i p a t e  t h a t  t h e  f i r s t  
y e a r  2C t h e  Program w i l l  be t h e  m o s t  management i n t e n s i u e .  A 
sys  t e n  f o r  monitoring t h e  c o n d i t i o n a l i  t y  and t h e  ach ieuemen t  o f  
benchmarks mus t  be p u t  i n t o  p l a c e .  I n  a d d i t i o n  t h e  '1 -echn ica l  
A s s i s t a n c e  team w i l l  n o t  y e t  be i n  p l a c e  a t  t h e  t i m e  we 
a n t i c i p a t e  t h e  f i r s t  benchmarks t o  be m e t .  Thus, t h e  f o l l o w i n g  
d i u i s i o n  o f  l a b o r  i s  a n t i c i p a t e d .  

I n  t h e  f i r s t  y e a r ,  t h e  C h i e f  o f  t h e  HPH O f f i c e  w i l l  d e u o t e  3 0  
p e r c e n t  o f  h i s / h e r  t.ime t o  o u e r a l l  p o l i c y  d i a l o g u e  and 
s p e c i f i c a t i . o n  o f  t h e  P o l i c y  Re fo rm  Agenda.  The H e a l t h  
P o p u l a t i o n  O f f i c e r  1rJ i .11  d e u o t e  6 0  p e r c e n t  o f  h i s / h e r  t i m e  t o  
t h e  j .mpl.ement.at i .on o f  t h e  Re fo rm  Agenda a t  t h e  MOH and KNH. I n  
a d d i t i o n  t h e  C D I  under  t h e  s u p e r u i s i o n  o f  t h e  HPN O f f i c e r  ~ r J i : l l  

spend 5 0  p e r c e n t  o f  h i s / t l e r  t i m e  on  t h e  i m p l . e m e n t a t i o n  of '  
r e f o r n l  a t  NHlF and i n  f i n a l i z i n g  t h e  H F P  f o r  T e c h n i c a l  
Ass is t :a r i ce .  'I'he F'SC H e a l t h  Ecoriomist:  w i l . 1  s e r v e  as b a c k s t o p  j n  
a l l  areas of t e c h n i c a l  r.euiel*r o f  a p p r o p r ~ a t e n e s s  o f  d e c i s i o n s  
t a k e n  and  p o l i c y  i m p a c t  and w i l l  spend 1 0 0  p e r c e n t  o f  h i s l h e r  
t i m e  cbn t h e  Pr-oyran~. 

Midway i n  y e a r  one , we e x p e c t  t h e  T . A .  team t o  be i n  p l a c e  and 
f u l l y  f u n c t i o n a l  by  t h e  b e g i n n i n g  o f  y e a r  t w o .  The second  
d i s b u r s e m e n t s  a r e  a r e  p r a j e c t e d  t o  t a k e  p l a c e  midway t h r o u g h  
y e a r  t w o .  We e x p e c t  t h e  TQ c o n t r a c t o r  t o  p l a y  a m a j o r  r o l e  i n  
t h e  d a y  t o  day  o p e r a t i o n s  o f  t h e  p r o g r a m  i m p l e m e n t a t i o n  and  
m o n i t o r i n g  t h e  p o l i c y  a n d  i n f r a s t r u c t u r e  change. P r o c e d u r e s  
f o r  AID m o n i t o r i n g  w i l l  be  i n  p l a c e  b a s e d  on y e a r  one 
e x p e r i e n c e .  . sh .% a!2S - 
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The C h i e f  o f  t v i s i o n  @ll continuo 'hds/h<r;"~Mo'lrrr 
t h e  P o l i c y  l e v e l  f o r  15 p a r c e n t  t i m e  m o n i t o r i n g  conditio , 
w i t h  5 0  p e r c e n t  t i m e  o f  t h e  HPM o f f i c e r  m o n i t o r i n g  t h e  
a c h i e v e m e n t s  o f  c o n d i t i o n a l i t y  and t h e  1-0 m n t r a c t  w i t h  the  
t e c h n i c a l  a s s i s t a n c e  o f  t h e  f u l l  t i m e  PSC-health e c o n o m i s t .  
T h i s  d i v i s i o n  o f  t i m e  w i l l  be  m a i n t a i n e d  u n t i l  t h e  end  o 
P rog ram.  
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4 8 .  1 -echn ica l  n s s i s  t a n c e  

-1 he i~npl .ement .at . ion and f u r t h e r  d e f i n i t i o n  o f  t h e  re fo r rn  agenda 
i s  w e l l  underway,  These a c t i v i t i e s  c a n n o t  w a i t  f o r  long-kerm 
1 ' A  t o  a r r i v e .  I n  f a c t ,  a d d i t i . o n a 1  a n a l y t i c a l  must be 
u n d e r t a k e n  i n  o r d e r  t o  meet t h e  c o n d i t i o n s  f o r  t he  f i r s t  
d i s b u r s e m e n t .  The M i s s i o n ,  w i t h  t h e  i m p l e m e n t i n g  a g e n c i e s ,  has 
o u t l i n e d  a  f a i r l y  t i g h t  schedu le  o f  a c t i o n s  r e q u i r e d  o v e r  t h e  
n e x t  y e a r .  We a n t i c i . p a t e  t h a t  i f  t h e  PROAG i s  s igned  i n  
August ,  t h e  R F P  w i l l  be o u t  i n  September and a  c o n t r a c t o r  
chosen b e f o r e  Chr i s tmas ,  t h e  TA team w i l l .  be i n  p l a c e  i n  March .  

I n  t h e  i n t e r i m ,  we p l a n  t o  phase TA i n p u t s  t o  t h e  system v i a  
buy - ins  t o  t h e  REACH P r o j e c t .  When t h e  REACH c e i l i n g  was 
r a i s e d ,  Kenya was g i v e n  a  l e v e l  of $400,000 f o r  buy - ins  . We 
expanded t h e  Scope o f  t h e  P r o v i n c i a l  and D i s t r i c t  H e a l t h  
S e r v i c e s  S t u d y .  The a n a l y s i s  o f  t h e  s t u d y  w i l l  l e a d  t o  t h e  
deve lopment  o f  g u i d e l i n e s  f o r  e x p e n d i t u r e s  and i m p l e m e n t a t i o n  
p l a n s  f o r  t h e  new system ( $ 8 0 , 0 0 0 ) .  An a d d i t i o n a l  b u y - i n  w i l l  
become e f f e c t i v e  as o f  Flugust t o  s u p p o r t  1 5  a r l a l y t i c a l  works ,  
o p e r a t i o n s  r e s e a r c h  and p l a n n i n g  a c t i v i t i e s  ($220 ,000) .  These 
a r e  t h e  a n t i c i p a t e d  '1-A r ,equirernents t o  a s s i s t  t h e  GOK t o  meet 
t h e  f i r s t  s e t  o f  c o n d i t i o n a l i t y  ( a c t i v i  t i e s  schedu led  f r o m  
August t o  Decernber 1 9 8 9 ) .  We w i l l  use o u r  KHCF program f u n d s  
f o r  t h e  f i n a l  b u y - i n  t o  REACH ($100,000)  so t h a t  T A  needs and 
o b s e r u a t i o n / s t u d y  t o u r s  a n t i c i p a t e d  f rom January t o  March car) 
t a k e  p l a c e .  F i n a l l y ,  we w i l l  h o l d  some program f u n d i n g  f r e e  in 
case t h e r e  i s  a  de lay  :i.n p u t t i n g  t h e  TA c o n t r a c t o r  i n  p l a c e .  
'The M i s s i o n  wou1.d t h e n  do d i r e c t  c o n t r a c t i n g  f o r  sma1.1 
a c t i v i  t i e s  as needed. (See PIO/"rs 61.5-0510-3-90062 and 
615.--0510--3-30033 f o r  d e t a i l s  o f  pre-implementation a c t i v i t i e s . )  

F.or t h e  rnaj0ri. t .y i f  n o t  a l l  o f  t h i s  work ,  we p l a n  t o  use t h e  
c e n t r a l l \ l - - f u n d e d  Reach P r o j e c t  f o r  two r e a s o n s .  One i .s  t h a t  
R E A C H  has worked i n  Kenya on two a c t i v i t i e s ,  KNH and NAS 
s t u d i e s .  They know t h e  c o n t e x t  and a r e  f a m i l i a r  w i t h  t h e  
Kenyan f i n a n c i n g  s i t u a t i o n .  They a r e  a l s o  known and r e s p e c t e d  
by t h e  Kenyans. Second ly ,  as a l l  t h r e e  imp lemen t ing  agenc ies ,  
r e f o r m  a c t i o n s  a r e  i n f l u e n c e d  by t h e  o t h e r s ,  and recommended 
r e f o r m s  i n  one w i l l  a f f e c t  r e f o r m s  suggested  f o r  o ther-s ,  
o v e r a l l  t e c h n i c a l  s u p e r v i s i o n  i s  r e q u i r e d  t o  assu re  t h e  
deve lopment  o f  a  r a t i o n a l  s e c t o r - w i d e  r e f o r m  agenda. 

The t i m i n g  d e l a y  o f  t h e  TA i n p u t s  t o  t h e  program no ted  i n  PAAD 
c a b l e  i s  i m p o r t a n t .  T h e r e f o r e ,  though t h e  disbursemenQs a r e  .._ 
a n t i c i p a t e d  to ,  t a k e  place  oL#~+three years ( 3 1 / @ '  yq&%$$pom* " i ,  
s i g n i n g  o f  t h e  PROAG), g i v e n  t h e  t i m i n g '  1.9 of Tfl i n p d t i  t o  
a s s i s t  the r e f o r m  agenda, the m i s s i o n  proposes  a f o u r - y $ a r  

? 

PACD. From s i g n i n g  t h e  PROAG t h i s  a l l o w s  an a p p r o p r i a t e  l e n g t h  
o f  t h e  TA c o n t r a c t  and a l l o w s  a l o n g e r  t i m a - r r a m e  t o  meet t h e  
l a s t  d i s b u r s e m e n t  i f  d e l a y s  t a k e  p l a c e .  The f i n a l  e v a l u a t i o n  
of t h e  Program would t h e n  t a k e  p l a c e  a f t e r  t h e  l a s t  /+ ;. 
d i s b u r s e m e n t  has been made. 6 - 

h '  

5 .  F A A  S e c t i o n  611(A) ( 2 )  c o n s i d e r a t i o n s  shown as Annex H .  
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ANNEX P 

RESPONSE TO PAIP APPROVAL CABLE 

The following USAID/Kenya response to the Health Care Financing 
PAIP Approval Cable is keyed to paragraph numbers of the cable 
(State 158128, Annex 0). 

2A. Program Strategy/Other Donors 

As stated in the PAIP, the Mission considers the proposed AEPRP 
to be the first phase of a longer term reform process. It is 
not expected, however, that A.I.D. will make a major financial 
commitment of this effort beyond the 15 Million proposed in 
this PAAD. In the first phase of this reform program, the 
focus will be on introducing and/or strengthening 
cost-sharing. This will include the establishment of 
appropriate fee schedules, administrative/accounting 
mechanisms, procedures for ensuring access for those unable to 
pay, and policies and procedures for improving the allocation 
of resources in the sector. We feel confident that this can be 
accomplished during the four-year AEPRP. 

The Mission does consider health sector reforms, and especially 
those related to financing, to be of key importance to 
improving the quality, accessibility, and sustainability of 
services. We believe our role, however, to be catalytic. The 
initiatives established during the AEPRP will be continued and 
expanded through a consortium of donor assistance. For 
example, the World Bank is proposing to finance two linked 
operations in the health sector. The first, to be appraised in. 
FY 89/90, would finance capital improvements at KNH to help 
introduce cost sharing with quality improvements. rt would 
also finance some additional studies to prepare for future 
sector reforms. Further reforms would then be supported with a 
second, much larger policy-based operation. In essence, other 
donor commitments are already projected to span a 10 year 
timeframe. The highly collaborative program development 
process with the World Bank that has characterized PAIP and 
PAAD preparation can be expected to continue, as evidenced by 
the World Bank request for A.I.D. representation on the World 
Rank appraisal team in August to assess the first phase of 
their operation. Lack of agreement between USAID and the World 
Rank (the other major donor) is largely a non-issue. Assuming 
satisfactory progress is made in the initial phase of the 
WSAID/GOK program, we do expect that we would continue to 
provide some amount of technical support needed to sustain the 
reform process. For example, review of and assistance toward 
expansion of the role of the private sector in assisting the 
GOK meet health targets might be an appropriate area for 
limited follow-on assistance. 



The larger amounts of funding necessary to support a 
broad-based sector-wide reform program, however, will require 
resources far in excess of those potentially available from 
A.I.D. 

2B. As described in the PAIP and PAAD, the lack of financial 
resources for primary and preventive services is the key 
constraint to improved access and use of these services. Under 
the HCF Program, increased resources for these services will 
become available in three ways: 

(1) Through the fees generated and retained by all 
levels of the MOH system. This will be particularly true for 
health centers and dispensaries, which are the major sources of 
primary and preventive services in the system; 

(2) Through the additional resources made available 
through reallocations at the central level; and 

(3) Through the use of local currency made available 
under the program support component of the Program. 

These resources will, in particular, help to meet critical 
shortages in non-wage recurrent budgets for these facilities 
and programs. This includes the maintenance and repairs of 
buildings and equipment, replenishment of expendable supplies 
(especially essential drugs), and operating expenses (e.g., 
transport for field staff and logistics). 

Clearly, the hospital-based element of the health care system 
will continue to make demands on the resources of the MOH, both 
those allocated by the Ministry of Finance and those generated 
through cost sharing. We believe, however, that improvements 
in funding for primary and preventive services will materialize 
due to: 

(a) conditionality associated with the HCF Program which 
will require that resources equal to a specified portion of 
revenue expected to be generated through cost sharing will be 
used to augment the central MOH budget for primary and 
preventive services; 

(b) conditionality associated with a World Bank Project 
planned for FY 90, and subsequently associated with a larger, 
longer term multi-donor effort to be led by the Bank; 

(c) the establishment of a clear policy which allows 
primary-level facilities (i.e., health centers and 
dispensaries) to retain most of the revenue they generate; and 

(d) the commitment of the MOH to reallocating resources in 
favor of primary and preventive care as stated in the 
Development Plan and Forward Budgets. 



The long-term sustainability and/or maintenance of this shift 
within the MOH programming framework is a key requirement for 
the success of the program. In this regard, it is essential 
that the HCF program establish the capacity within the MOH to 
adequately relate and translate the population's critical 
health needs into programming and budgeting approaches that 
expand preventive services. The longer term financed 
commitments other donors (particularly the World Bank) plan to 
make in the sector will admittedly be critical to ensuring not 
only that the MOH maintains the redirection of resources, but 
that it also has the financial capacity to translate rhetoric 
into reality. 

2C. Improvement of Health Facilities: 

The qualitative deficiencies existing in the public sector are 
most apparent in the provincial and district hospitals. It is 
planned, therefore, that additional resources will be made 
available to them through cost sharing, supplemented by a 
portion of the local currency support that will be available in 
the GOK1s special account for this program. On the basis of 
the recent Bank-led health care financing review, it seems 
clear that marked improvements in quality could be made quickly 
and easily through this provision of modest amounts of 
financial resources. These improvements will substantially 
enhance the acceptability of cost sharing. 

Second, from studies conducted both in Kenya and elsewhere, it 
is expected that the modest fees likely to be introduced in the 
first phase of the Program will not result in significant 
reduction in legitimate demand for services. These studies 
suggest the price elasticity of demand for such services is 
such that, to the extent that a reduction in utilization 
occurs, it will tend to be for so-called "frivolous" demand 
(i.e., a person will not go to a hospital for minor ailments or 
will seek care at a more appropriate level). The reduction in 
"frivolous" demand expected to result from user fees is 
expected to reduce waiting times and to enable more time to be 
spent with each patient - two important measures of quality. 
Finally, the MOH recently has begun to take steps to increase 
financing of non-wage recurrent expenditures of these 
facilities. This will intensify prior to initiating 
cost-sharing. Though substantial improvements in quality will 
take time, we see little likelihood that the resources will be 
available to finance these without cost sharing. 

The proposed Program is really focused on establishing cost 
sharing at Kenyatta National Hospital (KNH) and Ministry of 
Health (MOH). To the extent improvements in efficiency (cost 
containment) occur, they will be due in part to the effects of 
cost sharing. For example, increased financial resources will 
increase the likelihood that equipment and supplies will be 
available and functioning, one of the major causes of the 



unacceptably long lengths of stay in public hospitals. 
Improved referral and utilization patterns should reduce 
overcrowding and allow hospital staff to devote this attention 
to those in real need of care. We do not propose, however, to 
try to take on broad-based management improvements in the 
system during this four-year timeframe. 

In the case of KNH, the World Bank has already made a 
preliminary assessment of physical facility improvements 
necessary on a prioritized basis over a four-year time frame to 
improve capacity. Together with the Bank, KNH is developing a 
four-year investment program that would be financed by the Bank 
and through KNH's eventual revenue generation. This same 
concept approach to "investment planning" will be introduced 
more broadly into the MOH's planning and budgeting processes 
through USAID's and other donors' support of 
analytical/assessment studies, such as the Provincial and 
District Health Services Study. 

3. Program Beneficiaries: 

The program will target beneficiaries by two approaches. One 
output of the PD&S-funded Provincial and District Health 
Services Study that is now underway will be the development of 
guidelines for the Provincial and District Health Management 
Teams for the utilization of resources generated through cost 
sharing. A draft methodology of prioritizing spending has 
already been developed by IPS and will serve as the basis for 
the guidelines. These guidelines will outline the methods to 
identify areas needing primary attention and those activities 
which would have the most impact on the health status of the 
population served. A certain percentage of funds would be 
designated for primary and preventive programs and for those 
locations and sub-locations having greatest need. This 
within-District allocation method will continue during the LOP, 
being modified as the monitoring and evaluation system notes 
possible improvements in the system. 

By the end of the fourth year of the Program, we envision the 
reallocation from better to worse off Districts will be fully 
functioning. The MOH currently has developed an index of need 
for each district. The following indices are included: 
population, population density, morbidity rate, percentage of 
population living more than four Km from a health facility, 
number of GOK health centers, number of GOK dispensaries, 
qualified staff, GOK Health Center beds. These are weighted 
and a "need co-efficient" calculated. Currently the MOH then 
compares this "coefficient of need" to estimated budget 
allocations in the planning process. 

Given regional differences, we anticipate that many districts 
have the ability to raise significant revenues. In other 
geographical areas with minimal economic resources, the 



revenues generated will be quite low. The central headquarters 
will take the lead by year three of the program in reallocating 
resources from the richer to poorer areas. Based on the 
revenues generated the year before, an average per capita 
allocation of revenues generated through cost sharing will be 
estimated. Though the exact methodology of resource allocation 
will need to be refined over the program, the MOH will shift 
central allocations to those districts generating lower 
levels. Once these additional funds are released to the 
districts, they will be allocated according to the District 
Guidelines described above. 

4 A .  Program Management 

USAID notes the concern of the ECPR in the Program Management 
aspect of the proposed program. We anticipate that the first 
year of the Program will be the most management intensive. A 
system for monitoring the conditionality and the achievement of 
benchmarks must be put into place. In addition the Technical 
Assistance team will not yet be in place at the time we 
anticipate the first benchmarks to be met. Thus, the following 
division of labor is anticipated. 

In the first year, the Chief of the HPH Office will devote 30 
percent of his/her time to overall policy dialogue and 
specification of the Policy Reform Agenda. The Health 
Population Officer will devote 60 percent of his/her time to 
the implementation of the Reform Agenda at the MOH and KNH. In 
addition the ID1 under the supervision of the HPN Officer will 
spend 50 percent of his/her time on the implementation of 
reform at NHIF and in finalizing the RFP for Technical 
Assistance. The PSC Health Economist will serve as backstop in 
all areas of technical review of appropriateness of decisions 
taken and policy impact and will spend 100 percent of his/her 
time on the Program. 

Midway in year one , we expect the T.A. team to be in place and 
fully functional by the beginning of year two. The second 
disbursements are are projected to take place midway through 
year two. We expect the TA contractor to play a major role in 
the day to day operations of the program implementation and 
monitoring the policy and infrastructure change. Procedures 
for AID monitoring will be in place based on year one 
experience. 

The Chief of the Division will continue his/her involvement at 
the Policy level for 15 percent time monitoring conditionality 
with 50 percent time of the HPN officer monitoring the 
achievements of conditionality and the TA contract with the 
technical assistance of the full time PSC health economist. 
This division of time will be maintained until the end of the 
Program. 



4B. Technical Assistance 

The implementation and further definition of the reform agenda 
is well underway. These activities cannot wait for long-term 
TA to arrive. In fact, additional analytical must be 
undertaken in order to meet the conditions for the first 
disbursement. The Mission, with the implementing agencies, has 
outlined a fairly tight schedule of actions required over the 
next year. We anticipate that if the PROAG is signed in 
August, the RFP will be out in September and a contractor 
chosen before Christmas, the TA team will be in place in March. 

In the interim, we plan to phase TA inputs to the system via 
buy-ins to the REACH Project. When the REACH ceiling was 
raised, Kenya was given a level of $400,000 for buy-ins. We 
expanded the Scope of the Provincial and District Health 
Services Study. The analysis of the study will lead to the 
development of guidelines for expenditures and implementation 
plans for the new system ($80,000). An additional buy-in will 
become effective as of August to support 15 analytical works, 
operations research and planning activities ($220,000). These 
are the anticipated TA requirements to assist the GOK to meet 
the first set of conditionality (activities scheduled from 
August to December 1989). We will use our KHCF program funds 
for the final buy-in to REACH ($100,000) so that TA needs and 
observation/study tours anticipated from January to March can 
take place. Finally, we will hold some program funding free in 
case there is a delay in putting the TA contractor in place. 
The Mission would then do direct contracting for small 
activities as needed. (See PIO/Ts 615-0510-3-90062 and 
615-0510-3-90033 for details of pre-implementation activities.) 

For the majority if not all of this work, we plan to use the 
centrally-funded Reach Project for two reasons. One is that 
REACH has worked in Kenya on two activities, KNH and NAS 
studies. They know the context and are familiar with the 
Kenyan financing situation. They are also known and respected 
by the Kenyans. Secondly, as all three implementing agencies, 
reform actions are influenced by the others, and recommended 
reforms in one will affect reforms suggested for others, 
overall technical supervision is required to assure the 
development of a rational sector-wide reform agenda. 

The timing delay of the TA inputs to the program noted in PAAD 
cable is important. Therefore, though the disbursements are 
anticipated to take place over three years (3l/4 years from 
signing of the PROAG), given the timing lag of TA inputs to 
assist the reform agenda, the mission proposes a four-year 
PACD. From signing the PROAG this allows an appropriate length 
of the TA contract and allows a longer time frame to meet the 
last disbursement if delays take place. The final evaluation 
of the Program would then take place after the last 
disbursement has been made. 

5. FAA Section 611(~) (2) considerations shown as Annex H. 



4C. Monitoring and Evaluation 

In addition to tracking financial changes and internal 
efficiencies and effectiveness via meeting conditionality, the 
GOK and USAID will receive monitoring data on the impact of the 
reforms on utilization of health services and potential changes 
in access and disease specific mortality rates. 

Through the MOH Health Information Systems (Unit), assisted by 
the USAID-financed Information Planning Systems Project (IPS), 
routine service delivery statistics are collected at facility, 
level, sent to District level where there are summarized and 
forwarded to headquarters. As part of the first condition, a 
monitoring system using facility-based data on utilization will 
be put into effect. The Kenya Heath Care Financing 
Implementation Committee (with HIS assistance) will monitor 
utilization as policy changes are put into effect. 

Normal reporting and intermediate indicators of health status 
are in use now in key MOH preventive and promotive programs. 
The Expanded Program on Immunization (KEPI) and the Control of 
Diarrheal Disease (CDD) Programs have developed a disease 
surveillance sentinel reporting system that should be 
operational in 1990. In addition periodic surveys are 
undertaken to assess EPI coverage; assess and use of ORT. 
Similar information on malnutrition can be gathered via the 
UNICEF supported CHANIS growth monitoring program. In 
addition, a modified population-based monitoring sytem linked 
to the Division of Family Health's sentinel disease 
surveillance reporting system for EIP diseases and diarrheal 
diseases is anticipated to become operational during the first 
year of the Policy Reform Program. Effects of the introduction 
of fees will be monitored. 

Currently, a National Kenya Demographic and Health Survey 
(KDHS) is being carried out. Field work for the KDHS was 
completed in May 1989. A follow-on survey will ascertain the 
causes of infant and childhood deaths, the determinants of 
mortality (including the relationship to malaria) and the 
availability and utilization of health services. These 
surveys will provide detailed information on a range of 
districts. The same population sample base can then be used to 
analyze impact of the KHCF Program. Another DHS is planned 
under our FPSS Project for 1992 - the year of the last 
disbursement by the HCF Program. 

5. FAA Section 611(A) (2) considerations shown as Annex H. 



ETMEIPL fa Ministry of M t h  !U.S. mllins) 

Year 1 
Am -- cXI< 

Year 2 
.m rJI! 

Year 3 
m SI: 

Year 4 
m a 

Studies ad Ardlysis 
-Baselire R3llaNp 19,600 
+riv&e Seam St* 
-Merral Su& F b U w  -- 

R3tal Studies ad Ardlysis 19,600 0 



Year 2 
'3x2 m 

Year 3 
A m  - =CK 

Y e a r  4 
rn Gx 

m a  Fssistarxl2 
Exterral:Srxt !l?xm 

+qt ansultalt a ,450 
-Arditect 5,850 
qirance Spxialist 4850 

L 0 C d : - s l a t  rn 
-Mgt Casulta-lt a ,000 -- 

Tbtal Tednical F s s i s t a ~ ~  91,150 0 

Traimrq 
Exterral:Srxt !l?xm 

-6 Mid W e l 6  mth IWrs 
-12 Mid LRvel 
m g  -- 

L0Cal:slat !celn-12 Mid mel -- 
Tbtal Traimrq 0 0 

Studies arfi Traimrg 
+rivate Wirg serv i~s  -- 

mal ~~dies ad ~raidrg o o 

mer casts 
mmSt~GCGtS 



ETNWDL PLAN for N a t i d  H a j p i t a l  I n s n m  Ehd (U.S. I D U S )  

Year 1 Year 2 Year 3 Year 4 T b t a l  
Am aCK AID aCK Am ax AID QX rn ax 

Trainirg 
EXterral:Stu@ mur 31,100 31,100 0 
Lwdl:Retreats 26,0o0 43,400 69,400 0 

-Cqgter trainirq -- -- 
w Training 31,100 o 26,000 o 43,400 o o 100,50O o 



Adnimstrative Ccsts 
Au3t arrl Evdluatim 
PreCcntractTA 
AID Permml Hire 
rnflatidcntirsemy 

l ? I m a x R A N  
Elha Ccsb rrt dirw+Jy r d & d  tn Iwtitr~&ms 

(U.S. Dollzrs) 

Y e a  i 
AID OX 

. .- -- re& 2 
AID OX 

T l ~ - w  A 
LFZlL -2 

AID ax 




