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Executive Summary

Kenya has long followed a strategy of pluralism in the health sector, allowing a
large and diverse non-government health sector to develop. This report docu-
ments the contributions of this non-government sector to some of Kenya’s
health goals. The potential exists for much higher levels of contribution from the
non-governmental sector. This requires collaboration between the public and
private sectors in identifying national public health priorities and in putting in
place a framework for achieving those goals.

Findings
The major findings of the assessment are as follows:

There is some confusion over the classification of private providers. Document-
ing the composition of the private sector by type of health care organization has
proved to be very difficult.

Non-government providers are a significant part of Kenya’s overall health care
provision capacity. They account for 50% of all hospitals and 36 % of Kenya’'s
hospital beds. They also account for approximately 21% of health centers and
51% of all other outpatient treatment facilities, although these include a wide
variety of different levels of quality and capacity, as noted above.

Studies undertaken in the mid-1980’s suggest that non-government sources of
finance account for slightly less than half of total health expenditures in Kenya.

The private sector has grown from a few providers when Kenya became inde-
pendent of British rule in 1963, to nearly 1500 in 1993. In the provider survey,
we noted a rise in the numbers of providers beginning work since 1990, imply-
ing recent rapid growth.

The geographic distribution of private health facilities in the country shows
strong patterns of rural-urban differentiation and concentration of certain types
of providers in certain areas.

The non-governmental health sector makes a substantial contribution to Kenya’'s
health services provision. Non-government services are used by all socioeco-
nomic classes, although the type of facility used may differ across these
groups.
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A review of a variety of disease and problem-specific studies shows that non-
government providers contribute in varying degrees to addressing public health
problems.

Evidence on the quality and efficiency of services provided by the private sector
is very limited and inadequate for any substantial conclusions.

Kenya has both public (NHIF) and private health insurance. Private third-party
insurance is a growing industry, but is still quite small and limited to urban
areas and covers primarily those employed in the formal sector. At present, the
NHIF suffers from a variety of problems, which impair its role as a successful
risk-sharing scheme and make it difficult to assess its overall impact on the
private sector.

Kenyan laws concerning the private health sector appear to regulate the quality
of inputs. They establish minimum standards for entry into the sector and the
framework of exchange in the private health sector market. There are signifi-
cant gaps in the laws affecting non-government health care providers, particu-
larly those addressing the development of private practice by non-physicians.
The laws are reportedly very poorly enforced and so often do not have the
desired effect.

The provider survey showed that private health facilities in Kenya face a number
of constraints which differ by facility type. They include high taxes, high trans-
port costs, lack of access to credit, very low rural incomes, poor rural infrastruc-
ture, and lack of information from the Ministry of Health concerning public
health activities and pharmaceuticals.

Recommendations

The recommendations are grouped under three headings:

1. System/General Policies

The MOH should improve institutional linkages between itself and the organized
non-governmental provision sector including CHAK, KCS and CMA. The recent-
ly established Office for NGO health providers should be strengthened and
invested with real powers and responsibility including development of programs
to support health NGOs. An effective mechanism should be established for
eliciting private sector input to health policy formulation.

The MOH should look for appropriate incentives to enhance coverage of servic-
es in relatively under-served areas of the country. Policies could include subsi-

dies to reduce start-up costs, adaptations of licensing rules and regulations, and
where appropriate, provision of inputs such as seconded government personnel.
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—

Government capacity to monitor quality in both the public and private sectors,
improve it overall, and take action to remedy problems is weak. Efforts should
include review and development of input standards, monitoring the output of
facilities, and continuing education/training opportunities for private providers.
These could be focussed initially on services of public health importance. Efforts
should also be made to use educational and promotional activities to influence
the behavior of private providers.

Current laws regulating non-government providers seem to be a burden to
providers, provide little effective regulation or information for the state, and
offer limited protection for consumers. The objectives and processes of regula-
tion, including existing laws, should be reviewed. Enhancement of the MOH'’s
regulatory role must be accompanied by a careful analysis of the resources and
capabilities required for it to successfully and effectively carry out these activi-
ties. :

The MOH should consider:

Developing a comprehensive database of private providers, which could be used
to monitor changes, identify targets for policy strategies, and develop opera-
tions research on quality and efficiency.

Strengthening the newly-established division of health systems research, includ-
ing the development of a research agenda and provision of adequate resources
to undertake operations research.

The role/potential for current cost-sharing policies in public facilities to improve
the quality of public sector health services, increasing price competition with
non-government providers.

2. Provider-Specific Recommendations

Mission facilities

The MOH could accelerate and simplify procedures for seconding health staff to
mission facilities in the context of newly decentralized authority; it should also
consider greater use of incentives to encourage staffing of remote facilities.

The MOH should encourage the dedication of a number of places in training
institutions, for example in the Medical Training College (MTC) for mission
health facilities.

The GOK and donors could assist mission facilities to improve their medical
records, book-keeping and other records.

Donors and the GOK could assist more mission hospitals to replicate PCEA
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Chogoria’s insurance experience.

The GOK should review the size of grants and the process of grant-making to
the mission health facilities.

For-profit providers

The cost of malpractice insurance for sole providers is currently high. The GOK
may wish to consider reforming insurance for practitioners in private practice.

The GOK should enact enabling laws to formalize private practice by nurses and
pharmaceutical technologists in order to allow for them to be better monitored
and regulated; it should also amend the Medical Practitioners and Dentists Act
to reflect the new role of clinical officers as operating in both the public and
private sectors.

Operations research should be conducted in order to better understand the role
being played by small for-profit providers, including the quantity and type of
services being provided, and the quality of these services. There is also a need
to assess the continuing education requirements of this type of provider.

NHIF
The ongoing efforts to reform the NHIF have potentially important implications
for the non-government hospital sector.

Pharmacies

Pharmacies are increasingly becoming a source of primary care in Kenya. The
MOH should recognize this and take appropriate actions, for example, to assure
that pharmacies providing such care employ appropriately-trained personnel.

Traditional health practitioners

The MOH should explore the use of traditional health practitioners in the distri-
bution of health information and family planning commodities.

Pilot programs should be developed to expose medical school undergraduates to
traditional healing practices.
Community health workers and pharmacies

The MOH and the donor community should continue to encourage them by
providing seed capital or subsidized drugs.
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3. Service-Specific Recommendations

The role of TBAs as care-givers during pregnancy and delivery is fairly well
demonstrated. Efforts at evaluating, identifying training needs, and providing
training for this group of providers should continue.

The MOH and the donor community should maintain and expand existing efforts
at integrating private providers. Integration of privately-practicing nurses and
clinical officers into family planning programs should continue; the MOH and
donors should consider undertaking studies to evaluate the cost-effectiveness of
this model of service provision, and the feasibility of extending it to other servic-
es of public health interest.

Relatively few private providers are providing immunization services as part of
their regular activities, and their contribution to overall immunization activity
appears to be relatively small. The cost-effectiveness of integrating the small
for-profit private provider sector into immunization activities {along the lines of
the KMA family planning project, adaped to include providing free or subsidized
vaccines) should be explored.

Efforts at educating and updating the knowledge of private providers regarding
correct treatment regimens and the problems caused by defaulting patients
should continue.

Ways to increase the role of the private sector in prevention activities, such as
provision of impregnated bednets, should be explored.

The role of commercial sources (pharmacies and shops) in treatment needs to
be recognized. Efforts at quality assurance (particularly in respect of appropri-
ate chemotherapy) need to be targeted at these providers. Public information
about the causes and dangers of drug-resistant forms of malaria is another
strategy to increase appropriate treatment.

Ways to make the promotion of ORS more attractive to commercial sources
should be identified. Private providers (including commercial sources) should be
included in training activities, focusing on those providers with the least access
to continuing education activities.

Social marketing should be explored as a way to increase demand for ORS.

The role of commercial providers in the treatment of childhood illness needs to
be recognized, with these providers included in education efforts.

Social marketing of condoms should be continued and intensified. The Ministry
should continue to strengthen links with NGOs through the AIDS NGO Consor-
tium, including making available training opportunities provided through external
agencies.
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Introduction

In 1989 the Government of Kenya (GOK) introduced cost-sharing in its health
facilities. The main reason for this change in policy was the need to mobilize
additional resources for the continued maintenance and improvement of the
health of Kenyans. Impressive gains in health have been made since indepen-
dence. Mortality rates have fallen and average life expectancy has risen.
These were achievements made possible in part by substantial investments by
the government in health with active participation from the private sector. In
recent times some of these gains are reported to have stagnated (1993 KDHS)
while others are on the verge of being reversed.

This threat of an erosion in health gains has been attributed in part to the gener-
ally poor performance of the economy. Falling revenues have severely con-
strained the government’s ability to continue to make substantial budgetary
allocations to health. The new fiscal reality, the emergence of new diseases
and resurgence of old and almost-contained diseases have created an environ-
ment in the Ministry of Health in which new ideas and approaches to mobilizing
resources to improve the health of Kenyans are being explored.

GOK Sessional Paper No. 1 of 1986, provides the basis for the ongoing reforms
in the Kenyan health sector. Enunciating the view that the government will not
be able to continue to provide “social {and economic) services at current levels
unless participants contribute more” (italics in original p.106), it laid the ground-
work for the introduction of cost-sharing in education and health. Scarce re-
sources were to be redirected “toward growth-producing sectors”, and domestic
resources mobilized towards achieving national goals.

The Sessional Paper also announced the government’s intention to a) review
fees charged by the GOK for certain services where “participant support has
fallen behind the level of costs and the ability to pay”, b) introduce new charg-
es and c) to reduce spending on health from 9 to 8% (p.30) of recurrent expen-
ditures. Some of the fiscal burden of health was to be transferred to private
health providers and individuals. Pursuant to this, the GOK undertook to create
and promote an environment conducive to greater private sector involvement in
health.

Having decided to accept a pluralistic health sector, Kenya faces a challenge.
How can non-governmental health care make a greater contribution to national
health goals? This question has formed part of the policy agenda of the Minis-
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try of Health for some time. Private sector development issues are an important
component of the Ministry’s Five-Year Strategic Plan for the Financing of Health
Services in Kenya. A number of studies, workshops and consultations have
already been undertaken as part of this process. However in Kenya as in
many other countries, there continues to be little information about the compo-
sition of the private provision sector and the nature of services that it provides.
Furthermore, the information available is not usually in a form easily accessible
to the policy maker or researcher. This study thus aims to contribute to this
broader process of reform by addressing that informational problem. It was
funded by the Health and Human Resources Analysis for Africa (HHRAA) project
of the Africa Bureau of USAID/W. The study was undertaken by the Data for
Decision Making Project at Harvard University in collaboration with the African
Medical Research Foundation (AMREF)and with the active assistance of the
MOH, USAID/K and the Kenya Health Care Financing Project.

Methodology

The Private Sector Assessment follows the methodology in DDM’s Working
Draft “Assessing the Private Sector: Methodological Guidelines” (Berman and
Hanson, 1994). Data from different sources and of different kinds were used.
The principal sources of information and data were GOK publications such as
the Statistical Abstract and the Economic Survey, the many background papers
prepared for the Kenya Health Care Financing Project and consultants’ reports,
including evaluations of the cost-sharing scheme. Two sources of new informa-
tion which merit particular attention are the Provider Survey undertaken by
DDM/AMREF as part of this study and the 1993 Kenya Demographic and Health
Survey which DDM further analyzed to obtain evidence on the contribution of
the private provision sector to certain services. The Health Provider Survey
provided information on certain variables on which the construction of the
profile of the private provision sector could be premised. Further detail about
the provider survey appears in Appendix 1.

An important shortcoming of our reliance on secondary data is the difficulty it
poses for comparing evidence across sources and across time periods. The
most important source of facility-based health information in Kenya, the Health
Information System (HIS) database, is incomplete. For example, during the
provider survey field work in Kisumu we found that more than half of the pri-
vate providers were not in the HIS database. Response rates vary across years
and across institutions and there is some confusion over the classification of
facilities by type and ownership. Delays in collecting and processing informa-
tion mean lags of up to two years in the availability of information regarding
facility-reported mortality and morbidity.
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Structure of the Report

This report consists of 10 Chapters. Chapters 2 and 3 provide background
information on Kenya, its economy, health indicators and the health system.
The purpose of these two chapters is to lay the groundwork for the assessment
of the private sector’s contribution to health and to understand the economic
environment in which private providers operate. In Chapter 4 we develop a
typology of the private provision sector. Chapter 5 looks at the characteristics
of private providers, including the growth of the sector, and their distribution.
The utilization of private providers for curative services and factors affecting it
are discussed in Chapter 6. Chapter 7 looks more specifically at the private
sector contribution to major public health activities. Government policies have
direct and indirect impacts on the private provision sector. These are analyzed
in Chapter 8. Regulatory issues are outlined in Chapter 9. The report concludes
in Chapter 10 with a discussion of some of the key findings and a preliminary
list of strategies that may be considered to make better use of the non-govern-
mental sector in achieving Kenya’s health goals.
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1 General Background Information

The Economy

Kenya's post-independence economic history can be divided into three distinct
periods: 1) a period of rapid growth which spanned the 60s and 70s; 2) a
period of measurable growth which lasted for most of the 1980’s; and 3) a
period of stagnation which began in the 90s. The first period was characterized
by decent growth rates of 6.6% per annum and a very low inflation rate of 3%
per annum. Savings and investment were relatively high and comprised about
20% of GDP. The growth rate in the second period averaged about 4% per
annum while in the third period growth declined to an average rate of 0.2% per
annum. Table 1 summarizes Kenya’s key macroeconomic indicators for the
period 1965 to 1992,

Fiscal Position

Since the 1980s the Kenyan economy has been characterized by large fiscal
imbalances, although much of the financing gap has been offset by credit from
donors and heavy GOK borrowing from the domestic capital market. As of June
30 1993 total GOK debt outstanding to foreigners was KSh. 271,568.2 million
up from KSh. 53,525.20 million in 1889. In the same period domestic debt rose
from KSh.13,369 million to KSh. 38,751.2 million, a five-fold increase. The
increase in the shillings amount of the external debt is largely due to the series
of currency devaluations undertaken by the government beginning in 1993.
Judging from the debt service ratio, external debt at its current level does not
appear to be a constraint on the longer term prospects of the Kenyan economy.
Provisional figures for 1993 show that only 7% of Kenya's export earnings in
that year was devoted to servicing the external debt, down from 17% a year
earlier.

Faced with declining donor support and increased budgetary constraints, the
GOK has sought to diversify sources of revenues. There is an increasing reli-
ance on indirect taxes. As Table 2 below shows, indirect taxes make up close
to two-thirds of total GOK revenues. This is likely to increase in 1994 onwards
as the net of goods and services subject to VAT (value-added tax) is widened.
This increased reliance on indirect taxes, insofar as those taxes are regressive,
has important implications for income distribution and equity in the country.
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Table 1

Kenya: Economic Growth Indicators and International Trade

1964-1971 | 1975-1980 | 1980-1984 | 1985-1997| 71992-1993 | 1982-1993**

GDP GROWTH p.a % 6.50 5.60 2.10 ’ 5.00 0.30 - 3.90
Agriculture 4.20 2.60 2.80 3.50 3.50 2.20
Industry 2.10 5.00 4.00 3.90
Manufacturing 8.20 7.60 3.70 5.30 0.80 4.70
Services 4.10 5.10 1.80 4.60
EXTERNAL TRADE 1991-92 1982-92
ﬁ’;‘;f’:f;ﬁ:;";) 0.50 -2.80 3.20 7.20 3.00
Growth of
Manufacturing -4.10 -5.80 12.90 10.50
Exports (real,p.a) %)
foy O Imports/GDP 22.50 18.00 19.10 18.30 18.20
E:&‘:‘;;ZDP %) 20.60 16.60 13.40 13.20
S ont/GOP 28.80 23.80 20.00
Savings and
Investment (%of
GDP)

Fixed Investment 23.20 21.60 19.40

Public 10.40 8.80 8.10
* Provisional
** Trend

Source: Statistical Abstract, several issues and Economic Survey, several issues. The series for 1975-80 is adapted
from Swamy, G (1994).

Employment

It is in the area of employment creation that Kenya is having her greatest diffi-
culty. As aresult of the high population growth rates of the 1960s and 1970s,
Kenya’s labor supply situation has changed. The ability of the economy to
gainfully employ new entrants into the labor market has decreased as the num-
ber of new entrants has grown. Reported unemployment in 1993 was 22%
(Economic Survey, 1994.) The situation has been exacerbated by the restric-
tive employment policy in public institutions. Indeed, public sector employment
fell by 1.9% in 1993. The slack in public sector employment appears to have
been picked up by the informal sector where over 48% of currently employed
Kenyans work. Indeed, this sector has accounted for much of the reported
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Table 2
Analysis of GOK Revenues 1989/90-1993/94, KEmillion*

Indirect Taxes Direct Taxes

Year Total Total | as % of Total Total | as % of Total

Revenue Revenue Revenue
1989/90 2,056:11 1,231.48 59.89 599.15 29.14
1990/91 2,436.82 1,389.80 57.03 713.08 29.26
1991/92 2,788.06 1,625.06 58.29 851.39 30.54
1992/93 3,479.55 2,072.01 59.55 997.94 28.68
1993/94 4,551.14 2,800.73 61.50 1,243.76 27.33

Source: Derived from Economic Survey, 1994,

*KE£1 = KSh. 20

employment growth in the country.

Unemployment in Kenya varies by gender. Women are much more likely to be
unemployed. Of those in wage employment only 23.1% are women. Because
health insurance and access to health services in Kenya is largely employment
based, the under-representation of women in the workforce has implications for
their health status.

The high rate of unemployment and the reliance on indirect taxes as a source of
revenues likely contribute to overall levels of poverty, and may reduce the
impact of poverty alleviation/mitigation measures. According to evidence from
the Kenya Welfare Monitoring Survey, the prevalence of rural poverty in Kenya
in 1993 was 47.9% , up from 33% reported in 1974 while 29.3% of the urban
population was found by the same survey to be poor (Economic Survey, 1994
p.44). Inequality between groups has thus widened. The health implications of
this have not been quantified. As most research has shown, the poor are more
prone to disease, consume less health care and seek curative health care quite

late.

Causes of the Poor Economic Performance

There are remote and proximate, exogenous and endogenous factors responsible
for Kenya’s poor economic performance. The remote factors include: the oil
price shocks of 1973 and 1979, which caused a deterioration of the external
terms of trade; the collapse of the East African Community, which decreased
the size of the market for Kenya’'s manufactured exports; and the 1982 drought.
Instability in the Horn Region in the 1970s and 1980s also necessitated substan-
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tial expenditures on defense. The proximate factors include the drought of
1992-94 and the general political instability in the region (recent events in Ethio-
pia, Somalia and Rwanda have benefitted Kenya enormously through the huge
injections of foreign exchange for UN peace keeping and relief operations), and
increased uncertainty in the level of donor support. The endogenous factors
relate to deficiencies in economic management as exemplified by the erosion of
fiscal discipline in the wake of the coffee boom of the 1977-78, and the failure
to carry policy reforms through. It should nevertheless be recognized that by
the end of the 1970s, Kenya had exhausted the easy parts of import-substitu-
tion industrialization. Further developments were going to be difficult largely
because the constraints to growth -- human capital, infrastructure and lack of
domestic absorptive capacity -- had become more binding.

Reform Measures

The government made several attempts in the past to adjust the economy to
changes in the external economic environment. Previous attempts focussed
mainly on stabilization measures: devaluation of the currency and exerting
greater control over public expenditures. Little was done to liberalize trade and
stimulate domestic production. Some of the adjustment policies succeeded,
particularly policies aimed at diversifying the agricultural base of the economy.
Horticultural exports doubled in the 1980s to become one of the country’s
export revenue earners alongside tea, coffee and tourism. New reform mea-
sures were announced in the 1994 budget. Under these new reforms, the
economy will be further opened to international competition. Many more prices,
including the price of grains and some petroleum products, will be liberalized and
the scope of VAT as a source of revenue widened.

The Role of the Private Sector

The reforms call for greater private sector involvement in the economy and
mechanisms have been put in place to facilitate this. Accordingly, a substantial
part of Kenya’'s large parastatal sector is scheduled for privatization. A Privati-
zation Committee has been set up and the government has decided to borrow
less from the domestic capital market in order to make more credit available to
the private sector. '

Implications for the Health Sector

The fiscal constraints have led the GOK to reduce her overall expenditures. For
health this has meant reductions in budgetary allocations. This is not likely to
change any time soon, nor is it possible to expect the share of health in GOK
expenditures to rise should the economy resume growth. In several policy
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documents the GOK has made clear her intentions to reduce allocations to the
“nonproductive” sectors of the economy, including health and education. Ken-
yans will increasingly be required to contribute more to the maintenance of their
health.

The implications of the reduction in expenditures for health are substantial both
for the future sustainability of GOK facilities and for the growth of the private
health care sector. Fee paying consumers will be more selective in their choice
of care provider. And to the extent that GOK facilities are perceived to provide
services of lower quality than private facilities, those Kenyans with the highest
ability and willingness to pay will select out of the public system. This could
create a two-tier health system in which the poor would be predominantly
served by government facilities. Given the limited ability of the poor to pay for
health services, the revenue earning capability of GOK facilities, based on cost-
sharing, may be greatly reduced. This could necessitate increased GOK expen-
ditures on these facilities. A second implication of the reduction in expendi-
tures is that the cap it places on incomes could cause an increase in turnover of
health professionals in the public sector if wage differentials between the public
and private health sectors are widened. This may pressure the GOK to improve
the terms and conditions of service in the public sector, requiring an increase in
total expenditures.

Demographic and Health Situation

Kenya, like most countries in sub-Saharan Africa, inherited a fairly small health
sector upon independence. In the thirty-one years of independence it has made
substantial progress in improving the delivery of health care and in raising the
health status of the population.

Demographic Indicators’

Kenya’s population in 1993 was estimated at 24.5 million, and to be growing at
an annual rate of 3.4%. Approximately 21% of the population lives in urban
areas, with the urban population having increased from 2.3 million in 1979 to
5.2 million in 1992. The rate of rural-urban migration is estimated at 6.5% per
annum. While only 34 centers were classified as urban in 1962, by 1989 this

had increased to 146 (Republic of Kenya Development Plan 1994-6).

Significant progress has been made in reducing mortality rates, including infant
and under-five mortality rates. For instance, the crude death rate has fallen from
20 per 1000 in 1963 to 12 in 1990. Under-five mortality has also declined
from 211 per 1000 live births in 1962 to 93.2 in 1993 while infant mortality
rate fell from 120 in 1963 to 62.5 in 1993. Improvement in the health status
of Kenyans is also reflected in gains in life expectancy at birth, which has risen

1/ Unless otherwise indicated, the analysis in this section is based on the report of the 1993 Kenya Demo-
graphic and Health Survey.
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from 38 in 1948 to 59 in 1989 (KDHS 1993). However, the child mortality rate
is reported to have increased from 28.1 in 1983-87 to 36.7 in 1988-93. '

Important regional and geographical variations in health indicators are masked
by global aggregates. Figures 1 and 2 depict provincial differences in infant and
child mortality rates in 1993. For example, while the under-five mortality rate
has fallen on average, the rate reported for Nyanza province remains very high.
The reported rate for Nyanza province in 1993 was 186.8, not better than the
rate (187) reported for Western province in 1979, and more than twice worse
than the rate of 85 reported for Central province in the same year. The greatest
gains in the reduction of under-five mortality were made in Rift Valley and Cen-
tral Provinces while Nyanza had the worst indicators. Excluding Rift Valley
province, the gap in under-five mortality rates between the province with the
best indicator, Central province, and the others widened over the period 1979-
1993. Table 3 summarizes these variations in regional indicators.

Table 3
Kenya: Under-Five Mortality Rates* by Province, 1979, 1989, 1993

Province 1979 1993 % change Relative to Relative to
Central 1979 | Central 1993
Nva‘irobl ] 104 821 -21b 1.22 ‘1.98
Central 85 41.3 -51 1.0 1.00
Coast 206 108.7 -47 2.42 2.63
Eastern 128 65.9 -49 1.51 1.60
Nyanza 220 186.8 -15 2.56 4.52
North Eastern 160 | not covered
Rift Valley 132 60.7 -54 1.65 1.45
Western 187 109.7 -41 2.2 2.66

Source: Compiled and Derived from CBS 1984, KDHS 1993

* Expressed per 1000 live births

There are also substantial differences among provinces in the infant mortality
rate, summarized in Table 4. As the table shows, four out of the seven provinc-
es covered during the survey experienced reductions in the infant mortality rate
with Coast province recording the largest improvement. However, an increase
was reported for the other three provinces. Rift Valley province moved from
being the province with the best indicator in 1989 to the second worst in 1993.
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Table 4
Kenya: Infant Mortality Rates*, by Province 1989, 1993

Province 7989 7993 % change
Nairobi 46 44.4 -3.48
Central ‘ 37 30.9 -16.50
Coast 107 68.3 -36.16
Eastern 43 47.4 10.23
Nyanza 94 127.9 36.06
North Eastern n.c n.c n.c
Rift Valley 35 44.8 28.00
Western 75 63.5 -15.33
Western 75 63.5 -15.33

* Expressed per 1000 live births
n.c: Not covered.

Source: Compiled and Derived from KDHS 1989, KDHS 1993

The infant mortality rate in Nyanza province has historically been high. Between
1989 and 1993 it rose by 36%. One child in almost eight does not live to see
his/her first birthday, which is more than four times the rate for Central province
and almost twice the rate for Coast province. This high rate of infant mortality
in Nyanza is perhaps due to the reportedly high prevalence of both malaria and
HIV/AIDS. Another factor could be poverty. Nyanza has the highest incidence
of poverty in Kenya. About 40% of households in the province are female-
headed, a category among which reported poverty is highest. Poverty has
important implications for health status. The health problems of Nyanza prov-
ince merit special attention from the GOK, NGOs, USAID and other donors.

Contraceptive Prevalence

In the 1970s and early 1980s Kenya was reported to have one of the fastest
rates of population growth in the world. However, current evidence shows a
substantial decrease in the fertility rate which fell from 7.7 in 1984 to 5.4 in
1993 (KDHS, 1993)2. Current users of family planning have increased signifi-
cantly over the past decade, from 17% of currently married women in 1984 to
33% in 1993. This increase has been accompanied by a switch to modern
methods of contraception, with use of pills and injectables registering the largest
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absolute increases. Knowledge about methods of contraception is high. Ninety-
six percent of women report knowing at least one method of family planning.

Of currently married women, 97% know a modern method of contraception, and
94% know a source where family planning services are provided.

Health Problems

Kenya's mortality and morbidity data highligh the following major health prob-
lems: acute respiratory infections (ARI); parasitic infections, including malaria;
gastrointestinal diseases; vaccine-preventable diseases; STDs, including AIDS;
and nutrition. Graph 1 shows the distribution of the major causes of death in
1992. Although the Kenyan government has made substantial progress in
containing these diseases, poor health is still prevalent in the country. Case
fatality rates have been rising for various other diseases including malaria and
tuberculosis.

Graph 1
Kenya - Major Causes of Death, 1992

Diarrhea (4.00%,
Intestinal parasites (5.00%:
Skin (7.00%

Others (15.00%

espiratory (22.00%)

Eyes, ears, trauma (21.00%.

Source: HIS

Very little is known about maternal mortality. Although the prevalence of HIV/
AIDS has been reported to be high in Kenya, it is yet to be reflected in higher
overall mortality and morbidity rates from infectious and opportunistic diseases.
However, hospital admissions for TB, in many cases associated with HIV/AIDS,
have risen and case fatality rates have risen although this may be due to better
reporting.

Nutrition

Although not a direct problem, malnutrition is a significant contributor to poor

2/ Fertility decline in Kenya preceded family planning interventions (Swamy, 1994). Factors responsible for
this demographic transition include increases in female education, the rising private cost of education, and the
modernization of the Kenyan society.
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health. In Kenya malnutrition is pervasive and its causes are quite complex.
Although the direct effects of nutritional deficiencies on health status are diffi-
cult to quantify, malnutrition is a source of substantial demand for curative
services and a major contributory cause of mortality and morbidity. The 1993
KDHS classified 33% of children under five years in Kenya as stunted and 12%
as severely stunted3. Stunting is most prevalent among rural children and chil-
dren aged between 12 and 23 months. There are also wide disparities across
provinces in the prevalence of stunting. Coast province has the highest propor-
tion of stunted children followed by Eastern and Nyanza. Nairobi has the lowest
percentage.

Overall, 5.9% of children in Kenya are wasted*. The distribution of wasting by
province mirrors that of stunting. Wasting is more widespread in Coast, Rift
Valley and Eastern provinces. Malnutrition and undernutrition are both direct
and indirect causes of death, especially during infancy and early childhood. Table
5 and Figures 3 and 4 summarize evidence on the extent of stunting and wast-
ing in the country.

Table 5

Kenya: Nutritional Status of Children Under Five Years,
by Province, 1993

Province Percent Wasted Percent Stunted
Nairobi 0.80 24.20
Central 4.00 30.70
Coast 10.60 41.30
Eastern 6.80 39.40
Nyanza 4.70 32.10
Rift Valley 7.90 28.50
Western 3.90 30.00

Source: Adapted from KDHS 1993.

3/ Stunting is defined as falling more than 2 standard deviations below the median of the WHO/NCHS/CDC
reference population for height for age. Children below 3 standard deviations of the median are classified as
severely stunted.

4/ Woasting is defined as falling more than 2 standard deviations below the median of the WHO/NCHS/CDC
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2 The Health Sector: Development,
Composition and Distribution

Kenya’s health system comprises both an official and an unofficial sector. By
the official system we mean that part of the health sector which falls within the
regulatory purview of the Ministry of Health, and which is statutorily required to
submit returns to the Health Information Systems Department at the Ministry of
Health. The unofficial system comprises those health institutions and providers
over which the Ministry of Health has no control, i.e. traditional healers. We
defer further discussion on this to the next chapter, where we discuss the
typology of private providers.

In the rest of this section, we focus on the official system. We first describe
the growth of the health sector, both in terms of the number of health facilities
and in terms of personnel. We next examine GOK health expenditures in light of
the GOK Sessional Paper No. 1 of 1986 which envisaged a sustained reduction
to 8% of health’s share in total GOK expenditures. The allocation of GOK
health expenditures between recurrent and development budgets is examined.
We also examine the expenditures of local governments and households on
health.

Growth of the Sector

The Kenyan health system has expanded quite rapidly in the past 25 years. This
expansion was driven by a commitment on the part of the immediate post-
independence government to make modern health care services accessible and
affordable to the majority of the Kenyan people. This expansion was achieved
in two ways: a) increased GOK allocations to the health sector, fueled in large
measure by revenues from taxation, tourism, exports, and extensive donor
support and b) a non-restrictive policy environment toward private provision of
health services.

Table 6 provides evidence on the physical growth of the health services infra-
structure in Kenya. Both nominal access, measured in terms of distance to a
health facility, and effective/real access measured by the availability of doctors
per 100,000 population have improved. The number of hospitals has grown
from 148 in 1963 to 308 in 1993, a more than two-fold increase. In the same
period the number of health centers increased from 160 to 569. As a result, in

reference population for weight-for height. Children who fall below the cut-off of 3 standard deviations below
the median are classified as severely stunted.
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Table 6

Kenya: Number of Health Facilities, Selected Years

Year Hospitals | Health Centers| Health Sub-Centers Total
and Dispensaries

1964 148 160 n.a ?

1982 220 276 1,135 1,631

1991 277 357 1,712 2,346

1993 - 308 569 2,267 3,144

Source: Statistical Abstract and Economic Survey, several issues.

1993 over 65% of the population lived within 15 km of a health facility.

In tandem with the expansion of health facilities, the government also pursued a
policy of increasing the number and quality of health personnel in the country.
As Table 7 shows, the ratios of health personnel to every 100,000 people has
improved quite markedly since independence. In 1963 there were 7.8 doctors,
0.3 dentists 1.6 pharmacists and 22.9 registered nurses for every 100,000
Kenyans. By 1993, these numbers had risen to 15.5, 2.7, 2.5 and 25.3 respec-

Table 7
Kenya: Registered Medical Personnel per 100,000 Population, Selected Years

In Training

Cadre of Personnel 7964 7982 79917 71993 | 7992/93| 1993/94
Doctors 7.8| 12.67 15 15.6 1,254 1,318
Dentists 0.3 1.40 2.8 2.7 150 162
Pharmacists 1.6 0.51 23 2.5 245 252

Pharmaceutical

Technologists none 212 2.9 2.9 132 148
Registered Nurses 22.8| 45.24 24.9 25.3 1,165 1,165
Enrolled Nurses 29.9( 56.10 82.9 85.4 4,292 4,292
Clinical Officers none| 10.73 11.8 11.9 694 745
Public Health Officers none none 2.9 3.0 105 88

Public Health Technicians none none 14.6 17.1 560 1,033

Source: Statistical Survey & Economic Survey several issues
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Figure 3 Percent of under-5's wasted* by province, Kenya 1993
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Figure 4 Perceni of under-5's stunted* by province, Kenya 1993
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Figure 5 Percent distribution of health facilities by province, Kenya 1993
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tively. New categories of health personnel such as clinical officers have been
created. In 1993 there were 11.9 clinical officers per 100,000 population.

The GOK continues to aggressively pursue the policy of training more health
personnel. In the 1993/94 academic year, the number of health personnel in
training in Kenya was 9203 out of which 1318 (14%) were training to become
doctors, 88 (less than 1%) were training to become public health officers, and
4203 (about 47 %) were training to become enrolied nurses.

Distribution of Facilities

Health facilities are unevenly distributed across the country. In 1993, a third of
all GOK facilities were located in Rift Valley province, while North-Eastern
province accounted for less than 2%. There appears to be a higher concentra-
tion of personnel and facilities in the more urbanized provinces. Table 8 and
Figure 5 summarize evidence on the distribution of health facilities by province
for selected years.

Table 8
Distribution of Health Facilities by Province, Selected Years

19871 7985 7990 1993

Province Hosp.| H/Ctr.| H-sub/Ctr.| Total| Hosp.| H/Ctr. | H-sub/Ctr.| Total| Hosp.| H/Ctr.| H-sub/Ctr.| Total| Hosp.| H/Ctr.| H-sub/Ctr. Total
Nairobi 17 8 62 87 27 17 116 158 31 18 139 188 39 92 173 304
Coast 24 22 133 179 24 26 139 189 26 32 162 220 34 56 267 357
Eastern 27 27 193 247 36 35 201 272 42 43 223 308 43 56 400 499
N/Eastern 3 3 18 24 3 6 12 21 3 6 31 40 6 10 36 52
Central 45 38 180 263 a4 40 187 2N 44 46 234 324 45 69 291 405
Rift Valley 52 86 363 502 51 61 335| 447 61 65 457 583 64 155 757 976
Nyanza 38 39 142 219 38 47 139 224 42 49 254 345 47 76 236 359
Western 15 39 39 93 20 37 44 192

: |i31ae

There are substantial regional variations in the distribution of beds even control-
ling for differences in population among provinces. These differences call for
targeted policies by the GOK (for example, the use of direct fiscal incentives,
discriminatory bonding of GOK trained physicians, etc.) to encourage private
providers to locate in underserved areas.

Health Expenditures®

A critical issue facing health policy makers in Kenya, as in other countries, is
how to improve the health status of the citizenry in the wake of decreasing
resources and ever-increasing demands for health services. In this section we
review trends in health expenditures in Kenya particularly against the backdrop
of the policy enunciated in 1986 in Sessional Paper No. 1 to reduce the propor-

5/ All money values are in nominal terms
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tion of health expenditures in total recurrent GOK expenditures from 9 to 8%.
The government at that time, recognizing the need to redirect “resources
toward growth -producing sectors”, declared its intention to review the fees it
charged for certain services where “participant support has fallen behind the
level of costs and the ability to pay”. It also declared its intention to introduce
charges for certain services that had been free. This document thus laid the
groundwork for the introduction of user charges (cost sharing) in public health
institutions in 1989.

We preface our discussion of health expenditures by noting that all monetary
values are in nominal terms. One way to measure amount of resources that a
country devotes to health is by considering the share of health expenditures in
GDP. The trend in health expenditures as a share of Kenya’s GDP for the period
1983-1992 is summarized in Table 9. As is evident from the table there has
been very little variation in health’s share of GDP. This share has averaged
1.3% p.a. during the period under consideration. Health expenditures have
grown at an annual rate of 5.2%.

Table 9
Share of General Government and Health Expenditures in GDP 1982-1992 (current KSh. million and %)

1983| 1984| 1985| 1986| 1987| 1988| 1989| 1990| 7991| 1992+
Total General Government
Expenditure 9,505 | 10,444 | 12,327 | 15,129 | 17,169 | 19,960 | 22,863 | 25,970 29,175 | 34.642
Government Health 1,086| 1,131| 1.317| 1.550| 1,744 1,93a| 2,287| 2,696| 3,088| 3,432
Expenditure
GDP at Market Prices 76,404 | 88,867 | 100,74 | 117,48 | 131,16 | 151,19 | 171,58 | 195,53 | 220,87 | 258,08
Health as % of GDP 1.4 1.3 1.3 1.3 1.3 1.3 1.3 1.4 1.4 1.3
Gov't as % of GDP 124 1.8 122] 129 131 132| 133| 133| 132| 134

* Provisional figure

Source: Compiled from Central Bank of Kenya Quarterly Review, October-December 1993

In Kenya there are three principal spenders on health: the GOK, local govern-
ments and the private sector, including households. NGOs and donors are also
significant spenders on health in Kenya. Preparing national health accounts was
outside the purview of this study. For estimates of the principal spenders’ share
and the sources of the funds they spend on health in Kenya’s total health expen-
ditures, we have relied on the 1984 estimates of Bloom and Segall (1993).
While their estimates may be a bit dated, they remain the only ones for Kenya.
Given the changes in the financing of health care in Kenya, in particular the
introduction of user charges in government health facilities, their numbers may
now underestimate the contribution of out-of-pocket payments to the financing
of health care in Kenya.
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GOK Health Expenditures

Development and trend

The GOK is the largest spender on health. In 1985, the latest year for which
national health accounts for Kenya were prepared, the GOK was reported to
account for 42% of total recurrent health expenditure (Bloom & Segall, 1993).
Table 10 summarizes the trend in GOK expenditures on health for the period
1972-1992.

As can be seen from the table, the share of health in total government expendi-
tures has declined over time, from a high of 7.2% in FY1976/77 to 5.1% in
FY1992/93. During the same period total GOK expenditures grew at an aver-
age of 7% p.a with health expenditures tracking it very closely at 6.5% p.a.
The impact of the policy change announced in 1986 appears to have been
minimal. For the period 1986-1992, total health expenditures in nominal terms
fell by only 0.2%. On the recurrent expenditure side, the share of health began
to decline in FY1975/76 after peaking at 8.1% in FY1974/75. But for a slight
increase in 1984/85, it has been declining since then. In 1992/93 the share of
health in total GOK recurrent expenditure was 4%. While total recurrent expen-
diture on health has been falling, the proportion of total GOK development
expenditures devoted to health remained fairly stable between FY1986/87 and
FY1989/90. This proportion began however to rise in FY1990/91 and in 1993
amounted to 8.5% of total GOK development expenditures.

Is there an imbalance in GOK health expenditures?

There appear to be two imbalances in GOK health expenditures: the first is
between recurrent and development expenditures, and the second is between
wage and non-wage components of recurrent expenditures.

Imbalance between recurrent and development expenditures

There appears to be a growing imbalance in GOK health expenditures between
recurrent and development expenditures. This is evident from the behavior of
the ratio of development to recurrent expenditures which in FY1992/93 was
0.625 having risen from 0.15 in FY1986/87. Another way to look at the imbal-
ance is to consider the share of development health expenditures in total health
expenditures. This too has risen from 11.8% in FY1986/87 to 38.4% in
FY1992/93. '

There are two potential sources of funds for the increase in development expen-
ditures which are included in the development budget. It could be wholly fi-
nanced by the GOK out of its tax revenues or financed from donor funds. Our
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Table 10

GOK Expenditures and the Share of Health Expenditures (KEmillion* and %}
1972/72-92/93

Recurrent Expenditure Development Expenditure Total GOK Expenditure

Health Health Health
Year Total K£ Total K€ Total K€
million KE million KE million KE
million million million
1972/7 139.58 10.59 61.83 2.18 201.41 12.77
197377 163.74 12.11 66.44 2.32 230.18 14.43
1974/7 208.89 16.85 92.54 3.83 301.43 20.68

124.52 4.77
122.75 8.30
238.66 10.78
220.10 7.75
232.05 10.75
282.73 12.68
294.36 11.30
223.03 7.71
211.43 11.08
507.95 10.31
309.12 13.95
462.18 14.73
408.6 13.96
630.42 21.52
762.68 24.96
828.13 39.62
651.69 37.58
1333.06| 113.37

373.11 24.29
409.78 29.56
640.96 39.98
697.62 43.13
781.30 53.53
972.05 65.28
1124.61 71.13
1190.69 69.70
1222.90 75.52
1534.67 82.73
1655.73 92.73
2088.49| 110.27
2227.55| 117.93
2966.70| 138.99
3263.15| 144.33
4106.37 | 172.91
4424.60| 190.02
5836.84 | 294.92

1975/7 248.59 19.62
1976/7 287.03 21.26
197717 402.30 29.20
1978/7 477.52 35.38
1979/8 549.25 42,78
1980/8 689.32 52.60
1981/8 830.25 59.83
1982/8 967.66 61.99
1983/8 | 101147 64.44
1984/8 | 1026.72 72.42
1985/8 | 1346.61 78.76
1986/8 | 1626.31 95.54
1987/8 | 1818.95( 103.97
1988/8 | 2336.28( 117.47
1989/9 | 2500.47 | 119.37
1990/9 | 3278.24| 133.39
1991/9 | 3772.91| 15244
1992/9 | 4503.78 | 181.55

* £1 = Ksh. 20

Source: Ministry of Planning and National Development (1994): Historical Economic Data for Kenya 1972-92.

data do not permit such disaggregation. Nevertheless, the growing imbalance
between recurrent and development expenditures is ironic, in light of the difficul-
ties the MOH has in maintaining existing health facilities and in paying staff
salaries.
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Imbalance between wage and non-wage components of recurrent
expenditures

The cumulative consequence of the growth in the workforce and the reductions
in recurrent GOK expenditure has been a deterioration in the efficiency of the
health personnel and in the quality of service provided. There are pervasive
shortages of drugs; hospital buildings are seldom maintained; and vehicles
required for emergencies, outreach programs and general logistic support are
frequently out of order. The impact of these expenditure policies on the private
health provision sector are considered in greater detail in Chapter 6 of this
report.

Local Government Expenditures

Development and trend

In addition to central government, local governments also devote some propor-
tion of their annual budgets to health. The extent to which changes in financing
health expenditures at central level have shifted the burden of providing health
care to the councils is unclear. Available evidence (Table 11) shows steadily
increasing local government expenditure on health. Between 1986 when the
policy change was announced and 1994, local government expenditure grew by
an annual rate of 4.9%. However, the ratio of local government to central
government health expenditure has changed little over time, rising from 8.9% in
1986 to 10.3 in 1993.

Table 11

Local Government Expenditures on Social Services Including Health, 1986-1993.
(KEmillions*)

1986 | 1987 | 1988/89| 1989/90 | 1990/91 | 1991/92 | 1992/93 | 1993/94
Total 16.28 15.24 23.00 30.00 29.52 29.83 32.35 32.30

out of which

7.04 7.20 12.49 17.40 15.08 15.23 15.71 17.38
Health

as % of

Total 43.24 47.24 54.30 58.00 51.08 51.06 48.56 53.81

* £1 = KSh. 20.
Source: Economic Survey, 1988, 1991, 1993, 1994
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The Private Sector

Outside of the GOK, households, missions and other non-governmental health
care providers also spend substantially on health. According to evidence report-
ed in the 1992 Welfare Monitoring Survey, Kenyans devote about 2.2% of their
non-food expenditures to health. Expenditure on health does, however, vary with
wealth status. The non-poor spend more per capita on health in absolute terms
than the poor, although health expenditures command a much larger share of the
per capita non-food expenditures of the poor (Table 12). Admittedly, differences
in health expenditures reflect differences in ability to pay. They also reflect
differences in private valuations of the costs and benefits of good health.

Table 12
Private Spending on Health, 1992 (Ksh. per year and percent)

Health Expenditure | Share in Non-Food Expenditure

per capita (KSh.) per capita (percent)

Poor 32.0 3.3
Non-poor 152.4 2.1

Source: WMES '92.

According to estimates in Bloom and Segall (1993), the private sector including
households and missions accounted for a cumulative 43% of all health expendi-
tures in 1984. Of this, 24% was on household drug purchases, 6% on mission
services, 8% on private hospitals and private practitioners, and 3% on other
household out-of-pocket expenditures.

Sources of Finance for Health Expenditures

The major sources of finance for health expenditures in Kenya are a) for the
GOK: tax revenues, NHIF premia, cost-sharing/cost-recovery, and foreign assis-
tance; b) for missions: direct user fees, subsidies from overseas churches,
grants from the GOK, NHIF reimbursements, volunteer labor of religious person-
nel, and private insurance; c) for the for-profit sector: NHIF, private insurance
and direct user fees. Each of these financing mechanisms and their impact on
the utilization and supply of private health services are discussed in Chapters
and 6.

The GOK finances most of its expenditures from tax revenues. Of this, income
taxes account for about 40% with indirect taxes accounting for the rest. The
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regressive effect of indirect taxes has been discussed in Chapter 1. In 1984,
the NHIF accounted for about 4% of the financing of recurrent health expendi-
tures. The missions are a very insignificant source of finance. Household out-
of-pocket expenditures on health accounted for 41% of non-governmental
finance in 1984. The contribution of private insurance to the financing of health
care in Kenya remains minimal, although it is reported to be growing quite rapid-
ly as a financing source for many Kenyans.

The Administrative Organization of the Health System
As in many countries, the government oversees the health of the population

through the Ministry of Health. Our discussion of the Kenyan health system
therefore begins with a brief description of the Ministry of Health.

The Ministry of Health

The MOH is responsible for national health policy. It is also the main actor, the
largest provider of health services in the Kenyan health care system. Some
local government units have limited authority delegated to them (in the Local
Government Act and the Public Health Act) for specific services. The MOH
consists of two wings: the administrative wing headed by the Permanent Secre-
tary (PS) and the professional wing headed by the Director of Medical Services
(DMS). The former is responsible for planning, budgeting and development
while the latter is responsible for hospitals and other health facilities, training
and medical research. The Medical Practitioners and Dentists Board, chaired by
the DMSS, is responsible for approving private hospitals and clinics and for the
overall supervision of the practice of medicine by qualified physicians and den-
tists in the country. A Senior Deputy Director of Medical Services is responsible
for coordinating NGO and private health providers’ activities.

Kenya is divided into 8 administrative provinces. A Provincial Medical Officer
(PMO) oversees the health system of each province. The PMO is also responsi-
ble for coordinating government and nongovernment health services and for the
overall administration of GOK health facilities in the province. Below the prov-
inces are administrative districts. The health system in the districts is adminis-
tered by a District Medical Officer of Health {(DMOH) who is assisted by a
District Health Management Team (DHMT). The DMOH answers to the PMO.

The organization of the health system mirrors the administrative division of the
country. Each province has a provincial general hospital (PGH), and each
district a district general hospital (DGH). Rural areas have health centers and
dispensaries. The health system is thus organized around the concept of a
pyramid of health facilities. At the rural level, health care is provided by health
centers, dispensaries and mobile clinics which form the base of this pyramid.
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We caution here that this delineation in Kenya is rather problematic because
many of the district headquarters are in rural areas. The putative primary
responsibility of these health centers and dispensaries is preventive and primary
care. Some also provide limited curative care. The DGH and PGH form the
intermediate section of the pyramid while the national referral center, Kenyatta
National Hospital is at the apex.

Local Governments

Before 1970, various local governments were responsible for the operation of
health centers and dispensaries and for the provision of public health services.
These services and facilities were taken over by the central government in
1970. Nevertheless, six municipalities, including Nairobi, Kisumu, and Mom-
basa, still provide services for their residents. The most important of these is
the Nairobi City Council, whose health services and facilities have recently been
the subject of intense reform debate.

6/ New reforms envisage a statutorily independent Medical Practitioners and Dentists Board.
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3 Overview of Private Health Provision in
Kenya: Developing a Typology

Kenya has a pluralistic health system. Health services are produced by the
government and a host of nongovernmental providers which includes religious
organizations, the for-profit private sector, pharmacies/chemists, traditional
healers and community health workers. While the public provision sector has
been well studied and is fairly well understood, very little is known of the non-
governmental health sector. Assessments of the nongovernmental sector are
hampered by its diversity in terms of providers and facilities. Hence a neces-
sary first step in assessing the private provision sector is to devise a detailed

typology.

Developing such a typology is not without difficulties. A wide but confusing
array of terminologies to classify private health care providers and facilities is in
use. The diversity of the sector was fueled in part by the government’s deci-
sion in the late 1980s to allow clinical officers, nurse-practitioners and pharma-
ceutical technologists to engage in private provision of health services. Al-
though all health facilities in Kenya are required to submit annual returns to the
HIS, the response rate is low and there is some confusion over the coding and
classification of health facilities and by ownership?.

These caveats in place, this chapter seeks to characterize private health facili-
ties with a view to devising a framework for analyzing the structure and compo-
sition of the private health provision sector in Kenya. The characterization is
based on data made available by the HIS, evidence available from secondary
sources and from a provider survey undertaken as part of this study. Appendix
1 of this report presents the evidence from the provider survey which forms the
basis of this section.

The private sector can be classified according to a number of criteria. They can
be classified according to economic orientation as either for profit or not-for-
profit, by ownership, by type of facility, by therapeutic system and by whether
or not they are formal or informal. Each criterion is designed to emphasize a
specific aspect of the sector. For the purposes of this study, we shall suggest a
classification of the private provision sector in Kenya by economic orientation,
ownership, and healing system.

The main components of a classification by economic orientation are for-profit

7/ Even the MOH is bewildered by the wide array of terminologies used to classify health facilities in Kenya
and in order to streamline it recently set up a committee to review the classification of health institutions.
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or not-for-profit. Church- and mosque-run health facilities constitute the major
part of the not-for-profit sector. Other non-governmental organizations in this
sector include single purpose organizations such as the Family Planning Associa-
tion of Kenya (FPAK) and community based providers. In the for-profit sector
are health facilities owned by sole proprietors and partnerships, companies and
parastatals {to the extent that the objective of the parent firm is assumed to be
profit maximization), pharmacists and traditional health practitioners.

Classification of Private Health Providers by Type of Facility

Official Kenyan statistics® provide three broad categories of health facilities by
type. These are: hospitals, health centers and sub-health centers. The HIS
database lists the following types of private health facilities: hospital, health
center, sub-health center, dispensary, health clinic, maternity home, nursing
home, medical center, mobile clinic, special health institutions, health programs
and community pharmacies. What distinguishes one type of health facility from
the other is not clear®. The provider survey identified the following, albeit
incomplete, listing of types of health facility: hospital, health center, dispensary,
health clinic, maternity home, nursing home and medical center. Admittedly,
this nomenclature is an artifact of our sampling frame. Much of the detail which
appears in the description below is from the provider survey.

Hospitals

As of July 1994, there were 92 private hospitals in Kenya. Health facilities can
be identified as hospitals according to the complexity of their operations; by
whether or not they are NHIF-approved for inpatient reimbursement, and also by
the presence of visiting (attending) specialist physicians, etc. Hospitals are
expected to provide both curative inpatient and outpatient care.

Facilities identified as hospitals in Kenya vary enormously in size from the 297-
bed Protestant Church of East Africa (PCEA) Chogoria hospital to small 12-bed
facilities. They also vary in the range and quality'® of services that they provide.
A few, like the 197-bed Nairobi Hospital and Aga Khan Hospital are equipped
with the state-of-the-art technology.

There were 17 private health facilities that identified themselves as hospitals in
the provider survey. In order to create a profile of a typical private hospital in
Kenya, we attempted to map onto those facilities a few of the distinguishing
variables discussed above. All of the facilities identified as hospitals had at least
pediatric, maternity and general wards. A number had “amenity” (private) wards.
All listed the NHIF as a principal mode of payment by its clients and many use a
variety of mechanisms to compensate doctors on their payroll. Most (12) pay a
basic salary, 3 compensate doctors based on a basic salary plus a percentage

8/ See for example Statistical Abstract and Economic Survey

9/ A good guide would have been the conditions which health facilities must meet in order to be licensed by
the Medical Practitioners and Dentist Board. At the time of writing this report, the guidelines and conditions
were been revised by the Ministry of Health.
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based on the number of patients, while another 3 hospitals pay doctors a per-
centage based on the number of patients seen.

Based on these characteristics we conclude that a typical private hospital in
Kenya is a health facility with a complement of beds in several specialties that
provides inpatient care, that provides a wide array of services and that depends
largely on the NHIF for the payment of inpatient services.

Health Centers

By definition health centers are expected to provide mainly primary care with
some limited inpatient capabilities. Those health centers which provide inpa-
tient services can be NHIF-approved and make claims from the NHIF. Only two
health facilities identified themselves as a health center during the survey.

They provide mainly outpatient services and do have a limited number of beds.
Because of the smallness of the size of the sample no generalizable profile of a
health center can be adduced from the provider survey.

Dispensaries

These facilities provide largely outpatient services. Together with health clinics
they make up about 79% of the modern for-profit private provision sector in
Kenya. There were 20 dispensaries in the provider survey. Dispensaries pro-
vide limited outpatient curative services in addition to dispensing drugs. They
do not provide inpatient services and therefore do not receive reimbursements
from the NHIF. They do not appear to provide many health services for employ-
ers, depending on sales to the general public for most of their revenues. Less
than half of the dispensaries in the survey identified an employer as the finan-
cier of the services provided.

Health Clinics

There has recently been an increase in the number of these facilities identifying
themselves as health clinics (surgeries). This is largely attributable to a govern-
ment decision in 1989 to allow nurses and clinical officers to enter private
practice. All of the clinics provide outpatient care although a few have minimal
inpatient facilities. During the provider survey 41 health facilities identified
themselves as a health clinic.

Health clinics are mostly run by doctors, nurse-practitioners or clinical officers.
We do not know how many of these clinics are operated by these different
types of practitioners. The HIS reports facilities registered in the name of the
proprietor, but that is not a sufficient basis for deciding whether the facility is
owned by a doctor, a nurse or a clinical officer. This is further complicated by

10/ See evidence in the Curative Services Gap Study (Musau, Kamau & Sliney, 1994)
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the proliferation of the use of the title “Doctor”, in Kenya. For example, tradi-
tional health practitioners and pharmacists, and possibly clinical officers, have
adopted this title particularly in rural areas.

Maternity Homes

These are specialized health facilities where expectant mothers go to have their
babies delivered. They provide antenatal and postnatal services and also serve
as service delivery points for immunizations and other mother and child servic-
es. Since they provide inpatient services to expectant and new mothers, mater-
nity homes can also make claims to the NHIF. During the provider survey, 15
health facilities were identified as maternity homes.

Nursing Homes

Nursing homes are the fourth type of health facilities in Kenya that provide
inpatient services. Their main purpose is to provide inpatient nursing care to the
ill although they also provide a limited range of outpatient services. Mostly run
by clinical officers and nurses, nursing homes are required to have a visiting
physician. NHIF-approved nursing homes can submit claims for reimbursement
to the NHIF for inpatient care. There were 5 facilities identified as nursing
homes identified during the survey, four of which mentioned the NHIF as the
second most common mode of payment by its clients.

Medical Centers

'

These medical facilities appear to provide only outpatient services. It is difficult
to characterize these facilities because the terminology is used by various
providers to describe health facilities of varying capabilities and sizes. Two out
of the 5 facilities identified as medical centers during the survey are owned by
sole proprietors, 1 by a mission and another one by a company. Based on the
fact that none of the medical centers identified the NHIF as a source of revenue,
it is safe to assume that they provide largely outpatient services. A minority (2
of B) reported having laboratory personnel.

Clinical Laboratory and Radiological Services

This is an important sub-sector of the private provision sector. These were not
sampled for the survey, hence we are unable to characterize them. However,
during the provider survey they were mentioned as a rapidly growing area. - The
reasons for this rapid growth are unclear. One possibility is the GOK’s 1989
decision to allow nurses and clinical officers to engage in private practice. It is
believed that this policy switch has caused a substantial increase in the demand
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for diagnostic services.

Another commonly-mentioned reason for growth in this sub-sector is the erosion
of the capacity of public sector institutions to provide these services. However,
given the large presence of mission and private hospitals and other health insti-
tutions each equipped with their own radiological and clinical laboratories, this
explanation is not very plausible unless there is evidence that a) mission and
private labs charged substantially higher prices than laboratories owned by
individual proprietors; or that b) that mission and private hospitals were, like
GOK facilities, unable to provide those services either for lack of supplies or for
inadequate capacity. It has also been submitted that this growth is largely due
to doctors combining clinical and other services. It is difficult to determine the
direction and nature of causality in this case. Is the growth in the number of
private providers causing the growth in the number of clinical and radiological
laboratories? Or is the growth in the number of clinical and radiological labora-
tories resulting from the inadequacy of the public sector to provide those service
inducing the growth in the number of clinics and dispensaries?

Retail Chemists/Pharmacies

Alongside hospitals and dispensaries, pharmacies and chemists also provide
health services. Pharmacies are registered and licensed sellers of prescription
and over-the-counter drugs. By law these must be run by a qualified pharma-
cist. Fifty-two pharmacies were surveyed as part of this study.

Forty-eight pharmacies (about 92% of those surveyed) indicated that patients
came directly to them for consultation. Two of the pharmacies employ doctors,
while others listed clinical officers and nurses. We can thus infer from this
evidence that pharmacies may often serve as one-stop providers, transforming
themselves from mere places where prescription drugs are dispensed to places
where drugs are actually prescribed. Evidence from the provider survey shows
that a number of pharmacies diagnose and prescribe medicines.

Shops, Drug Stores and Vendors

Medicines are also sold in shops, drug stores and by street peddlers. This group
of providers are not licensed to sell prescription drugs yet it is not uncommon to
freely purchase antibiotics at street corners and from various kiosks. There are
claims that drugs sold through these outlets are cheaper than those sold in
pharmacies. We are unable to characterize this group of providers because it
was not included in our sampling frame. They are, however, commonly found in
Kenya at bus stations and street corners and may be a major source of care for
the poor.
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Classification of Private Health Facilities by Ownership

As has been emphasized elsewhere in this report, Kenya is a free enterprise
economy. In the health sector as in other sectors of the economy, the private
sector is active. All of the private health facilities discussed in the preceding
section are owned by different economic agents. These owners can be broadly
classified by economic orientation into for-profit and not-for-profit. Based on
secondary data and evidence from the provider survey, we can distinguish the
following owners of health facilities in the private sector: religious organizations,
companies, parastatals, individuals such as traditional healers and pharmacists,
companies and private enterprise (sole proprietors and partnerships). This last
group reflects more an artifact of the law than an ownership category per se.
We interpret companies to mean employers. Table 13 summarizes information
on the distribution of health facilities in our sample by ownership. Other tables
which inform the discussion in this section are in Appendix 1 of this report.

Table 13
Classification by Ownership and Facility Type

Hospital | Health | Dispen-| Health| M/ Home | N/ Home | Medical | Other| Total %
Center| saries| Clinic Center

KCS 3 - 10 - 1 - - - 14 13.2
CHAK 2 - 5 2 - - 1 - 10 9.4
Sole 5 - 1 23 8 2 2 2 43 40.6
Partnershi 1 - 1 sl 3 2 . - 15| 14a.2
Company 2 1 - - 2 1 1 - 7 6.6
Parastatal - - 1 1 - - - 2 1.9
Other 4 1 1 7 1 - - - 15 14.2

Source: AMREF/DDM-Harvard Provider Survey, 1994

Religious Organizations

There are two main religious organizations active in the provision of health
services in Kenya. These are a) the various denominations of the Protestant
church and b) the various orders of the Catholic church. Although there are
mosque-affiliated health facilities and reported cases of health facilities associat-
ed with the Hindu and Buddhist religions, none was sampled. The reason for
this was that these facilities are not yet in the HIS database which formed our
sampling frame. We provide below a brief characterization of the owners of the
private health facilities in Kenya beginning with the oldest provider, Christian
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missions.

Christian missions

The involvement of Christian missions in the delivery of health services in East
Africa dates back to the latter part of the eighteenth century. The purpose of
the early medical institutions was to proselytize among the African population.
With the passage of time, this has become less important. The activities of
these health institutions are coordinated by two different groups, Kenya Catho-
lic Secretariat (KCS) and Christian Health Association of Kenya (CHAK) which
reflect the two broad divisions of the Christian church.

Christian Health Association of Kenya (CHAK)

CHAK coordinates the activities of about 230 health facilities in Kenya operated
by various protestant denominations such as the Seventh Day Adventist Church
(SDA), Presbyterian Church of East Africa (PCEA), Church of the Province of
Kenya (CPK), the African Inland Church (AIC). Each hospital member of CHAK
is autonomous and makes its day-to-day operational decisions independent of
CHAK and other member-facilities. CHAK exists to represent its member-
institutions on common issues before the GOK, disburse grants from the GOK to
member facilities, to coordinate the activities of the facilities on issues of mutu-
al concern and to be the repository of aggregate information on the health
activities of member-facilities.

There were 10 CHAK-affiliated health institutions identified during the provider
survey. This represents 9.4% of our sample. CHAK facilities depend mainly on
direct cash payments, and a little on employer purchase of services, but are less
likely to depend on the NHIF as a source of revenues and grant very few ex-
emptions to the indigent. CHAK facilities appear to be in need of assistance.
About 80% of the CHAK facilities surveyed said they would need incentives in
order to provide public health services while another 70% would like to be given
incentives in order to provide additional curative services. A larger proportion of
them reported not receiving any health information from the Ministry of Health.

Kenya Catholic Secretariat (KCS)

There are about 354 Catholic-affiliated health facilities. Catholic health facilities
are, like their CHAK counterparts, autonomous in their day-to-day operations.
They are largely supported by volunteers and donations from abroad. The KCS
performs the same duties for its members as does CHAK. There were 14
(13.2%) KCS health facilities identified during the survey.

From the evidence, KCS facilities appear to be very dynamic. Judging from the
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plurality of payment instruments these facilities report to accept, they appear to
attract patients from different segments of society. Cash payment was the
most commonly reported payment instrument, followed by employer reimburse-
ment and, for inpatient services, the NHIF. KCS facilities report granting more
fee exemptions to the indigent.

KCS facilities appear to rely more than CHAK institutions on the NHIF for inpa-
tient reimbursements although this may be an artifact of the data (given the
larger number of KCS facilities in the sample). However, KCS facilities are
generally regarded to be of very high quality and, all things being equal, should
be expected to attract more NHIF patients than CHAK facilities.

In addition, these facilities appear to want their independence. A majority of
those responding said they did not want any incentives from the GOK in order
to provide curative services although 71% would like incentives in order to
provide public health services. All but two reported receiving some kind of
health information from the GOK.

Crescent Medical Aid

Mosque-affiliated health facilities are run and operated by the Crescent Medical
Aid (CMA). There are about 12 mosque health facilities in Kenya. The CMA,
unlike CHAK and KCS, directly runs the facilities for the individual mosque
owners. No mosque facilities showed up in the provider survey perhaps be-
cause of coding errors in the HIS database which informed the sampling frame
or because these facilities are recently established and do not yet send monthly
returns to the HIS.

Employers

Employer-provided health services are an important source of care for many.
Some employers own and directly operate their own health facilities; those who
do not, purchase health services for their employees from private health care
providers. The main argument in favor of employer-provided services is that
they reduce productivity losses associated with illness, truancy and absentee-
ism. They also reduce the cost of absenteeism and truancy, since many em-
ployers are not able to monitor workers who take off from work to go to seek
treatment from an outside provider. Indeed a selling point for one insurance
company in Kenya is its ability to act as a monitor for firms that purchase health
insurance for its workers from them. It does this by clocking-in and clocking-out
workers when they come for treatment at its clinics.

As best as our research could ascertain, there are no estimates of the number of
employer-provided health facilities in Kenya or of the number of Kenyans who
benefit from such services. We did not attempt to estimate it, since it would
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require an employer survey. The best basis for such an undertaking, the HIS
database, is incomplete and lumps employer-owned health facilities together
with private-for-profit providers making it difficult to attempt to estimate their
number.

There were 7 (6.6% of the sample) company-owned health facilities in our
sample. There appears to be some co-payment for health services rendered
since both company reimbursement and direct cash payments are important
payment instruments in these facilities.

Sole Proprietors

Sole proprietors operate 43 (40.6%) of all the health facilities in our sample.
Most (98%) depend on direct cash payments for outpatient services and report
fewer payment exemptions to the indigent relative to their representation in the
sample. They also appear to depend substantially on employers who purchase
services from them for revenues and may receive payment in-kind. Indeed, this
group of owners reported accepting more in-kind payment more CHAK- and
KCS-affiliated facilities combined. The acceptance of this mode of payment by
sole proprietors might be indicative of a fairly competitive market for patients.

Sole proprietors also report very little dependence on the NHIF and other insur-
ance. This suggests that this group of providers is largely engaged in the provi-
sion of outpatient services. Many reported that they do not receive health
information from the MOH. This suggests that most of the health clinics and
dispensaries in our sample are owned by sole proprietors.

Partnerships/Groups

Fifteen health facilities in our sample identified themselves as owned by part-
ners. This is about 14% of the sample. Like sole proprietors, this group of
owners receive mostly payment in cash, although one reported being NHIF-
approved. Employers also appear to purchase health services from this group of
providers. Our evidence suggests that partnerships are less likely to grant fee
waivers to the indigent. Only one reported doing so in our sample. This may
reflect the difficulties of making a determination on such issues when there is
more than one owner or when the hierarchy of command and responsibility are
not clear.

Partnerships appear to be very well-supplied with information from the MOH. In
response to a question on the provider survey regarding incentives for expanded
provision of key services, more than 70% of them responded that they would
like to be given incentives in order to provide promotive public health services.
An even larger number would require incentives in order to expand the provision
of curative services.
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It is difficult to draw a profile of a partner-owned health facility. They span the
range of health facilities identified during the survey. A distinguishing feature,
at least from evidence reported in the survey, is the absence of arrangements to
exempt or waive payment for services received in facilities which would reflect
a slow or difficult decision making process.

Parastatals

There were 2 health facilities identified as owned by parastatals in our sample.
These facilities do not report receiving any payments of any kind. We can thus
conclude that a health facility that provides services for free is much more likely
to be owned by a GOK parastatal.

Community-Based Health Workers

This group of providers includes community health workers (CHWSs), communi-
ty-based distributors (CBDs) of contraceptives and community pharmacies (see
Box 1). These providers were not sampled in all of the four survey sites.
During the fieldwork however, it was discovered that these providers appear to
be much more widely distributed and not mainly concentrated in the Western
parts of Kenya as had been thought. For example, in Embu district they are
becoming very active providers of services in the rural areas. We include this
group of providers as a separate ownership category because we have insuffi-
cient information about their operations to be in a position to categorize them as
either for-profit or not-for-profit. It is possible that their “hybrid” character
implies motivations that do not fit easily into such a two-dimension classifica-
tion.

Classification by Healing System: Traditional Health

Practitioners

Although classification of private health care providers by type of facility and
ownership, as described above, appears to clarify most of the differences be-
tween modern private providers, traditional health care providers do not seem
to fit easily into any of the resulting categories. We therefore propose a third
dimension of a typology, which is therapeutic or healing system.

Before the advent of modern medicine, traditional health practitioners were the
main providers of health services. Although largely overshadowed by modern
practices, they continue to be an important source of care for many, especially
in rural areas. There is evidence that they are also very active in urban areas.
Some of the traditional health practitioners in urban areas have acquired the
trappings of the western-trained medical practitioner.
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Although there have been several studies of traditional healers in Kenya there
are no firm estimates of their number. There were 35 traditional health practitio-
ners (32 males and 3 females) in our sample all of who provide services on a
fee-for-service basis. About one third (31%) of the sampled healers were
located in rural areas and the rest in urban areas. The majority (66%) were
herbalists, 20% were herbalists/diviners and 9% herbalists/bonesetters. Only
one out of the 35 traditional healers was a bonesetter. About half of the tradi-
tional healers (49%) inherited or learned the trade from their parents or grandpar-
ents while 26% learned the trade from other practitioners. The remaining 26%
claimed to have learned the trade through personal experience after being in-
structed through a dream/vision to practice traditional healing.
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In terms of the healing experience, approximately one-third (31 %) of the tradi-
tional healers had less than 10 years, 17% between 11 and 20 years, while the
remainder {51%) had more than 20 years. These results suggest that traditional
medicine is mainly practiced by the older generation. The assumption underlying
this conclusion is that in the absence of the practitioner’s age (which was not
sought) years of experience can be a reasonably good proxy for age of the
practitioner.

Herbalists

Herbalists are the most common of the traditional health practitioners. They are
distinguished from other traditional health practitioners by the fact that they use
only herbs to treat their patients. These healers appear to be itinerant, with
some conducting home visits. Evidence reported in the survey revealed that
52% of the traditional healers conducted all their business from one location,
while the remainder (49%) operated from more than one location. Furthermore,
43% of traditional health practitioners in the survey reported that they treated
patients in the patient’s own home. The sector appears to be relatively dynam-
ic: one of the healers stated that he conducts some business in a modern
health facility.

Traditional healers charge treatment fees per episode of illness or per visit.
Furthermore, while 39% of the 33 traditional healers who responded to these
questions charged the same fee to all patients suffering from the same iliness,
61% charged differential fees. The patient’s economic status was the main
criterion for price discrimination, with the poorer patients being charged less and
the richer more. In addition, patients who were likely to make a return visit
were also charged less than those who were not. Some traditional healers
charged children less than adults. Other criteria included duration of illness and
instructions from ancestors for the traditional healer to provide free treatment to
a patient. The traditional healers charged higher fees to those in high income
groups and those requiring more expensive herbs. Traditional healers enter into
negotiations with the patients to determine their ability to pay.

The most popular method of payment was cash, followed by livestock and crop
produce. Only two traditional healers accepted labor as a form of payment.
When specifically asked to state the most common mode of payment, 94.1% of
the 34 traditional healers who responded to this question named cash while the
remaining 5.9% named livestock.

Traditional Birth Attendants (TBA)

The role of traditional birth attendants as health care providers has been empha-
sized in the literature and is increasingly being recognized by health policy mak-
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ers. The number of TBAs in Kenya in 1994 is reported to be 7953. TBAs were
not sampled during the survey but evidence of their activities has been docu-
mented in various studies by AMREF. About 21% of total births are assisted by
TBAs, the majority of whom are untrained (KDHS, 1993).

Towards a Typology of the Private Provision Sector in Kenya

It is evident from the discussion in the preceding sections that there is consider-
able confusion in the terminologies used to classify private health facilities in
Kenya. While classification by ownership-types appears to be less confusing
because of the differences in the behavior of the owners, it still does not
present a sufficiently complete framework for the analysis of the private health
care provision sector.

The last section of this chapter attempts to suggest a typology of private health
providers in Kenya, based on the synthesis of the preceding discussions. The
major dimensions of this typology are ownership and economic orientation. By
economic orientation, we group the private sector as for-profit and not-for-profit.
The not-for-profit sector is further subdivided into facilities affiliated with reli-
gious organizations and other nongovernmental organizations such as communi-
ty health workers, FPAK, not-for-profit hospitals etc. The for-profit sector is
additionally classified by type of ownership and also includes hospitals. This
classification is summarized in the following schema, which is informed by Table
13.

While this typology may not completely capture the multiplicity of private provid-
ers in Kenya, it nevertheless presents a useful basis on which analysis can be
premised and policy interventions considered.
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Typology of Private Health Care Providers in Kenya

Not-For-Profit

Religious Organizations

Other NGOS (Non-Profit)

For-Profit Sub-Sector

Church Health Association of
Kenya (CHAK)

Hospitals
Health Centers
Clinics/Dispensaries

NGOs involved in family
planning

Family Planning Association of
Kenya clinics

Sole/Group Practices
(Clinics) and Hospitals

Doctors

Clinical Officers
Nurses

Private Hospitals

Kenya Catholic Secretariat
(KCS)

Hospitals, Cottage Hospitals
Health Centers, Sub-Centers,
etc.

Community-Based Providers

Community Health Workers
Community Pharmacies’

Employers (including
parastatals)
Industrial Clinics

Parastatals
Pharmacies/Chemists

Crescent Medical
Association (CMA)

Clinics
Dispensaries
Pharmacies

Other Non-Profit
Organizations

Hospitals

Individual Pharmacies

Registered
Pharmacists/Chemists
Pharmaceutical Technologists

Individual Laboratories

Radiological Laboratories
Clinical Laboratories

Stores and Shops

Traditional Health
Practitioners

Traditional Birth Attendants
Herbalists

Bonesetters

Diviners
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4 Characterizing the Private Sector

In this section we review some of the other characteristics of the private health
care provision sector in Kenya. These include the growth of the private sector
and the distribution of health care providers.

Growth of the Private Provision Sector

As of October 1994, there were approximately 1500 private health facilities.
There are two periods in Kenya’s recent past when private provision of health
services was reported to have grown rapidly. The first was in the 1970s when
the government permitted civil servants to engage in private remunerative
activities in their free time, conditional on those activities not been prejudicial to
their public service (Bloom & Segal 1993). The second was in the early 1980s
when the government sought to withdraw this privilege because of abuses.
Many doctors were reported to have resigned from government services in
1984 after part-time licenses were withheld. The policy has since been modi-
fied to allow specialist doctors to engage in part-time private practice while
denying junior doctors this opportunity. It is not unlikely that the recent doctors’
strike will add impetus to the growth of the private provision sector.

The research team was not able to obtain historical data from the Medical Practi-
tioners and Dentists Board on registration and licensing of private health facilities
and doctors in private practice. In the absence of official statistics, evidence
collected from the provider survey was used to explore the trend in the growth
of the private provision sector in Kenya''. The oldest facility in our sample was
established in 1900.

The majority (63 %) of the facilities in our sample was established between 1986
and 1994. Slightly more than a third of the facilities were established between
1991-1994, that is in the last three years. The reasons behind this rapid growth
in the number of private health facilities are complex and cannot be ascribed to a
single factor. Three commonly mentioned factors are a) the decision by govern-
ment in 1989 to allow nurses and clinical officers to set up private practice; b)
the revision upwards of NHIF reimbursement rates; and c) deteriorating terms
and conditions of service and diminishing job satisfaction in the public sector.

The impact of the NHIF on both consumption and provision of health services in
Kenya is discussed in Chapter 6. Evidence from the provider survey and inter-

11/ One of the questions on the questionnaire was date of establishment of the facility.
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views with physicians and nurses suggest that the lack of promotion opportuni-
ties, poor remuneration and lack of equipment were some of the reasons why
health personnel were leaving the public sector. The impact of this is reflected
in the age and experience distribution of physicians in the public sector. Ac-
cording to the results of a recent survey by Development Solutions for Africa
(1994), slightly more than half {51%) of the medical officers in GOK employ-
ment have six or fewer years of experience (i.e. they were employed between
1988 and 1994). If the 30% employed between 1984 and 1999 is added, then
the percentage of GOK doctors with less than 10 years experience rises to 81%.
Only 6% of all medical officers employed by the GOK have more than 16 years
experience.

The small number of experienced doctors on the MOH payroll may result in’
junior doctors engaging in costly “learning by doing”, thereby reinforcing the
perception in the general public that GOK health services are of poor quality.
This is especially potent in a culture in which age is respected and is often
associated with wisdom, experience and competence.

Distribution of Private Health Facilities by Ownership

For purposes of policy coordination, it is important to have an understanding of
the distribution of private health facilities by type of owner. As we have seen
from the preceding discussions, private health facilities are owned by a variety
of agencies and individuals. Each of these owners pursues a different set of
objectives. For some, the objective is to maximize profits, for others it is to
reduce production losses from ill workers, and for religious groups the driving
force may be philanthropic or to gain new converts. Thus, in order to put the
discussion that follows about locational decisions in context, it is appropriate to
briefly discuss the distribution of private health facilities in Kenya by ownership.

As of October 1994, there were 1446 private health facilities in Kenya. Of
these, 47.3% are in the mission sector, 51% in the private/company sector
and the remaining 1.7% are owned and operated by the Family Planning Associ-
ation of Kenya (FPAK). Table 14 summarizes this evidence. Figure 6 displays
information about the relative distribution of mission and private (for-profit and
employer) facilities. Numbers greater than one indicate a relative concentration
of mission facilities, while numbers less than one reflect a relatively greater
number of private facilities. Western, Nyanza and Eastern Provinces have rela-
tively more mission than other private facilities. Nairobi, in contrast, has a
markedly higher relative number of private facilities.

In terms of the distribution of types of health facilities by ownership, the, mis-
sion sector owns more than two-thirds of the hospitals, 86.6% of the health
centers and 42% of “other” health facilities. The private/company sector owns
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Table 14
Distribution of Private Health Facilities by Ownership, 1994

Mission Private/Company FPAK
Facility Total
, Total % Total % Total %
Hospital 62 68.10 29 31.90 0 0.00 91
Health Center 84 86.60 13 13.40 0 0.00 97
Other 538| 42.80 695| 55.30 25| 2000 1258
Facilities

slightly more than 30% of the hospitals, less than 15% of the health centers
and more than half (65%) of all the “other” health facilities. From this evidence,
we can conclude that the mission sector is the largest non-governmental provid-
er of curative care.

Geographical Distribution of Private Health Facilities

A number of factors affect the geographical distribution of health facilities.
These include provision of infrastructure, size of the market and the availability
of inputs and factors of production.

Geographical Distribution of Facilities Run by Religious
Organizations

Table 15 and Figure 7 summarize evidence on the distribution of mission health
facilities in 1994. The evidence suggests that missions concentrate their health
facilities in areas with large concentrations of Christians. This pattern of location
results in non-Christian areas being underserved (in terms of relatively good
quality mission provided health services). This pattern is very visible in Kenya
where Coast and Northeastern provinces have the least number of mission
health institutions (7% for Coast province and about 1% for Northeastern),
despite the fact that they had the first historical contacts with Christian mission-
aries.

We do not have evidence to characterize mission facilities in terms of their
urban/rural distribution. It is however a generally held view that they are mostly
active in the rural areas of Kenya. By making health services more available to
rural Kenyans, mission-run health facilities promote equity of access.
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Table 15

Distribution of Mission Facilities by Province, 1994

Hospitals Health Centers Other Facilities *

Province

N % N % N %
Nairobi 2 3.2 - o] 26 4.8
Central 12 19.5 1 13.1 52 9.7
Coast 3 4.8 1 1.2 40 7.5
Eastern 14 22.2 7 8.3 144 26.8
N/Eastern 3 4.8 - (o} 2 0.4
Nyanza 11.1 33 39.3 46 8.6
Rift Valley 13 20.6 25 29.8 177 33.0
Western 14.3 7 8.3 49 9.1

Source: MOH/HIS 1994

* Includes sub-health centers, dispensaries, maternity homes, mobile clinics, medical centers, nursing homes,
etc.

Although mosque-affiliated health institutions are found in predominantly Mos-
lem areas, it is perhaps too soon to talk about a locational pattern. They are a
recent addition to the health sector in Kenya and there does not appear to be a
visibly conscious choice of location. Since the CMA does not own the health
facilities that it manages (they are owned by individual mosques), the choice of
location is largely ex ante determined. Mosque-affiliated health institutions are
found in four urban areas: 8 of the clinics are in Nairobi, 2 in Mombasa and one
each in Malindi and Nakuru.

Geographic Distribution of Company and Private For-Profit Health
Facilities

Most company and for-profit health facilities are concentrated in the urban
areas, although a few may be found on plantations and at parastatal sites in
rural areas (such as the hydroelectric dam clinic in Gitau). The for-profit provid-
ers in this group are driven by factors such as the willingness and ability of
prospective patients to pay and the size of the market. In short, they are influ-
enced by profitability conditions. Employers, on the other hand, are driven by
the need to provide employees with health services in order to reduce produc-
tion losses. Rift Valley province has the highest concentration of private/com-
pany health facilities followed by Nairobi province. Nairobi and Rift Valley
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Provinces together account for more than 50% of all private hospitals. North-
eastern province has the lowest number. This evidence is summarized in Table
16 and Figure 8.

Table 16
Distribution of Private/Company Health Facilities, 1994

Hospital Health Centers Others* % Total

Province All
Total % Total % Total % | Facilities

Nairobi 6 20.70 1 7.80 142 21.10 21.00
Central - - 1 7.80 58 8.60 8.30
Coast 4 13.80 3 23.10 64 9.50 10.00
Eastern 1 3.50 1 7.80 87 13.00 12.50
N/Eastern - ’- - - 10 1.60 1.40
Nyanza 2 6.90 4 30.80 62 9.20 9.50
R/Valley 15 51.70 3 23.10 217 32.30 33.00
Western 1 3.50 - - 32 4.80 4.60

Source: MOH/HIS 1994

A good illustration of the influence of competing factors on locational choices
can be seen in the distribution of sole practitioners in 1992. Clearly doctor,
nurses and clinical officers face different constraints and different markets.
These are factored into their decision matrix when they choose where to locate
their practices. In 1992, the latest year for which numbers are available, half of
all doctors who went into private practice set up practice in Nairobi. This is in
contrast to the much lower proportion of clinical officers and nurses entering
private practice in Nairobi {9% and 12.3% respectively). This evidence is
summarized in Table 17.

It would be illuminating to look in closer detail at the spatial distribution of each
type of health facility in the private sector. Time and space constrain us from
doing so. However one can safely conclude that there is an urban bias in the
distribution of for-profit health facilities in Kenya; that mission health facilities
are predominantly located in rural areas, and especially in regions with a predom-
inantly Christian population. We can also conclude that different private provid-
ers are influenced by quite different factors when they make decisions about
where to site their health facilities.
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Table 17

Distribution of Registered Private Medical Practitioners, 1991

Clinical Officers Doctors Nurses

District

Total| % of Total Total | % of Total Total| % of Total
Nairobi 54 9.50 515 50.80 66 12.30
Mombasa 18 3.20 182 18.00 0 0.00
Nakuru 26 4.60 49 4.80 11 2.10
Meru 32 5.60 9 0.90 102 19.00
Others 438 77.10 258 25.50 359 66.70

Source: Kibua (1992)

Geographic Distribution of Other Health Care Providers

Tables showing the distribution of pharmacies, traditional birth attendants,
community pharmacies and community health workers are given in the appen-
dix. Of the 290 pharmacies and chemists in Kenya as of July 1994, Nairobi has
the largest concentration (47 %), followed by Rift Valley (13.8%) and Coast
(10.3%). These three provinces together account for about 71% of all pharma-
cies in the country. TBAs and community health workers are more commonly
found in Nyanza, Eastern and Western provinces. About 44% and 32% of all
community pharmacies and community health workers respectively are in Nyan-
za province. There is not much that can be said about the distribution of shops,
drug stores and vendors except that they are widely dispersed across the coun-
try.

We conclude this section by noting two implications of the wide variations in the
distribution of private health facilities which may suggest a role for government.
First, private facilities charge fees that are considerably higher than those
charged in GOK facilities. This means that those Kenyans living in areas pre-
dominantly served by the private sector may be paying more for their health
care than others, all other things being equal. Assuming that there are signifi-
cant differentials in quality and that mission and other private health facilities
provide better services, it is not clear that people in areas which are predomi-
nantly served by non-government providers will not be willing to trade off some
high quality.care for lower out-of-pocket expenditures on health. Secondly,
there is room to use deliberate government policy to encourage the private
sector to locate in underserved areas of the country. Alternatively, the GOK
may concentrate all its own new developments in the health sector in under-
served areas, leaving the “mature markets” such as Nairobi and Mombasa for



Figure 8 Number of private non-mission faclilities by province, Kenya 1994

Source: MOH/HIS, 1994
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the private sector.

The Contribution of the Private Health Sector

There are a number of different ways in which the contribution of the private
sector can be measured. The importance of private health expenditures has
been considered in section 3.2. Total numbers of visits would be another way
to measure the contribution of private providers, although the absence of private
sector utilization data precludes this type of analysis. Population-based utiliza-
tion of private providers is considered in Chapters 6 and 7. Here we look at the
contribution of the private sector to the total availability of health facilities and
beds, to drug supply, and consider the contribution of traditional healers. Differ-
ent measures of private sector contribution are shown in Box 2.

Health Facilities and Beds

The nongovernmental health sector contributes substantially to the overall
availability of health services in Kenya. Table 18 and Figures 9 and 10 summa-
rize the evidence. The private sector owns and operates about 42% of all health
facilities in the country. Broken down by facility-type, this comes down to
about 50% of all hospitals, 21% of all health centers and about 50% of all other
health facilities. Figure 9 shows the ratio of government to non-government
(private and mission) beds by province. As is readily seen, there is considerable
variation: while Western Province is the only one which has fewer government
than non-government beds, the ratio for those provinces with more government
beds ranges from 1.36 to 13.31.
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Table 18
Distribution of Health Facilities by Provinces, 1994

Hospitals Health Centers Other Facilities
Province GOK — GOK _

Nairobi 8 | 122
Central 14 213
Eastern 15 251
Rift Valley 24 431
N/Eastern 3 35
Nyanza 7 158
Coast 16 194
Western 7 7 51

Source: MOH/HIS 1994

The missions own about 20% of all the health facilities in Kenya. A majority of
mission facilities are dispensaries {481), followed by health centers (84) and
hospitals {62). It is difficult to estimate the volume of health services directly
provided by employers in Kenya. The lack of data about utilization of employ-
er-provided services owes largely to the fact that there is no single dominant
economic sector. This is in contrast to the situation in Zambia where the Zam-
bia Consolidated Copper Mines (ZCCM) is a dominant provider.

A different measure of private sector contribution is the number of beds in the
private system relative to the overall availability of beds in the country. As of
October 1994, more than a third of all hospital beds in Kenya are in the private
sector (see Table 19). This is a substantial increase from 1955 when they
provided 1812 or 23% {missions 14.9 and the for-profit sector 8.14%) of all
hospital beds. The proportion of private sector beds rose to roughly 45.9%
(8357) in 1973 (missions: 31.7% and the rest of the private sector 14.2%) the
last year for which such disaggregation is available. In terms of the types of
beds, the private sector accounts for 39% of general beds. It also accounts for
29% of maternity beds and 26% of cots.

Variation by province in the contribution of the private sector in terms of beds
in 1994 is summarized in Table 20. The private sector is the dominant provider
in Western province, accounting for nearly 60% of all beds, but less so in Coast
province where their bed share is less than 10%. This data is also displayed in
Figure 9.



Figure 9 Ratio of GOK to non-GOK beds by province, Kenya 1994 *
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*Ratios areater than or S PTRL R : ) -
atios greater than one imply more non—government thar government beds ' S H
g 117 as. SIS Harvo r,’v’//,’ b
Sy N [ACFEUAPER ) LALANY




52 P. Berman, K. Nwuke, K. Hanson, M. Kariuki, K. Mbugua, J. Ngugi, T. Omurwa, S. Ong‘ayo

Table 19
Number and Proportion of Non-GOK Beds by Province

Population| Non-GOK GOK Total | % Non-GOK % GOK
Nairobi 1,596,106 1,335 4,165 5,500 o] 0.76
Central 3,755,625 1,756 3,612 5,268 0.33 0.67
Coast 2,204,174 186 2,476 2,662 7.00 0.93
Eastern 4,541,253 1,821 3,024 4,845 0.38 0.62
N/Eastern 447,526 519 704 1,223 0.42 0.58
Nyanza 4,226,127 1,773 2,405 4,178 0.42 0.58
R/Valley 6,002,840 2,591 4,796 7,387 © 0.35 0.65
Western 3,065,914 2,822 1,917 4,739 0.60 0.41

Source: HIS, 1994

Drug supply

We were unable to estimate the contribution of the private sector to total drug
distribution (end-users) in the country. Anecdotal evidence suggests that this is
about 80%, given the dominance of the private pharmacies and the chronic and
persistent lack of drugs in GOK facilities. Furthermore, the mission sector
receives drug donations from overseas which to some limited extent add to the
overall drug supply in the country.

The role of pharmacies appears to be rising quite rapidly in the area of diagnos-
ing and prescribing treatment. Interviews with private pharmacists and evidence
from the provider survey indicate that clinical practice by pharmacists is grow-
ing. In the survey, 92% of all pharmacies interviewed stated that they provid-
ed health consultations and advice to patients. Whether this is an overstate-
ment reflecting the ongoing struggle between physicians and pharmacists in
Kenya is difficult to ascertain’2, What appears to be obvious is that increasing
numbers of Kenyans go to pharmacists for medical treatment and advice. This
is probably a substitution effect. As the price of medical care has risen with the
introduction of cost sharing in GOK facilities, and with rising prices in private
facilities, many Kenyans are perhaps substituting out of visits to a formal health
facilities in favor of less expensive pharmacies where they at least will not pay a
consultation fee.

Traditional Practitioners

It is difficult to quantify the contribution of traditional health practitioners in

12/ The struggle revolves around whether pharmacists can engage in clinical practices and whether they can
go by the title “Doctor”. Pharmacists appear to be winning. All go by the title of doctor and many appear to
engage in clinical practices. As a matter of fact, one of the most important subcommittees of the Pharmaceu-
tical Society of Kenya is the Clinical Pharmacists Sub-committee.

13’ See for example Katz & Katz (1987) for a study of the treatment of infertility and Lowenthal and Peer
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Table 20

Utilization of Private Providers for Curative Care: Summary of Available Evidence

Source : Gov't Private| Mission Drugs Trad'l Herbs | None/Self
WMS 1992 [ 47.00 35.00 0.00 6.00 6.00
HCFP 1993

(6 indicator

districts)

-all 40.00 17.00 3.00 22.00 | [-----------5.0---c0="=-- 1 13.00
-hospital 57.00 28.00 10.00

GOK/UNICEF

1990-2

-Embu [ 57.80 ] 30.60 0.90 2.20 8.60
-Kisumu* [ 63.60 ] 34.80 0.60 9.01 13.05
-Kisumu** | 60.00 —1|  29.20 2.30 8.50 0.00
-Kitui + [ 43.50 1 42.80 0.40 5.21 8.15
-Kwale [ 53.90 ] 31.80 1.80 12.50 6.40
-Mombasa [ 68.30. 1 26.00 0.70 6.40 4.30
Tomon v | 3550 19.50| 5.0 39.40 ]

Notes: * Unweighted mean of 6 divisions

** lliness in children under 5 years

+ Units in original report are unclear; percentages have been imputed assuming that the row
total adds to 100%; unweighted mean calculated across divisions

terms of the number of facilities, beds provided or patients seen. Evidence on
this issue is difficult to get and very unreliable. Nevertheless, traditional health
practitioners claim to cure a variety of illnesses'3, some of which form part of
the public health agenda'. The findings of the 1993 Welfare Monitoring Survey
suggests that traditional health practitioners are used in less than 1% of illness
episodes. This is likely to be an underestimate. It is believed that many Kenyans
are reluctant to reveal their having used a traditional health practitioner because
of the stigma of witchcraft and sorcery often associated with it .

Other areas in which the private sector contributes to Kenya’s health system
include: the training of nurses in mission-affiliated nursing schools; the presence
of foreign doctors and other health personnel in mission hospitals which adds to
the overall supply of qualified health professionals in the country; drugs re-
ceived from other church organizations overseas, and; the use of church hospi-
tals for undergraduate medical education. The private sector also makes a
substantial contribution in terms of inpatient admissions and outpatient atten-
dances which helps reduce congestion in GOK health facilities.

{1991) for ophthalmic diseases.

14/ The provider survey asked traditional healers to indicate the ten most common illnesses they treat.
Among the most common responses were illnesses of the stomach/ulcers/diarrhea; STD/AIDS; malaria/
headache; joint pains and arthritis; infertility/impotence/PID.
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Quality and Efficiency: Performance of the Private Sector

Evidence on the relative quality and efficiency of private health care provision in
Kenya is scarce. A number of studies have documented the inefficiencies of
publicly-provided services, attributing the shortcomings to deficiencies in public
sector management practices's. However, comparable evidence from the
private provision sector is rare.

A recent study of 18 hospitals (the Curative Gap Study, Musau and Sliney,
1994) attempted to fill this gap. It assessed both quality and costs. “Structure”
indicators were used, based on the assumption that their presence is a neces-
sary, though not sufficient, prerequisite for good quality of care. Key areas
investigated included the availability of qualified staff and of specialized diagnos-
tic and clinical services, facility status, the existence of management processes
and information, and patient satisfaction. Neither measures of process nor of
health outcomes were investigated.

A mixed picture of relative quality differences between mission and government
hospitals emerges. Of the top five overall quality scores, 2 are government and
3 mission facilities. Of the lowest five, 4 are government and 1 mission. Mis-
sion hospitals appear to perform somewhat better than government on service
availability indicators, patient satisfaction, and facility status. Government
hospitals performed better on staffing indicators. No clear pattern of public or
mission sector dominance was seen for management process indicators.

A similarly equivocal picture of efficiency differences is seen when cost data are -
examined. The mean cost per inpatient day is slightly higher in government than
in mission facilities, and the variation is considerably greater for government.
However, the mean cost per outpatient visit is lower in government facilities,
and variability less than in the case of mission facilities.

Caution must be used in interpreting unit cost differences as reflective of differ-
ences in efficiency. Low unit costs could reflect high utilization, efficient com-
bination of inputs, or overall lack of resources. The results summarized here
demonstrate that little generalization can be made about the relative efficiency -
of government and mission hospitals. The authors of the gap study conclude
that management practices are the most important determinants of efficient
production of health services, and it is not clear that ownership per se is very
important.

Problems Confronting the Private Provision Sector

Much more is known about the constraints and problems faced by the mission
sector than by other types of private provider. For this reason, only mission
facilities are treated in this section.

15/ See for example the Provincial and District Study, Nairobi Area Study, and Kenyatta National Hospital
Study
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There are three major problems facing most mission facilities. The first is finan-
cial, the second is the lack of management and administrative skills and the third
is the lack of places in local medical institutions for them to train their paramed-
ics such as radiographers, laboratory technicians and technologists etc. These
problems appear to be especially serious for CHAK-affiliated hospitals, three of
which were recently taken over by the GOK in keeping with a pledge to assume
full responsibility for any failing church health institutions. A management
study'® identified the following as the major constraints facing CHAK facilities:
a) lack of a system for controlling and managing drug supplies and b) lack of a
system for monitoring the purchase and use of food in the hospital kitchens.
Fourteen percent of the facilities studied had no inventory system while 40% of
the small units had no drug inventory system.

Availability of funds is also a problem. In recent years GOK subsidies to mission
health institutions have declined dramatically (see Table 31 for details about the
size of government transfers to the mission sector over time). Non-profit health
institutions can also petition for a 50% reduction of foreign trade taxes on
imported items. In order to make up for their financial shortfalls, some church-
affiliated facilities have decided to make a deliberate effort to attract more NHIF
patients.

Finally, the lack of places in local institutions for the training of paramedical
staff is a serious problem confronting the mission health sector. KCS for exam-
ple, reported difficulty in enrolling qualified candidates in programs at the Medi-
cal Training College. Since there does not appear to be a deliberate policy to
deny places to candidates from other non-government health providers, the need
to meet the training needs of government health institutions may explain this
problem.

On the Relationship between the Private Health Sector and the
GOK

Interviews suggest that there is very little consultation between the Ministry of
Health and the private health sector either in terms of policy formulation or in
terms of coordinating responses to specific health problems. For example, there
has been little or no coordinated response between the MOH and the mission
sector to the recent outbreaks of malaria and meningitis in several parts of the
country.

In recognition of the importance of private health providers in Kenya’s health
system and the need to use available resources more efficiently, a new office
responsible for coordinating the health activities of the private sector and the
government was recently created in the Ministry of Health. While the mandate
of this new office is still being developed, it is expected to work very closely

16/ These problems have been documented in the report of a management study of CHAK facilities undertak-
en by MSH in 1990
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with the private sector and serve as a clearing house for all their requests,
policy recommendations, etc., to the GOK. This is along the lines observed for
similar bodies in other countries.

Traditional health practitioners appear to have been left out in the new arrange-
ments. There is very little communication between them and the Ministry of
Health and none between them and the “modern” health sector; although
according to the provider survey, most traditional healers are eager for such a
relationship {(perhaps to confer official legitimacy to their activities). The Minis-
try of Health recognizes that traditional healers provide services to a varied
group of Kenyans but appears to be indifferent in her attitude to them'’.

The problem of employer-provided services has not been central to health policy
debates in Kenya. It has thus not featured prominently in Kenya’s ongoing
health sector reform debate. The explanation for this could lie in the absence of
a dominant private sector employer such as the ZCCM in Zambia, with its
extensive network of health facilities whose distribution and capacity have
important implications for the availability of health services in the country.
However, if the quality of care in GOK facilities continues to deteriorate, and if
costs are not contained in the private sector, many employers may be forced to
expand the scope of their on-site health services in order to contain health care
costs.

17/ A registry of traditional healers was opened in September 1994 in the Ministry of Culture and Social
Development. To be registered, a traditional healer must pass two examinations administered by the Ministry.
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5 Utilization of Private Providers in Kenya

The preceding sections reveal a highly pluralistic health system. Kenyans seek-
ing care have a nominally wide range of providers from which to choose. In this
section we assess how Kenyans seeking care make their choices and what
factors influence those choices, using evidence from various household surveys.
We first review evidence about utilization of private providers for curative health
services. We then examine the relationships between private health care utiliza-
tion and certain socioeconomic characteristics, such as age, gender and educa-
tion.

Utilization of Private Providers for Curative Care

The only recent national surveys that could provide insight into the characteris-
tics of private health care users and the pattern of use of health services in the
country are the 1992 and 1994 National Welfare Monitoring and Evaluation
Surveys (WMS). In the case of the 1992 survey round, information is not suffi-
ciently disaggregated to provide evidence on the pattern of utilization of differ-
ent providers of health services. Data collection for the 1994 round, which
contains more detailed questions about provider use, has recently been complet-
ed, and should contribute to our understanding of this issue. The 1993 Kenya
DHS is also a rich source of information, although questions about curative care
were asked only about children under 5 years, and for specific ilinesses (fever/
cough and diarrhea).

In the absence of appropriate national survey data, this assessment has relied on
information from a variety of smaller-scale surveys. There are two major short-
comings of this approach: these surveys are limited in their geographical cover-
age and were undertaken at different times. Furthermore, provider categories
are not always consistent across surveys and the precise questions asked may
have differed, particularly with respect to the reporting of multiple provider use
for a single iliness episode. These limitations notwithstanding, Table 20 summa-
rizes the results of these various studies of health seeking behavior in Kenya.
Graph 2 displays the results of the KHCFP household survey for outpatient care
in six districts.

Detailed breakdowns of source of patient care are provided in surveys undertak-
en by the Health Care Financing Project in 1993 in 6 districts, and by AMREF in



58

P. Berman, K. Nwuke, K. Hanson, M. Kariuki, K. Mbugua, J. Ngugi, T. Omurwa, S. Ong‘ayo

Graph 2
Utilization of Private Providers 6 Districts, 1993
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1994 in 3 districts (see Table 21). Estimates from the KHCFP data suggest that
utilization of private and mission facilities for outpatient care together amounts
to 20% of total utilization. When the purchase of over-the-counter drugs is
added, the private sector contribution rises to 42%, with traditional medicine
and herbs contributing a further 5% of total utilization. Government facilities,
on the other hand, were used in 40% of visits. The survey targeted areas close
to MOH facilities in order to capture the substitution effect of the user fees and
may be an underestimate for other areas.

Table 21

Utilization of Private Providers for Curative Care:

Evidence from Three Districts

District Public| Private| Private Medical| Traditional Self-| No Care Total
Hospital | Hospital Practitioner Healer | Medication Private

Siaya

(n=1174) 46.90 14.60 3.60 5.40 19.60 10.00 43.20

Kisumu

(n=1616) 56.40 8.80 4.00 3.10 15.80 11.80 31.70

Nandi 57.50 7.20 3.20 3.20 13.30 11.10 26.90

{n unknown)

Source: AMREF, unpublished data

The results of the AMREF survey suggest a slightly lower total private sector
contribution, amounting to 43% in Siaya, 32% in Kisumu and 27% in Nandi
district (AMREF, unpublished report). Self-medication constitutes the largest
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share of the total private sector contribution in all three districts, amounting to
20% in Siaya, 16% in Kisumu, and 11% in Nandi (see Table 21).

Two other sets of surveys combined public and private facilities into a “modern
health facility” category, but distinguished over-the-counter purchase of drugs.
According to these estimates, use of privately-purchased drugs ranges from
22% to 42% (CBS, 1992; GOK/UNICEF 1990-2).

In contrast to informal and anecdotal evidence, all of these surveys show very
low levels of use of traditional healers and low-to-moderate use of herbal treat-
ment. To the extent that this is due to under-reporting of use of this sector, it
may reflect the questionnaire design. In any case, it is clear from the evidence
pieced together in Table 20 that private sources of curative care are very impor-
tant in Kenya.

Factors Affecting the Utilization of Private Providers

Households differ in their use of different health care providers. Age and gen-
der, socioeconomic status, education, and place of residence are some of the
individual and household characteristics likely to affect the utilization of private-
ly-provided health services. Using evidence obtained from further analysis of the
DHS data set and from other surveys, this section considers the impact of these
characteristics on the utilization of private health care services.

Age and Gender

In a recent survey conducted by the Kenya Health Care Financing Project, wom-
en were found to have a slightly higher rate of utilization of private for-profit
providers than men. The reasons for this are not known but a plausible explana-
tion could be the occupational status of their husbands. Employers in Kenya
purchase care for their workers from private providers. Since women are more
likely to visit a health institution in a year due to their childcare responsibilities, it
is plausible that they take advantage of their having to take their children to the
doctor to also seek treatment.

Available data do not reveal any impact of age on the utilization of traditional
healers. In some other countries, for example, Zambia, the rate of increase in
the use of traditional healers appears to increase with age.

Income

Income is a determinant of overall health expenditures in most countries. The
share of total household income that a household spends on privately-provided
health services depends in part on the amount of subsidies made available by
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the government and the terms of any health insurance contracts into which the
household may have entered.

There are no comprehensive data about the utilization of health services by
income group. Many of the household studies of health seeking behavior use
education as a proxy for socioeconomic status {SES). The first round of the
Welfare Monitoring Survey uses occupational category as the main indicator of
SES. The survey results presented in Mbugua et al {no date) from Kibwezi
district, however, indicate relatively higher use by the poor of private and mis-
sion services than of government health services. Although limited in coverage,
this result suggests that even for the poor, the private sector may be an impor-
tant source of care.

Insurance

Insurance affects the demand for private health services by lowering the cash
cost of care at the time of illness. In so doing, it makes a greater variety of
providers financially accessible to the patient, increasing their choice set. In
Kenya there are two broad types of formal insurance: the National Health Insur-
ance Fund (NHIF), and private health insurance. In addition there is an informal
risk-sharing arrangement known as Harambee. We discuss below information
about how the utilization of private providers is affected by insurance coverage.

NHIF

The NHIF is a mandated hospital insurance program which has been in existence
since 1966. It is financed through a payroll tax on all those earning regular,
taxable wages of KSh.1000 or more per month (generally those in formal em-
ployment). The NHIF covers inpatient care only and is estimated to effectively
cover 6 million people. The main advantage of the NHIF as a mandatory pro-
gram is that it limits adverse selection.

NHIF and consumer incentives

Models of insurance predict that insured patients will {ex post) consume more
health services than they otherwise would have because insurance largely frees
them and the physician from the discipline of cost. The extent to which the
NHIF has encouraged over-consumption of health services in Kenya has not, as
far as our research could ascertain, been studied. Graph 3 provides evidence
on NHIF receipts and benefits paid from 1982/83 to 1992/93 (the data for this
graph appear in Appendix 2). Receipts and benefits paid out have been rising,
particularly since 1989/90 when NHIF contribution rates were revised. In that
year the flat contribution rate which had been in place since the NHIF was
founded was replaced with a graduated contribution schedule. Workers contrib-



Data for Decision Making Project 61

Graph 3
NHIF Reciepts and Benefits Paid Out 1982-1992

50

1 U G

(2]
o

Miltion KSh.

N
o

198/90 1990/1 ° 1991/2 199273

Beneﬁl

1982/3  1983/4  1984/5 = 1985/6 = 1986/7  1987/8 = 1988/9

Source: Economic Survey, several issues l - Receipt

ute 2% of their monthly income to a maximum of KSh 320 per month. Since
1990 benefits paid have risen while revenues have changed little. This would be
consistent with increased consumer use of health care under insurance.

There are competing explanations for these trends. The revision of reimburse-
ment rates in 1989 could have resulted in an increase in total benefits paid out
even after controlling for the increase in the number of institutions making
claims. There has also been an increase in the number of facilities claiming from
the NHIF. This could include newly-registered providers {evidence from the
provider survey suggests that over 30% of the health providers in our sample
were established between 1989 and 1994). Another factor that could explain
the decline in net revenues is the fact that GOK facilities are now making in-
creased efforts to claim from the NHIF. Previously they had no incentives to
pursue NHIF claims because all such revenues collected were returned to the
treasury. With the introduction of cost sharing in government facilities, the GOK
has permitted these facilities to retain collected revenues for their own use in a
facility improvement fund and this has found reflection in vigorous efforts by
these facilities to mobilize revenues including those from the NHIF. Finally, a
number of mission facilities have intensified their efforts to increase the impor-
tance of the NHIF as a source of revenues to attract NHIF patients. They are
doing this by actively identifying NHIF patients. In sum, then, there are various
explanations for rising NHIF claims, and one cannot conclude that this reflects
moral hazard alone.

NHIF and type of facilities used

NHIF reimburses all inpatient facilities for bed costs. A 1993 survey of NHIF
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members and beneficiaries collected information about the individual’s most
recent hospitalization. Overall, the most common source of care was private
hospitals (36%), followed by government hospitals (27 %) and mission hospitals
(22%). The pattern differed slightly between urban and rural areas, with use of
mission hospitals marginally higher in rural areas, and private hospitals dominat-
ing in urban areas (McCann Research 1993, see Table 22). Despite this relative-
ly evenly distribution of utilization, more than 90% of total reimbursements are
paid to private for-profit hospitals (Dan Kraushaar, personal communication).
This is due to higher average length of stay in the for-profit sector, as well as
higher average reimbursement rates.

Table 22
Choice of Hospital by NHIF Members and Beneficiaries, 1993

Type of Facility Urban Rural Total
Government Hospital 27% 27% 27%
Private Hospital 44% 29% 36%
Mission Hospital 12% 30% 22%
Private Nursing Home 16% 13% 14%

Source: McCann Research 1993

Using evidence on the distribution of income among those in formal employ-
ment and the pattern of reimbursements to public and private sector health
facilities Akumu (1992) found that a majority of low-income, public sector
employees were much more likely to seek hospitalization in GOK facilities than in
the private health sector, even though they constitute a significantproportion of
NHIF contributors. He attributed this to the large gap between hospital charges
in the private sector and NHIF reimbursement rates, and concludes that NHIF
benefits de facto discriminates against low-income contributors.

Although the existence of the NHIF appears to have contributed towards in-
creasing the health care choices open to members and beneficiaries, the extent
to which it contributes to inequity as concluded by Akumu is difficult to assess.
A more revealing comparison would consider differences in the distribution of
sources of hospital care among the general population and the NHIF population;
or the ratio of NHIF contributions to benefits for different levels of income.

Private health insurance

The second type of formal insurance is private insurance, taken out by individu-
als or by employers on behalf of their employees. There are no reliable esti-
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mates of the number of Kenyans covered by private insurance schemes. Evi-
dence from a recent study of the insurance market suggests that as in the case
of the NHIF, private insurance coverage is largely limited to those in formal
sector employment (Mwabu et al 1993). Insurance companies report that the
majority of clients are located in urban areas, and 80% of all insurance agents
operate in urban areas (ibid.).

There is at least one exception to the urban bias in insurance coverage. Chogo-
ria Hospital in Meru district facilitates a pre-payment program for coffee planta-
tion workers and their family members. There are now 1400 policies with about
8000 people insured. The pre-payment program covers both outpatient and
inpatient care. Subscribers can also pay their premium with coffee vouchers,
payable against future crops. Members of the scheme now account for 6% of
the workload at Chogoria.

As noted earlier, insurance coverage may be associated with over-consumption
of health services, resulting in rapid increases in the cost of insurance. There is
evidence that this may be occurring at least for outpatient care in Kenya: there
are reports of increasing numbers of large employers choosing to self-insure for
outpatient service expenses. In addition to potential over-consumption, the
possibility of fraudulent collusion between patients and providers is also an
underlying concern. Insurance firms are responding to this change in the market
by offering “administrative only” schemes: in these schemes, insurance compa-
nies manage a health care fund for employers, including the claiming process, in
return for a management fee. Other innovations include the development of
preferred-provider organization (PPO) arrangements, where the insurance compa-
ny negotiates preferential rates with specific providers, including pharmacies.
Some providers also assure priority to PPO clients, reducing the time costs of
employee health-care seeking.

Although formal private insurance is emerging as an important source of financ-
ing for upper income Kenyans and those employed in the formal sector, it is
unlikely to become a very important source of health financing for the majority
of the Kenyan population in the medium term. Two factors constrain the scope
of private insurance. First, it has a predominantly urban bias, and second, it is
generally employment-related, thus its availability is likely to remain limited to
those in formal employment. Incomes in most other sectors remain too low to
support the cost of insurance.

The Harambee movement

A third, informal type of insurance is provided by the “Harambee” movement.
This is the practice of communities voluntarily pooling together their funds for
private or public projects (Mwabu et. al 1993). As well as contributing towards
infrastructure investment, raising Harambee funds is a relatively common way to
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assist families facing catastrophic illness. Although not strictly insurance
because it is an ex post financing mechanism, Harambee funds do represent
risk-pooling in that the incentive for individuals to contribute to Harambee fund-
raising lies in their expectation that they, too, would receive the same assistance
were it to be needed. By increasing the access of households to cash for
paying medical bills, the Harambee movement probably increases utilization of
private health care providers.

Quality

In discussing the quality of health services, it is standard practice to distinguish
between technical and perceived quality. Although the two are clearly related,
it is the quality of services as perceived by the consumer that affects the de-
mand for health services. Where consumers are choosing between public and
private health care options, quality differentials favoring the private sector will,
all else being equal, increase the demand for private services.

Quality of care in government facilities is widely reported to have deteriorated
over the 1980s, accompanying falling real government health expenditures.
Drug shortages are relatively common in government facilities and essential
medical items are reported to be chronically undersupplied. With an increased
cost to the patient of seeking care in government facilities and limited improve-
ments in perceived quality, we would expect the demand for comparably-priced
private services to increase.

Private facilities appear to enjoy considerably higher perceived quality. The NHIF
member study (McCann Research, 1993) looked at the reasons why people
chose a particular facility for their last hospitalization. While cost and proximity
were most commonly stated as reasons for choosing public sector hospitals,
users of private facilities (private hospitals, mission hospitals and private nursing
homes) were more likely to mention clean environment, good food and good
overall services, in addition to recommendations from employer and proximity to
home or place of work. The Nairobi Area Study (USAID/REACH, 1988) found a
similar pattern of differences among users of free and paying services, with
quality cited more frequently by paying clients as the main reason for choice of
facility.

Although now dated, results from a MOH exit poll conducted at both govern-
ment and NGO facilities in 1990 corroborates this picture of a gap in perceived
quality between government and NGO services. Patient ratings of drug availabil-
ity, quality of bedding and linen, cleanliness of waiting areas, and length of
waiting time were considerably higher in NGO than in government facilities
(Ministry of Health, 1990b).
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Education

Higher levels of education are associated with an increased likelihood of seeking
medical care, and with increased demand for higher quality services. If private-
ly-provided health services are perceived to be of higher quality than public
services, then higher levels of education should be associated with higher levels
of demand for privately-provided health services, other things being equal.
There is however a confounding factor: higher levels of education are generally
associated with higher income. It may thus be difficult to disentangle the inde-
pendent effects of each of these two factors.

Many of the health utilization studies undertaken in Kenya (for example, the DHS
and the KHCFP surveys) use education as a proxy for income, and do not at-
tempt to collect information about household income. Thus, some of the results
of the simple cross-tabulations presented below may represent the combined
effects of income and education.

Higher levels of education are associated with higher overall use of health servic-
es in Kenya. The KHCFP household survey shows that the proportion of iliness
episodes for which no care is sought decreases with education. Higher mothers’
education is associated with an increase in health facility use by children with
respiratory infections, fever and diarrhoea (KDHS 1993). For preventive services
the same pattern holds. Pregnant women with higher levels of education are
more likely to seek antenatal care, and less likely to deliver at home. The pro-
portion of children who receive all 9 childhood vaccinations also increases with
mothers’ education (Table 23).

Table 23

Use of Health Services and Level of Education

Mothers’ ANC from Delivering in Children | Children Taken Fever Diarrhea
Education Trained Health | Health Facility | Receiving All | to Health Facility

Worker Vacc. for: ARI
None 88.30 21.90 63.30 47.30 41.20 37.90
Primary 95.10 33.70 74.50 45.00 44.30 36.90
Incomplete
Primary 96.50 50.00 83.60 56.80|  49.40 43.80
Complete .
Secondary + 98.20 71.20 88.50 59.00 54.60 49.10

Source: KDHS 1993

Graph 4 displays this data for antenatal care, deliveries, vaccination and children
taken to a health facility for treatment of acute respiratory infection and fever.
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Graph 4
Health Service Use and Education Evidence from the DHS Survey
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There is only scattered evidence about the relationship between education and
the use of private health care services in Kenya. Results of the household
survey conducted by the KHCFP do not reveal any significant difference in the
pattern of health care providers used between those with no education and
those with primary education. For those with secondary education there ap-
pears to be a relatively higher use of private facilities and lower use of govern-
ment health centers. With post-secondary education there is a dramatic in-
crease in the use of private facilities and government hospitals, with much lower
use of government health centers, suggesting that education is associated with
higher use of facilities with higher perceived quality. The number of people with
post-secondary education in this group is small, however (n=57), and conclu-
sions should be treated as tentative. In addition, it is likely that the majority of
those with higher education reside in urban areas, and that it is this effect that is
being captured in addition to that of education. Another potential confounding
factor is that those with more education are more likely to be employed in the
formal sector, to be covered by the NHIF and private insurance, and thus more
likely to use private health care services (see Table 24).
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Table 24

Choice of Provider and Level of Education (column percentages add to 10

Source of Care

None

Primary| Secondary

Post Secondary

jen

No Care
Herbal Traditional

Drugs

14 11
5 6
22 21

ok

Private Provider

Mission Facility

MOH Hospital
MOH HC

MOH Dispens.

15
23
4

15 18
23 13
3 3

(percéntages may not sum exactly to 100 because of rounding)

Source: Kenya Health Care Financing Project Survey Data, 1993
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6 Private Provision and the Public Health
Agenda

The contribution of private providers to public health services is of particular
interest when considering the potential for increasing the role of the private
sector. In this section we consider program areas of public health significance in
Kenya, presenting evidence from a variety of sources about the magnitude of
the role played by different types of private provider.

Reproductive Health Services ,

Family Planning'®

Evidence from the 19893 DHS survey shows that fertility levels in Kenya have
fallen dramatically during the past decade. The total fertility rate has fallen from
8.1in 1975-7 to 5.4 in 1993. The decline in fertility accelerated during the
1980s, falling 20% between 1984-8 and 1990-2 (1993 DHS:24). Almost all
(96%) Kenyan women know at least one method of family planning. Knowledge
of modern methods is high among married women (97%). Current use of family
planning has increased from 17% of married women in 1984 to 33% in 1993.
Comparing the results of the 1989 and 1993 DHS surveys we see that use of
any method increased from 27% to 33% over the period, with use of modern
methods increasing from 18% to 27%. Reported use of traditional methods
actually declined between 1989 and 1993.

A large variety of private providers {both medical and non-medical) are involved
in the provision of family planning services. These include mission hospitals and
health centers, the Family Planning Association of Kenya (FPAK), private for-
profit providers (including doctors, nurses and clinical officers), employer-provid-
ed health services (through the Family Planning Private Sector project), and
pharmacies. In addition, condoms are widely available in shops and kiosks.

Household-level data from the DHS indicate the magnitude of the contribution of
the private sector to family planning service provision. Of current users of all
modern methods of contraception, 24.7% were supplied through private medical
sources and 68.2% supplied through public sources. As can be seen in Table
25, the relative contributions of public and private sources differ by method.

18/ It should be noted that donor and other external agency interest in and support of family planning
activities in Kenya have, as elsewhere, been considerable. As a result, the private sector contribution to
family planning activities may appear relatively larger than in other areas because of the increased
attention paid to monitoring and evaluating these donor-funded activities.
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Table 25

Distribution of Current Users of Modern Contraceptive Methods by Most Recent
Source of Supply, According to Specific Methods, 1993

Source Pill IUD| Injection| Condom Female | All Modern
Sterilization

PUBLIC ©72.50 68.90 70.50 36.60 63.90 68.20
Gov't Hosp 24.20 29.60 18.20 13.20 60.60 29.60
Gov't HC 29.10 27.50 34.20 12.80 2.90 24.60
Gov't Disp 18.10 11.80 18.20 10.60 0.40 13.90
meﬁg 16.20 31.10 26.50 25.60 33.20 24.70
m;s:;i‘:gl’cr‘“’ch 450| 5.60 8.80 2.40 15.10 7.70
FPAK 3.30 7.30 5.10 3.30 5.10 4.80
Other NGO 0.40 0.60 1.60 0.00 0.90 0.80
Pav. 450 11.60 8.80 3.30 11.20 7.80
Hospital/Clinic

Pharmacy 0.90 0.00 0.00 14.60 0.00 1.00
Priv. Doctor 2.60 6.00 2.20 2.00 0.80 2.60
OTHER PRIVATE 2.50 0.00 0.00 21.90 0.00 1.90
Shop 0.00 0.00 0.00 9.20 0.00 0.40
Friends/Relatives 2.50 0.00 0.00 12.70 0.00 1.50
Mobile Clinic 1.00 0.00 1.80 1.90 0.40 1.00
CBD 6.30 0.00 0.40 3.20 0.00 2.50
Other 0.60 0.00 0.30 0.00 0.00 0.30
Don't Know 0.20 0.00 0.00 10.10 0.30 0.60
Missing 0.60 0.00 0.50 0.70 2.20 0.80

Source: 1993 DHS survey, p. 49

Private providers are relatively more important suppliers of IUDs and female
sterilization (31.1% and 33.2% respectively) than of other methods. Both IUDs
and female sterilization are mostly provided in private hospitals and clinics, and
FPAK clinics. Public sector sources, on the other hand, are used by more than
70% of users of pills and injections. Private sources (medical and other) are
more important as suppliers of condoms. This may be related to the widespread
availability of condom dispensers in private clinics. Analysis by the Department
of Family Health Logistics Unit suggests that condom distribution by an “aver-
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age” private outlet is up to 6 times greater than by an equivalent public unit
{DFH Logistics Unit analysis).

Two donor-funded projects have directed their efforts in family planning promo-
tion towards private providers. The KMA Family Planning Project Through
Private Practitioners, funded by Pathfinder, has trained 800 physicians in family
planning and supplies them with free contraceptives which are to be supplied at
minimal charge. The most recent phase of this activity has integrated nurses
and clinical officers in recognition of their role as health service providers in rural
and small market areas. To date 223 nurses and clinical officers have been
trained, with plans to train a further 200 during the current phase'®.

The Family Planning Private Sector project, funded by USAID targets NGO and
community-based clinics, private hospitals and nursing homes, and health facili-
ties operated by parastatals and commercial companies. The project supported
training, equipment, commodities, and IEC for family planning, MCH and AIDS
education activities in 1993 (FPPS 1994).

Community-Based Distributors of contraceptives (CBDs) are yet another private
source of family planning services. A recent review of CBD activities in Kenya
enumerated at least 14 major implementing agencies (NGOs) with over 4000
distributors based in 1200 sub-locations {Lewis, Keyonzo and Mott, 1992).
While following a variety of program designs, all use community-based struc-
tures to provide clients with family planning information and services. CBD
workers can directly supply pills, condoms and foaming tablets. Clients who
wish to use injectables, sterilization and IUDs are referred to the nearest clinic.
The 1993 DHS estimated that 2.5% of all current users of modern contracep-
tives were supplied by CBDs, with their contribution relatively larger for pills
(6.3% of current users) and condoms (3.2% of current users).

The DDM/AMREF provider survey indicated that of the 94 facilities who re-
sponded to the question, over half (53%) had provided family planning services
during the preceding year. There does not appear to be any clear pattern of
difference by ownership, although hospitals and medical centers were both less
likely to have provided these services than other types of facility.

Maternal and Perinatal Services

Unfortunately only information about the provider of antenatal care was cap-
tured in the DHS survey, and not the type of facility. More detailed information
is available for delivery care.

Table 26 presents information about place of delivery. Overall, 55% of women
deliver at home, 34% at public facilities, 7.4% at mission facilities, and 2.4% at
private hospitals or clinics (KDHS, 1993). The proportion who deliver at home

19/ Personal communication, Mrs. Hellen Mbaabu, Deputy Programme Manager.
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Table 26
Place of Delivery

Home Public Mission Private Other Missing
RESIDENCE
Urban 21.20 58.00 12.00 7.60 0.60 0.60
Rural 59.50 30.50 7.40 1.30 0.80 0.60
PROVINCE
Nairobi 19.50 60.00 11.560 7.50 0.50 1.00
Central : 26.60 63.40 7.40 1.70 0.90 0.00
Coast 67.90 26.70 1.50 2.70 0.20 1.00
Eastern 52.60 32.40 12.80 0.70 0.70 0.80
Nyanza 61.00 28.40 6.40|  2.90 0.90 0.50
Rift Valley 59.80 31.60 5.80 1.50 0.70 0.60
Western 66.00 20.80 9.60 2.20 1.10 0.30
MOTHERS'
EDUCATION
None 76.70 16.90 3.80 1.20 0.40 1.10
Primary Incomp. 65.10 27.40 5.60 0.70 0.90 0.20
Primary Comp. 48.60 40.40 7.90 1.70 0.50 0.90
Secondary + 27.50 50.40 15.40 5.40 1.20 0.10

Source: KDHS 1993, p. 98

declines dramatically with education; of women with at least some secondary
education, only 27.5% deliver at home; 50% deliver in public facilities, 15.4% in
mission and 5.4% in private facilities. Once more, education may be capturing
the effect of a number of other socioeconomic variables, such as place of work
(implying access to insurance) and income. Mothers who reside in urban areas
are more likely to deliver in a health facility than women in rural areas. Informa-
tion about location of delivery for women in rural and urban areas is displayed in
Graph 5. Delivery in private facilities is considerably higher in Nairobi than in
other provinces, while delivery in mission facilities is most common in Eastern
and Nairobi provinces (see Figure 11). Nairobi also has the smallest number of
GOK facilities and the largest number of private maternity homes in the country.
Many of the maternity homes have substantial capacity.

Trained and untrained traditional birth attendants together assist in over 20% of
births (trained 8.7%; untrained 12.4%) (KDHS 1993). A recent survey conduct-
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Graph 5
Location of Delivery - Rural vs. Urban
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ed by AMREF indicated high levels of TBA assistance for home births, ranging
from 25% in Siaya district to 66% in Kisumu district (AMREF, unpublished
report). Assistance by trained medical personnel decreases with parity, howev-
er, lower

order births are associated with higher risk. As expected, assistance by TBAs is
much more common in rural than in urban areas. This is likely due to issues of
accessibility of modern health facilities, and the difficulty of travelling once a
woman is in labor (Hodgkin, 1994).

Communicable Diseases

Immunization

The recent immunization coverage survey {July 1994) provides evidence about
the contribution of the private sector to EPI activities. Out of 359 children
sampled, 81% were immunized in public facilities (outreach, dispensary, health
center and hospital) and 18% in private facilities {Table 27). The contribution of
the private sector was marginally higher in rural areas {18% vs. 16%), but this is
not likely to be statistically significant. No distinction was made between pri-
vate for-profit and mission/NGO services in the survey questionnaire.

Of the 94 facilities surveyed in the provider survey, only 37 {39%) had given
any childhood immunizations during the year. Immunizations were more com-
mon at mission than for-profit facilities (36 % of Catholic facilities and 63% of
Protestant facilities had given immunizations, in contrast to 31% of sole practi-
tioners and 14 % of partnerships). Hospitals, health centers and maternity
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Table 27

Immunization by Source

Rural Urban Total
Source

N % N % N %
Not Immunized 3 1 o] o] 3
Gov't Qutreach ] 18 7 0 0 18 5
Gov't Health Center 108 40 25 27 130 36
Gov't Dispensary 36 14 21 22 57 16
Gov't Hospital 54 20 33 35 87 24
Private Outreach 22 8 o 0 22 6
Fvete et .
Private Dispensary 15 6 3 3 18 5
Private Hospital 6 2 1 12 17 5

Source: KEPI Coverage Survey July 1884, Central Bureau of Statistics.

tioners and 14% of partnerships). Hospitals, health centers and maternity
homes were the types: of health facility most likely to have administered child-
hood vaccinations.

Tuberculosis

Excluding cases occurring in refugee populations, 20,451 cases of tuberculosis
were identified in 1993. This represents an increase of 40% over 1992 figures.
The National Leprosy and Tuberculosis Programme (NLTP) estimates that 75%
of the increase over the previous year is attributable to HIV infection, inferred
from the age groups in which new cases are concentrated (15-35 years). The
remainder of the increase is attributed to a combination of increased program
activities resulting in improved reporting, and a dramatic rise in drug costs
causing a switch from the private to the public sectors (NLTP, 1993). The
impact of HIV infection is also being felt through increased tuberculosis case
fatality rates. For HIV-infected patients, the TB case fatality rate is approxi-
mately 30%, considerably higher than the 5-8% rate amongst individuals not
infected with HIV.



74 P. Berman, K. Nwuke, K. Hanson, M. Kariuki, K. Mbugua, J. Ngugi, T. Omurwa, S. Ong’ayo

TB detection and treatment services in the country. Mission and NGO facilities

which report TB cases to the NLTP receive drugs at no charge. Drugs are jointly
funded by the Ministry of Health and a bilateral program of cooperation with the

Netherlands. Cases occurring amongst refugeepopulations (56000 cases in 1993)
are treated in health facilities run by UNHCR.

Of the approximately 20,000 cases of TB diagnosed in the general population in
1993, it is estimated that 20-30% were treated in mission facilities. Up to an
additional 10-20% of cases may have been diagnosed in mission facilities and
then referred to public sector facilities for treatment; therefore, the figure for
cases actually treated may understate the overall contribution of the mission
sector to TB-related activities (personal communication, Dr. Kibuga). This pat-
tern of referral exists because individuals with TB are exempt from payment of
user fees in public facilities. Although TB drugs are free in mission facilities,
patients are usually required to pay the usual fee for hosp|tallzat|on during the
first 30-60 days of chemotherapy.

A rise in the cost of TB drugs in the private market is believed to have caused a
reduction in the number of cases treated in the private sector. As in the case of
the mission sector, the role played by private providers may be greater in diagno-
sis than in treatment. Although TB is a notifiable disease according to the Public
Health Act, it has not been possible to enforce this requirement, largely because
of both the time involved in filling out the notification forms, and issues of
confidentiality.

According to the NLTP manager, the main issue in private sector treatment of
TB concerns compliance with case management and chemotherapy guidelines.
Anecdotal evidence suggests that because of use of short-course chemotherapy
without adequate follow-up, the default rates in the private sector are consider-
ably higher than in either the mission or public sectors. There is also evidence of
inappropriate treatment regimes being used, contributing to drug resistance.
Such quality of care problems are being addressed by the program management
through seminars and other fora for training of private health professionals in
case management. These events are reported to have been very popular with
private physicians.

HIV/AIDS

The first cases of AIDS were diagnosed in Kenya in 1984. By July 1994 almost
50,000 cases were reported by the National AIDS Control Programme (NACP)
(Daily Nation, 18 July 1994)}. It is estimated that the true number of cases is up
to three times more than the number of reported cases. The number of people
infected with HIV is estimated to be 841,700, of which 30,000 are children.

Trends in seropositivity are monitored by sentinel surveillance activities in 13
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Trends in seropositivity are monitored by sentinel surveillance activities in 13
antenatal clinics in the country. Among pregnant women attending these
clinics, HIV positivity rates more than doubled between 1990 and 1993, rising
from 6% to 13% over the period. Overall, HIV positivity rates among women of
reproductive age is estimated to be 7%. Upward trends in infection levels
continue to be observed at all sites except for Kisumu where there are
indications that the prevalence of infection is levelling at 20% (NACP, report
presented to Donor Meeting, 25 August 1994). The potential economic impact
of the AIDS epidemic has been examined in the National Development Plan,
1994-6 and in a study by AIDSTECH (Forsythe et al, 1993).

The contribution of the private sector to AIDS treatment and prevention activi-
ties is difficult to assess, however more than 60 NGOs are involved in HIV/AIDS
activities in Kenya. A broad range of activities is undertaken by NGOs, including
HIV/AIDS education and the production of education materials, counselling,
provision of AIDS/STD education and alternative income generating opportunities
for sex workers, home-based care, and AIDS orphan support. It appears that the
contribution of the NGO sector to HIV/AIDS prevention and education activities
is significant.

The Kenya AIDS NGOs Consortium, established in 1989, is a coordinating body
which convenes more than 40 of these organizations regularly to share experi-
ences and coordinate activities. They are currently developing a project tracking
system which will enable them to better coordinate the type and geographical
targeting of NGO activities.

Malaria

Malaria is the single largest cause of morbidity in the country, accounting for
nearly 30% of all iliness countrywide, and is the most common presenting
complaint at health facilities. Although data are not available, the private sector
contribution to malaria treatment is likely to be substantial. Disease-specific
outpatient morbidity information is not available from the mission facilities, but
the pattern of mission facility use for malaria is likely to parallel that of the
public sector. Private chemists and pharmacies provide a wide range of anti-
malarial drugs, including those designated as second-line drugs to be made
available upon prescription only.

A series of district-level household surveys undertaken by the Ministry of Plan-
ning presents data for a specific category of health service utilization represent-
ing the purchase of over-the-counter drugs for self-medication for a number of
common ilinesses, including malaria. These data are summarized in Table 28
which shows that a significant proportion of episodes of malaria are self-treated
using drugs purchased over-the-counter. In Kisumu and Kitui districts, self-
medication is chosen for over half the episodes of malaria/fever. The modern
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Table 28

Choice of Treatment for Malaria/Fever, by District

District Consulted Modern| Drugs Purchased| Used Herbs Traditional | Did Nothing
Health Facility | Over-the- Counter Healer

Embu 57.80 30.60 2.20 0.90 8.60

Kisumu* 42.00 50.00 4.00 2.00 2.00

Kitui 36.40 51.10 - 0.50 5.00

Kwale 50.30 39.20 4.60 2.60 5.00

* Question was asked about treatment choice for childhood iliness

Source: GOK/UNICEF Household Welfare Monitoring and Evaluation Surveys, 1990, 1991, 1992

that at least some of the use of modern services takes place in the private
sector (either mission or private for-profit), it is clear that the overall contribution
of the private sector to malaria treatment is considerable. The private sector
contribution to prevention activities, through the provision of bednets for exam-
ple, is not as well documented. According to the provider survey, very few
pharmacies/chemists sell bednets.

There are also a number of NGOs engaged in malaria-related activities in Kenya.
AMREF is involved in a number of projects including research into the effective-
ness and socioeconomic impact of impregnated bednets, community financing of

malaria prevention activities, identification of alternative anti-malarial, and appli-
cation of remote sensing and Geographical Information Systems (GIS) technolo-
. gy to malaria tracking. Many other NGOs include malaria treatment and preven-
tion activities as part of their Community-Based Health Care programs.

Childhood lliness

Overall child mortality levels and trends were reviewed in Chapter 2. As esti-
mated in the 1993 DHS survey, the two-week prevalence of iliness among
children under five was 18% for cough with rapid breathing, 42% for fever, and
14% for diarrhea and diarrhea with blood. Over 5% of children had diarrhea
within the 24 hours preceding the survey.

The public sector remains the dominant source of oral rehydration solution
(ORS) (69%) (see Graph 6). However the private sector contribution is signifi-
cant, with shops providing ORS in 8.8% of cases, pharmacies in 6.7% and
mission facilities in 5.6%. The private sector contribution is higher in urban
than rural areas (35% v. 29%), and differs somewhat by province (Figure 12).
The bulk of ORS consumed in the country is produced by local private pharma-
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Graph 6
Source of ORS
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ceutical companies. Because of import taxes on raw materials and packaging,
locally-produced ORS is about twice as expensive as its imported equivalent.
Multiple brand-names are in use, and may be a source of confusion to both
pharmacists and consumers.

A 1992 review of the Control of Diarrheal Disease program noted high levels of
use of anti-diarrheals and widescale advertisement by drug companies promoting
their use (KCDDP 1992). There is some evidence that children taken to public
sector facilities for diarrheal illness are more likely to receive ORS. While 55-
70% of children taken to government hospitals, health centers and health posts
receive ORS, the proportions receiving ORS are much lower for private hospitals
and clinics, (24 %), private pharmacies (22%), private doctors (35%) and mission
facilities (34%). Similarly, the likelihood of being treated with antibiotics ap-
pears to be higher in private hospitals/clinics and pharmacies, although this is
not the case for private doctors or mission facilities (DDM analysis of KDHS
1993). Lack of information on the part of private providers about appropriate
treatment of diarrhea, or lower profit margins on ORS are possible explanations
for this treatment pattern. The absolute numbers taken to private facilities are
smaller, though, so some caution is required in interpreting these findings.

The picture of drug use for diarrhea is confirmed by household-level data from
the GOK/UNICEF Welfare Monitoring Surveys, which indicate that a large propor-
tion of cases of diarrhea/vomiting are treated with drugs purchased over the
counter, ranging from over 60% in Embu to 25% in Kitui. This suggests that
pharmacies may be an important source of inappropriate drugs for treatment of
diarrhea. Greater scope exists for education of both pharmacists and consumers
in appropriate treatment of diarrhea. Social marketing of ORS through pharma-
cies and other retail outlets should be explored, using the successful experiences
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of other countries.

The use of private providers for treatment of fever and cough in under-fives lies
.in approximately the same range as that for diarrhea. Overall, 26% of cases are
treated in the private sector, of which 12% is shops and approximately 3% each
by mission facilities, private hospitals/clinics, and private doctors. The rural-
urban difference is even less marked than it is for diarrhea.
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The Private Sector and the Public Health Agenda: Summary

Service Area

Private Contribution

Geographic Differences

Issues Source

Family Planning

Delivery

* Medical private: 25% (of
which mission, 8%; FPAK,
5%; private hospital/clinic,
8%; private doctor, 3%;
pharmacy, 1%)

* Other private: 2%

¢ Private 10% (Mission, 7%,
private hospital/clinic, 2%)

Magnitude of contribution of
the private sector differs by
method

KDHS 1993

i

e Urban: private contribution
is 20% v. 8% in rural areas;

¢ Private contribution is
highest in Nairobi (21 %) and
Eastern (15%); lowest in
Coast and Rift Valley {each
7%).

KDHS 1993

Source of ORS

Private 30%, of which:

shop, 9%; pharmacy, 7%:;
mission, 6%; private
hospital/clinic, 4%; private
doctor, 3%.

* Urban: private contribution
is 35% v. 29% in rural areas;

* Private contribution highest
in Nairobi (39%) and Nyanza
(34%); lowest in Coast (23%)
and Western (26 %)

* Most important private KDHS 1993
source: Rural - Shop,

Urban - Pharmacy

Treatment of
Fever/Cough
(<5)

T

e Private 27%; of which:
shop, 12%; mission, 4%;
private hosp/clinic 4%; private
doctor 3%; other NGO, 2%;
and pharmacy, 1%.

* Urban 30% v. 26% in rural
areas;

* Private contribution highest
in Nairobi (34 %) and Eastern
(29%); lowest in Western

{22%) and Rift Valley (25%).

* Most important private KDHS 1993
provider: Urban and rural:

shop

¢ No striking differences in
treatment type of source of
care

Tuberculosis

Private: minimum 20- 30%
(missions)

For treatment. Role of

Estimate,
National Leprosy
and TB program

missions and private sector
may be higher for diagnosis
than treatment
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7 Factors and Public Policies which Affect
the Private Sector

There are a number of ways in which public policy affects the operations of the
private health care sector. Some of these affect the overall environment within
which the private sector operates. This group of factors includes the political
system and political ideology, the overall availability of infrastructure, the avail-
ability of technology, and the macroeconomic management issues influencing
the availability of credit. A further environmental issue concerns the nature of
disease patterns and distribution, and the extent to which the health transition
affects differential utilization of health care providers. A second group of factors
are public policies which act directly on health care providers (either government
or private), and which affect the operations of private health care providers.
These can be grouped into public provision, taxes and subsidies, regulation and
licensing, insurance, and factor market interventions. In this section we begin
by reviewing the policies which affect the overall environment, and then consid-
er the specific mechanisms through which private provision is affected by gov-
ernment policy. Regulation and licensing issues are reviewed in the next chap-
ter.

Factors Affecting the Environment within which the Private
Sector Operates

Political System and Property Rights

The political system of a country is an important expression of that country’'s
views on the issue of property rights. This determines how private enterprise
operates, exerting a powerful influence on individual initiative. Kenya's political
philosophy has espoused a free mixed-economy system with both government
and private provision of goods and services. In the area of health, the GOK,
religious organizations (Christian and Moslem), the for-profit private sector and a
host of NGOs are all engaged in the provision of services.

This has created a nominally competitive system, offering consumers a fairly
large set of providers from which to choose. Kenyan laws guarantee private
ownership and protect individuals from expropriation. This has had the effect of
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removing uncertainty in the areas of property rights, and may act as an impetus
to growth in all sectors of the economy including the health sector.

Provision of Infrastructure

While the provision of infrastructure may not be a sufficient condition for the
growth of the private provision sector, it is a necessary one. The availability of
infrastructure is a major determinant of how economic agents respond to new
opportunities and to changes in transactions costs. Water, electricity, tele-
phones, etc., are all necessary inputs to the production of health services. Their
development affects the size of the market and increases effective demand, thus
enabling health care providers to exploit economies of scale.

In Kenya, weak infrastructural development is a constraint on the development
of the private health sector, particularly in rural areas. In the provider survey,
many pharmacists identified transport costs as the second most binding con-
straint on their activities. Although reasonable progress has been made in the
provision of infrastructure since independence, much remains to be done. The
road network is in bad shape and only 10% of rural areas have electricity.

Technology

The impact of technology on the development of the private sector lies more in
the area of diffusion of technology than in the generation of new ideas. In
Kenya, radiology technology has been so well diffused that there are now a
substantial number of private X-ray laboratories in the major cities. The avail-
ability of private diagnostic labs has made it possible for physicians who other-
wise might not have done so, to venture into private practice: rather than under-
taking expensive capital investment in laboratory facilities, they are able to refer
patients to a private facility. Similarly, because several ways of treating illness-
es and diseases have been reasonably diffused, clinical officers and nurses can
now set up private practice and operate without a doctor’s supervision. Al-
though the direction of causation is not clear, it is plausible that the diffusion of
medical technology in Kenya has added impetus to the growth of the private
provision sector.

To the extent that government exerts control over technology acquisition and
location (because of efficiency considerations), this can also act as an impedi-
ment to the development of the private sector?®. We did not identify, however,
any evidence of regulation of this particular area in Kenya.

Credit

The health sector is capital intensive, requiring large initial capital outlays and

20/ An indirect way of controlling technology acquisition is through control over access to foreign
exchange. With liberalization of foreign exchange markets in Kenya (initially in 1991, with full liberaliza-
tion in 1993) this is no longer an important factor.
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working capital for the day-to-day running of the health facility. Landlords com-
monly require several years’ rent in advance. In addition, doctors in private
practice are required to purchase malpractice insurance at a cost of approximate-
ly KSh. 3000 per month (public sector doctors’ salaries are currently KSh. 5000
per month) and are required by the provisions of the Medical Practitioners and
Dentists Act to hold an adequate stock of drugs. These are visible constraints
on doctors and other health professionals who are considering establishing a
private practice.

Although Kenya has a fairly developed capital market, credit constraint is a fact
of business life. Asymmetric information and moral hazard are serious. There is
not enough collateral to secure loans and because of the specificity of medical
facilities, their liquidation value may be low, making lending to the health sector
even less attractive. Indeed the problem of low liquidation value may be exacer-
bated by the low level of wealth in the country in general and the illiquidity of
the financial market. These factors thus lead banks and other financial institu-
tions to ration credit.

The credit situation is not helped by prevailing economic conditions in the coun-
try. During the past year the GOK has been pursuing a tight monetary policy to
rein in inflation and stabilize the economy. Money creation fell from 35% in
1992 to 28% in 1993 whilst the reserve requirement has been raised from 30%
to 50%. This has resulted in the contraction of bank credit to the economy and
a steep rise in the cost of funds. Credit to the private sector grew by only 6%?2.

Because of the high cost of funds, health providers seek to finance their activi-
ties using other mechanisms. Most businesses are self-financed. According to
Kibua (1992) most private providers in Kenya used own-savings to finance the
startup of their practices. The provider survey identified a number of other
mechanisms, the most important of which is trade credit (see Table A.1.7 in
Appendix 1).

Unlike the agricultural and industrial sectors, there are no specialized financial
institutions lending to health providers. Certain types of provider may have
more limited access to credit than others. According to the evidence from the
provider survey, hospitals are much more likely to obtain credit from banks than
private clinics. In addition to regular commercial credit, some private laborato-
ries report receiving substantial loans from medical equipment suppliers {in one
case, a loan of KSh. 1 million, repayable over three years). There may be other
ways to get around the credit constraint; according to the 1994 Auditor-Gener-
al’s report, the extent of pilfering of drugs and medical equipment from the
public sector is enormous. A 1993 survey by McCann & Ericsson reported that
some drugs dispensed in private clinics bore the GOK stamp on them.

In the case of religious organizations, capital for expansion comes from dona-
tions (local and foreign) and government capital grants/matching grants. As far

21/ We note here that this contraction is largely due to reductions in GOK borrowing from the financial
market.
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as this research could establish, only one mission facility, Chogoria PCEA Hospi-
tal has borrowed from the capital market in the recent past. Chogoria is also a
large recipient of donor funds (from USAID and the Japanese government espe-
cially).

Government Policies that Influence the Development of the
Private Sector

Public Provision

Direct public provision of services

An important interaction between the public and private sectors is competition:
by directly providing health services, the government competes with the private
sector. When government services were essentially free of charge, and before
the current financing crisis began to cause serious deterioration in the quality of
public sector services, the considerable network of public facilities provided an
attractive alternative to fee-paying private services, and may have acted as a
deterrent to the development of the private sector. In some instances this
continues to be the case. For example, capacity in GOK facilities as measured by
the number of beds may deter private providers from entry in certain locations.
In Nakuru, Pine Breeze hospital has delayed expansion because “the provincial
hospital has an amenity ward and is too large”. Similarly, the Nakuru War
Memorial hospital, which shares the same grounds with the amenity ward sec-
tion of the provincial hospital, has no radiology department because this service
is provided by the PGH. In other cases there is duplication of health facilities in
geographical areas while others remain relatively underserved. The Ministry’s
Five-Year Financing Plan advocates better coordination between sectors of the
location of health facilities. The plan envisions assigning the role of district
hospitals to mission/NGO facilities in those districts where government district
hospitals do not exist, in order to avoid duplication of infrastructure.

Cost-sharing in the public sector

At Independence in 1963, the new government committed itself to providing
universal access to medical services. Soon after, the pre-independence atten-
dance fee of KSh. 5 per visit was discontinued, although nominal fees remained
in place for inpatient care and selected outpatient services.

In December 1989, the Government introduced an expanded fee schedule as
part of its “cost-sharing” program. Cost sharing was also introduced in other
sectors such as education and agriculture. These new health service fees result-
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ed in significant decreases in the utilization of government facilities. Under
considerable political pressure, the outpatient registration fee was suspended in
September 1990. Although widely perceived to be an abandoning of the policy
of cost-sharing (Mbiti et. al. 1993), all other fees which were introduced in
December 1989 remained in place. With the start of the USAID-funded Kenya
Health Care Financing Project in 1991, a program of strengthening of the fee
collection and management system began, first with the PGHs and Kenyatta
National Hospital in April/lJune 1991, and gradually extending to district hospi-
tals in May 1992, Outpatient treatment fees were introduced in health centers
in July 1993. Since then there have been periodic fee increases, and the gradu-
al introduction of new fees, such as maternity and theater fees. Fees were
increased again in October 1994.

Impact of cost-sharing on utilization of public services

The following section draws heavily on the results of a recent evaluation of the
cost-sharing program (Quick and Musau, 1994).

Two basic features need to be distinguished when considering the impact of
user fees on utilization. First is the trend decrease in utilization of government
facilities. The other is the more immediate change in utilization following the
introduction of user charges in government facilities. Analysis of utilization data
for government health facilities in a number of districts has been undertaken by
the Kenya Health Care Financing Project. Their analysis shows that there was a
decrease in general outpatient attendance of 27 to 45% in government hospitals
and health centers associated with the introduction of the outpatient registration
fee in December 198922, When the OPD registration fee was suspended in
September 1990 utilization returned to its previous (downward) trend path.
Modest (6%) and statistically insignificant declines in OPD attendance were
associated with the introduction of the treatment fee in provincial hospitals in
April - June 1991 and district hospitals in May 1992.

The same KHCFP data suggest that the introduction of cost-sharing does not
appear to have adversely affected the number of inpatient admissions. Nor does
it seem to have had an effect on inpatient mortality rates or average length of
stay at hospitals. This suggests that people were not measurably sicker by the
time they reached inpatient facilities. Child welfare, post-natal and family plan-
ning service utilization, all of which remained free-of-charge, do not appear to
have been adversely affected by fees for outpatient care. There is evidence,
however, of an early decrease in utilization of antenatal care after the introduc-
tion of the outpatient registration fee in December 1989.

22/ Large declines in utilization following the introduction of user fees in public facilities were also
recorded in a longitudinal study of household health seeking in Kibwezi (Mbugua et al., no date)
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Impact of cost-sharing on quality of care in public facilities

The only empirical information regarding quality change in government health
care facilities is from the evaluation of cost sharing conducted by the KHCFP.
These data, however, relate to the status of government health facilities as of
May 1993. At that time, the most marked improvements in patient satisfaction
as measured by surveys conducted before and after the introduction of OPD
treatment fees, had been in Provincial General Hospitals. Perceived quality in
district and sub-district hospitals had not improved. Drug shortages remained
common in public facilities, with improvements in drug availability most com-
monly mentioned by patients as the most important area for strengthening.
However, it is likely to have been too early to observe any widespread changes
resulting from the introduction of cost sharing. More recent anecdotal evidence
suggests a somewhat mixed picture of quality changes, with improvements in
some facilities, and continued deteriorations in others. In face of declining real
levels of government expenditure, it may be that the existence of cost-sharing
revenue is simply allowing facilities to maintain existing levels of care, or at
worst, to slow down the rate of deterioration. It appears that despite the fact
that Ministry of Health guidelines on expenditure of Facility Improvement Fund
revenues explicitly discourage their use for ordinary operating expenses, a signif-
icant proportion of cost-sharing revenues have continued to be used to pay for
water, electricity, and essential patient care items which are supposed to be
purchased from central government funds. According to Quick and Musau
(1994) “most districts report that FIF [Facility Improvement Fund] revenue is
being used primarily to maintain patient care servicesrather than to make sub-
stantive facility improvements.”

Possible impact of cost-sharing on private providers

Without widespread and sustained improvements in the quality of services
available in the public sector, we would expect an increase in the cost to the
patient of seeking care in government facilities to result in switching of utiliza-
tion from public to private sources of care. It is thus interesting to note that
aside from the longer-term trend decrease in utilization of government facilities,
and the short-term fall in utilization associated with the introduction of the
registration fee, the KHCFP data do not show any evidence of widespread
switching away from the government sector. From the side of the private
provision sector, available data do not permit a comprehensive evaluation of this
hypothesis. We have, however, examined utilization data from facilities operat-
ing under the umbrella of the Kenya Catholic Secretariat and Chogoria (see
Tables 29 and 30). Although there was a small increase in inpatient admissions
to Catholic mission hospitals, the overall trend for both outpatient and inpatient
utilization at KCS facilities is also downwards.
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Table 29

Inpatient Utilization Trends - Selected Mission Facilities

7989 7990 1991 7992 7993
CHOGORIA HOSPITAL
Admissions 10,256 9,295 7,347 11,009 12,669
ALOS 9.30 8.80 10.10 9.40 10.70
Occupancy Rate 0.85 0.73 0.66 0.95 1.18
KENYA CATHOLIC
SECRETARIAT
Admissions 170,436 183,606 183,081 183,081 158,558
ALOS 8.42 8.35 8.45 8.45 6.90
Occupancy 0.71 0.73 0.75 0.75 0.65

Source: Kenya Catholic Secretariat Annual Statistical Reports, various years; Chogoria Hospital Annual report,
1990, 1993.

Without evidence of widespread switching out of the public sector, the main
utilization “puzzle” to be solved relates to the trend decrease in utilization which
is observed for government facilities and certain mission facilities. This trend
reduction in utilization of public sector services reflects either switching to other
sources of care (for example, the private for-profit sector, to traditional healers,
to self-care and pharmacies) or to no care. Unfortunately, data are not available
to examine attendance trends for other private providers (for example, traditional
healers or clinics operated by clinical officers and nurses). Population-based
utilization rates need to be carefully examined to determine whether there is a
secular declining trend in health service utilization and the extent to which the
utilization of other providers is increasing.

Other public sector financing issues

Although it does not fit easily into the category of “policy”, the long-term secu-
lar decrease in real Ministry of Health expenditures appears to have had an
effect on the private sector. It is a commonly-held feeling that at least part of
the recent growth in the private sector is related to the widespread deterioration
of the availability and quality of services in the public sector. One Ministry of
Health official reported that “the only business which is booming in Kenya is the
private medical business”.

The effect of this under-funding is not restricted to clinical services. Although
only anecdotal evidence is available, discussions with a number of private labo-
ratories suggest that an important impetus for the recent boom in private labora-
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Table 30

Outpatient Utilization Trends - Selected Mission Facilities

Facility (ies) 7989 71990 1991 71992 71993
CHOGORIA HOSPITAL

Hospital OPD 50,509 41,726 45,834 51,504 62,913
Clinics 117,058 | 132,622 135,5642| 155,657 | 184,501
KENYA CATHOLIC

SECRETARIAT

Hospitals 1,666,05| 1,194,79| 1,637,10| 1,106,76| 1,177,61
Cottage/Grade Il

. 1,663,90| 1,832,38( 1,697,08| 1,274,08| 1,143,84
Hospitals

Sub- Center/Dispensar ies | 1,703,03( 1,487,63| 1,493,01| 1,333,88| 2,159,86

Source: Kenya Catholic Secretariat Statistical Reports, 1989-93
Chogoria Hospital Annual Reports, 1990, 1993

tory services has been the absence of re-agents and equipment in public hospi-
tals. Referrals from government hospitals to private laboratories were said to be
relatively common. Similarly, private x-ray services in major towns are flourish-
ing because of equipment malfunctions and lack of supplies in radiography
facilities in government hospitals.

The decline in public sector resource availability appears to be having a negative
impact on mission health services. In the past these organizations received
substantial financial support from the MOH in the form of grants and subven-
tions. This support has declined significantly in the last five years.

Taxes and Subsidies

Taxes and subsidies to consumers

Health services can be subject to both direct taxation and indirect taxation. In
turn, taxes may be levied on the consumer or the producer, with differing impli-
cations for quantity demanded or supplied depending on the relative elasticities.
In Kenya, health services and direct inputs into health services such as drugs
and equipment are not subject to value-added tax, although some inputs are
subject to import duty. The direct tax treatment of health expenditures differs
somewhat between employers and individuals, and the nature of the payment.
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Tax treatment of individually purchased health services/insurance

Individual out-of-pocket expenses on health services are not deductible against
taxable income. This is also true of individually-purchased health insurance,
although a small allowance can be claimed (reported to be maximum of KSh.
720 per year). Furthermore, ad hoc payment of health expenses by an individu-
al's employer is treated as ordinary income to that person, and subject to income
tax.

Direct taxation of corporate health expenses

As long as a company health scheme (either insurance, directly provided health
services, or reimbursement of out-of-pocket employee health expenses) applies
to all employees, these expenditures can be treated as part of ordinary business
expenses and deducted from taxable income. Given a corporate tax rate of
37.5%, this considerably reduces the effective cost to the employer of providing
health care.

Import and other taxes

The taxes which affect private providers of health services include import duties
and corporate taxes. Non-governmental organizations are permitted to request a
50% reduction in the import duty payable on imports of medical supplies and
equipment. Each request must be submitted through the Ministry of Health
separately, as blanket authorizations for duty exemption are not made. There
are reports of considerable delays in processing of these waiver applications. In
some cases the costs of these delays may outweigh any savings from the duty
exemption.

An issue which arose in the literature review concerned import duties applicable
to the local production of ORS. Although ORS itself can be imported duty-free,
the raw materials and packaging required for local production are subject to both
import and value-added taxes. The resulting price differential between imported
and locally-produced ORS is significant: one liter of imported ORS costs approxi-
mately KSh 3.5, while the locally-produced equivalent costs approximately KSh
7 (1992 prices}). Tax exemptions have since been permitted for dextrose and
printed aluminum laminate (for packaging), provided the material is used for ORS
production (CDD Focused Programme Review, 1992).

Other taxes pertaining to health services include taxes levied on the insurance
companies. These are the insurance premium tax (2.5% of total premia paid),
and the insurance training tax, revenues from which are used to finance the
office of the Commissioner of Insurance; and the insurance training tax (0.35%
of total premia), used to support the running costs of the Insurance Training
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College.

Direct public subsidies to private providers

In Kenya, public resource transfers to the private sector take place by several
methods:

U Direct cash transfers to NGOs;

. Provision of medical equipment and supplies, vehicles, drugs, vaccines,
contraceptives and other commodities. In some cases these are provided
by donor agencies and channeled to NGOs through the public sector
supply system;

. Support to NGO activities such as consultancies, construction and up-
grading of facilities. Payments for such services are made by the Minis-
try of Health without necessarily transferring the cash to the NGOs;

. Support through the National Council for Population and Development to
organizations dealing with population and family planning;

. Secondment of health personnel to NGO institutions. These include
doctors, clinical officers, nurses and hospital administrators;

. Duty exemptions for health-related non-profit organizations.

Table 31 provides information on the estimated value of these transfers over
time. Information about the magnitude of duty exemptions is difficult to obtain
because of the way records of such exemptions are kept. Secondment of
government officers takes place at Provincial level and thus it was not possible
to collect information about all government personnel seconded to NGO facili-
ties.

Medical education

One of the most important subsidies to the private sector occurs through the
public financing of medical education. There is an expressed intention to intro-
duce cost-sharing in universities for medical education. This will obviously
affect the pool of applicants wanting to become doctors and affect the supply of
labor to this sector in the future.

Assessing the public sector subsidy to the private sector

Ideally, it would be desirable to assess the “appropriateness” of the public sector
subsidy to private health care providers. This could be in terms of the type of
services provided (whether they are targeted at priority services, at cost-effec-



90 P. Berman, K. Nwuke, K. Hanson, M. Kariuki, K. Mbugua, J. Ngugi, T. Omurwa, S. Ong’ayo

Table 31

GOK Subsidies to NGO Health Providers through the Ministry of Health, Current Kenyan
Shillings

Year Direct Cash | Capital Grants Other Grants Total Grants | Grants as a %
of GOK Health

Expenditures

1982/83 39,212,600 5,000,000 1,461,060 6,461,060 0.40
1983/84 38,500,620 5,000,000 6,809,980 11,809,980 0.80
1984/85 40,080,700 5,000,000 33,150,640 38,150,640 2.30
1985/86 40,991,280 5,000,000 15,908,360 20,908,360 1.20
1986/87 34,449,000 6,009,860 6,129,400 12,169,260 0.40
1987/88 29,899,660 5,604,700 71,680,160 77,284,860 3.30
1988/89 14,952,540 6,600,620 8,200,980 10,868,880 0.80
1989/90 19,635,500 2,846,920 604,100 3,451,020 0.01
1990/91 22,111,260 89,020 172,220 261,240 0.06
1991/92 7,254,500 2,973,600 - 2,973,600 4.80

Source: Controller and Auditor General's Reports on Appropriation Accounts for the Ministry of Health, various years.

tive interventions, whether they are public goods or goods with positive exter-
nalities which would tend to be under-provided by the private market and the
populations served. With the information presently available it is difficult to
make such an assessment. There is no evidence to suggest that any of the
direct grants (cash or commodities) by the Ministry of Health to non-government
organizations are inappropriate as defined by the above criteria. More detailed
information would be needed to consider the beneficiaries of any “implicit”
subsidies: for example, the extent to which government may be subsidizing care
in its amenity wards by charging less than full cost.

Insurance: The National Hospital Insurance Fund

All NHIF-approved health facilities (hospitals, maternity homes and nursing
homes in the public, NGO and private for-profit sectors) make claims for reim-
bursement for care provided to NHIF members and beneficiaries. In order to
qualify to make claims from the NHIF, inpatient facilities must be first approved
by the Ministry of Health acting through the agency of the Medical Practitioners
and Dentists Board. Facilities are thereafter inspected by the NHIF and approved
if the minimal conditions are met.

Facilities are reimbursed a flat rate per day irrespective of the type of ailment, up
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to a maximum of 180 days per family per year. There is also a length-of-stay
limit. Reimbursement rates are based on the type and level of facility and range
from KSh. 80 to KSh. 450 per inpatient day. Kenyatta National Hospital is
considered a special hospital and is granted a reimbursement rate of KSh 650.

NHIF and provider incentives

The criteria according to which NHIF establishes reimbursement rates for health
facilities has two perverse incentive effects on providers. First, because the
reimbursement rate is dependent on, among other things, the bed capacity of
the facility, private providers have an incentive to either expand capacity or to
misrepresent their capacity so as to be assessed a higher reimbursement rate.
Although there is considerable under-utilization of capacity in the sector, the
number of private inpatient facilities continues to grow and some existing facili-
ties are expanding their capacity. Others have simply changed their name from
hospital to nursing home, thereby qualifying for a higher reimbursement level.

Secondly, the NHIF may create incentives for frivolous inpatient admissions, and
for longer length-of-stay than is necessary. Evidence provided by the Kenya
Health Care Financing Project shows that the average length of stay in private
health facilities has risen since 1989.

NHIF and the structure of the private hospital sector

The NHIF may reduce the incentive for hospitals and nursing homes to seek
economies of scale, leading to a fairly fragmented sector. Of the 295 health
facilities approved by the NHIF, about 78 (26%) have 50 beds or less (a number
have less than 20). Yet empirical evidence shows that hospitals begin to
achieve economies of scale from 200 beds and above.

NHIF and transactions costs

The manner in which the NHIF is organized raises transactions costs. It is highly
centralized in Nairobi, where all claims are processed. Health facilities in the rest
of the country are required to make monthly trips to Nairobi to pursue claims.
The processing of claims is slow because a large part of the process is yet to be
computerized. There are allegations of fraud whereby claimants are required to
pay NHIF officers in order to have their claims expedited. According to one.
mission hospital administrator, it takes the clerk at least 3 days to get claims
processed at the NHIF, while the for-profit providers spend at most a day.

These transactions costs may be a source of pressure on the fees charged by
private health care providers. '

Ih addition, delays in the issue of NHIF membership cards have acted to restrict



92 P. Berman, K. Nwuke, K. Hanson, M. Kariuki, K. Mbugua, J. Ngugi, T. Omurwa, S. Ong’ayo

NHIF reimbursement. It is reported that members may be without cards (and
thus, without access to benefits) for up to one-third of the year. This may help
to explain how the NHIF accumulates its operating surplus.

NHIF and crowding out of other forms of risk sharing

The NHIF is the primary mechanism for risk-sharing in the country. Private
insurance supplements its benefits. As has been discussed elsewhere in this
report, the administration cost of private insurers in Kenya is high because of
high taxes and other levies imposed on it by the government. Hence private
insurers focus their canvassing on wealthy individuals, the expatriate sector and
those Kenyans in wage employment in the formal sector in order to reduce
actuarial risk. Combined with the widespread practice of employers directly
providing health services to their employees or purchasing these from private
providers, the NHIF has helped to slow the growth in demand for other insur-
ance.

How appropriate is the NHIF?

The NHIF is a hospital insurance scheme, not a health insurance scheme, be-
cause it pays only for inpatient services. It pays for less than half of a typical
inpatient bill in the private for-profit sector in urban areas. Although benefits
rates have been increased twice since the outset of the cost-sharing program,
NHIF reimbursement levels remain a small proportion of the total costs of care in
many for-profit facilities. In addition, the fee structure provides few incentives
for improved quality.

Interventions in Factor Markets

Labor market issues

Government policies which have directly affected the availability of personnel to
the private sector include the practice of permitting government-employed
consultant physicians to work in private practice, and the Acts which have
permitted nurses and clinical officers to operate private practice conditional upon
leaving public service. Public sector wage policy has had an indirect effect on
the private sector by ensuring a constant flow of trained medical professionals
out of public service to the private sector.

Wage policy in the public sector

The low level of salaries paid to those working in the public sector has had the
effect of ensuring a steady flow of trained health personnel into the private for-
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profit sector. Doctors working in private practice are reported to earn two to
three times more than their public sector counterparts (Bloom and Segall 1993).

After the 1994 doctors’ strike, physicians in the public service were paid KSh.
11,000 per month. This is in comparison with, for example, pharmacists work-
ing in the private sector who typically receive a starting salary in the region of
KSh. 20,000 (Dr. Ombega, personal communication).

Different parts of the private sector differ in their ability to benefit from this
outflow from the public sector. For example, mission facilities report some
difficulty attracting skilled personnel. Discussions with mission organizations
revealed that the lack of pension arrangements and loss of a guaranteed “job for
life” because of the practice of short-term contracts in the mission sector are
important reasons why the mission sector is not as attractive to Kenyan health
professionals.

Education and training

Well-qualified medical professionals are a prerequisite for a well-functioning
health system. The GOK has expanded local capacity to train qualified and
skilled medical personnel in line with the high rate of expansion of health infra-
structure in the immediate post-independence years. Kenya now trains most of
the doctors and other medical personnel such as nurses, clinical officers, phar-
macists and pharmaceutical technologists locally. A few still study overseas,
particularly for specialist training. As of July 1994 there were about 38,000
health personnel in Kenya, about 9% (3,554) of whom are doctors?*. Of these
doctors, only 770 (excluding specialists) worked in the public sector. The resid-
ual 80% worked in the non-governmental sector and the Ministry of Defense?*.

There are two medical schools in Kenya: the University of Nairobi and Moi
University. The University of Nairobi also has a post-graduate program in inter-
nal medicine and in obstetrics/gynecology. Tuition for medical training programs
is KSh. 50-60,000 per year. Approximately 90% of this is subsidized by the
GOK, and loans are available to finance the balance. In addition, students re-
ceive a quarterly stipend and book allowance. The GOK has expressed its
intention to introduce a greater degree of cost-sharing in its educational institu-
tions. This may have a long term impact on the availability of medical person-
nel, given the low levels of ability to pay. Mission health facilities run a few
nursing schools where enrolled and registered nurses are trained.

The potential for the mission sector to enhance its contribution to the supply of
health professionals in the country is constrained by two factors. First, although
mission nursing schools are accredited by the MOH and the Nursing Council of
Kenya, graduates from mission nursing schools face labor market discrimination
in access to GOK posts. [t was reported to the research team that nurses

23/ This includes dentists. The actual number of physicians may be lower.

24/ This number is likely to be smaller. In September 1994, the GOK dismissed over 300 striking
government doctors and dentists. The doctors had been pressing for better terms and conditions of
service and for the registration of their union, the Medical Practitioners and Dentists Union.
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trained in mission nursing institutions are more likely to be unemployed upon
graduation and that their duration of unemployment is usually longer than for
equally-qualified graduates from GOK institutions. Second, mission hospitals are
not accredited for training of medical undergraduates.

Local training of health professionals is supplemented by constant inflows of
volunteer doctors and other health professionals into the mission sector. By
providing services in the mission facilities, they free up Kenyans who would
otherwise have accepted positions in the mission hospitals to work in the private
sector. A major problem with the training of medical professionals in Kenya is
the inability of mission facilities to secure places in GOK-run training schools
(MTCs). KCS, for example, has been unable to secure places for its equally-
qualified candidates to train as radiologists in the MTC.

The availability of capital and credit

The macroeconomic background to the problem of credit constraint was outlined
above. The important public policy issue relates to the absence of intervention
in the form of financial institutions specializing in health sector finance.

One way in which government acts indirectly as a provider of credit is by acting
as guarantor of last resort to mission facilities. In recent years a number of
mission hospitals have encountered severe management and financing difficul-
ties. Because the Ministry of Health is ultimately responsible for all health
facilities in the country, it has the right to take over the management of such
facilities through the appointment of an outside caretaker Management Board
which remains in place until such a time as the Minister (through the Provincial
Medical Officer) is satisfied that the problems have been rectified. The poten-
tial effect of such a policy is clear: like any business which is provided with a
guarantee of continued funding should it run into difficulties, there is less incen-
tive for efficient operations and investment strategies. Missions do not like to
be taken over by government, and may resist such takeovers. The relevant
empirical question here is whether it would be more cost-effective for the gov-
ernment to provide more regular subsidies/grants to support mission facilities
than to take them over when they have reached a state of financial crisis.

Public information

Public policy in the area of the dissemination of public health information has a
direct impact on private providers. Evidence from the provider survey indicates
that as many as 70% of the providers in the sample did not receive relevant

- public health information from the Ministry of Health. These include information
on treatment guidelines for certain diseases, public health materials and national
drug formulary (see Table 32).
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Table 32

Health Information from MOH received by Private Health Providers

Hospitals, Clinics and Pharmacies
Dispensaries
Type of Information N (105) | % Receiving N (52) | % Receiving
Treatment Guidelines 33 31.40 7 13.50
National Drug Formulary 28 28.00 9 17.30
Public Health Information ' 44 42.00 11 21.20
gf:g‘;f Approved/Banned 38 38.00 11 21.20
Other Types of Information - - 2 0.04
No Information at All 25 25.00 - -

Source: DDM/AMREF Provider Survey, 1994
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The matrix below summarizes these public policies which have an impact on
private health care providers.

Public Policies which Affect the Private Sector: Summary

Policy Instrument Policy Intervention Private Providers Affected
Public Provision Government production All

Cost sharing All

Resource shortages : All

Insurance and Cost-Sharing NHIF/Harambee Inpatient facilities

Public Provision Provision of information to providers; | All
Policies on provision of information to
consumers

25/ This privilege is not extended to junior doctors in public service. This asymmetry in practice (and
income-earning) opportunities is an important reason behind the recent breakaway of the junior doctors to
form the Medical and Dental Practitioners Union.

26/ It is interesting to speculate that the direction of causation is indeed the reverse: that the possibility
of practicing privately is the factor which ensures a ready supply of consultants to the public sector.
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8 Laws and Regulations

Laws and regulations are yet another mechanism which affects the operation of
the private sector. In a private enterprise economy laws serve three principal
functions: they define property rights, regulate the terms and conditions of
exchange between free individuals and provide a framework for the resolution of
conflicts between parties in free exchange. Consequently they affect the struc-
ture of incentives facing economic actors and the behavior of those actors. The
purpose of this section is to review and discuss the impact of Kenyan laws
affecting private health providers.

Regulation of Private Practice

The Ministry of Health has overall responsibility for regulating the private provi-
sion sector. However, day-to-day oversight is exercised by four statutory bodies
in the Ministry: the Medical Practitioners and Dentists Board (MPDB), the Clinical
Officers Council, the Nursing Council, and the Pharmacy and Poisons Board. In
addition to registering all newly qualified medical doctors and dentists in the
country, the Medical Practitioners and Dentists Board is also responsible for
licensing private clinics and hospitals.

Private Practice by Government Consultants

Government-employed consultant physicians are permitted to practice privately
alongside their government duties?®. This policy has been an important factor
contributing to the supply of medical personnel available to set up private con-
sulting offices and skilled professionals for the private for-profit hospital sector?®.
Consultants working privately are supposed to declare the hours they intend to
work in their public sector post in order to ensure that they maintain the terms
of their contract; however, in the absence of adequate monitoring of contractual
obligations it is likely that the public sector is not getting its full output from
these consultants. There are also reported cases of consultants admitting their
own private patients to GOK facilities and not paying the facility for the services
rendered.

Indeed, when in the early 1980s government attempted to curb widespread abuses of private practice by
government doctors by withdrawing this privilege, there was a significant exodus of physicians from the
public sector. Unfortunately, it is not possible to determine the specific direction of this relationship
between public and private sector employment.
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Sole and/or Group Practice by Doctors '

The GOK has never attempted to prohibit or restrict private medical practice in
Kenya. Any doctor who satisfies the minimal requirements as set out in the
Medical Practitioners and Dentists Act can enter private practice. These require-
ments are that the doctor a) be registered with the Medical Practitioners and
Dentists Board (the prerequisite for which is the possession of a medical degree
from an accredited institution and the completion of a one-year internship pro-
gram); b) have worked in a salaried position under supervision for at least three
years; and c) must obtain a private practice license from the MPDB. The same
minimum private practice eligibility requirements must be satisfied by locum
doctors.

Private practice licenses are issued only in respect of premises and are not
transferable among individuals or facilities. Issued in the first instance for one
year, private practice licenses must be renewed annually. A “one doctor-one
clinic” rule is in place, although in rural areas a doctor can operate two clinics.
Separate licenses must be obtained for each clinic.

Doctors in private practice are required to notify the Medical Officer of Health of
cases of notifiable diseases, to keep an adequate stock of essential drugs and to
keep good records of all drugs. Their clinics may include clinical and radiological
laboratories if certain eligibility conditions are met: a qualified person must be
employed to run the lab or the doctor himself must be qualified in the secondary
discipline.

Private Practice in Nursing Homes and Hospitals

Kenyan law distinguishes between private health provision by sole or group
practices and private provision by institutions such as hospitals and nursing
homes. There do not appear to be any minimal conditions that must be met
before a hospital can be established, neither are there any restrictions on the
number of facilities that can be operated by any formally incorporated hospital.

Private hospitals are responsible for enforcing the provisions of the law as they
apply to individual doctors and must submit the list of all general practitioners
and dentists in their employment every six months. They are also required to
submit another list of all general practitioners to whom they have granted admit-
ting privileges and the location of the primary places of practice of these individ-
uals. Private nursing homes and hospitals must also ensure that doctors in their
employ do not practice in areas outside their competency (except in cases of
emergency).


John M
Rectangle


Data for Decision Making Project 99

Private Practice by Clinical Officers

An important feature of the Kenyan health system is the existence of a cadre of
health care practitioners known as clinical officers, the origins of which date
back to the first World War when Africans were trained to provide assistance to
British doctors. In 1989, the GOK began to grant clinical officers leave to run
and operate their own private clinics. The enabling law for this is the Clinical
Officers Act of 1989. In order to enter into private practice, clinical officers
must have worked for at least 10 years. Over 700 clinical officers are currently
in private practice.

Private practice licenses are issued in respect of premises by the Clinical Officers
Council for one year in the first instance, and are subject to annual renewals.
The law also provides for the regulation of opening and closing hours of the
practice. Although there are no legal restrictions on the number of clinics a
clinical officer can have, the requirement that clinics can only be open while the
clinical officer is physically present is an indirect restriction on the number of
clinics a clinical officer can operate.

Private Practice by Nurses

The standing order permitting nurses in Kenya to run and operate their own
private clinics was not reviewed. The Nurses Act which regulates the practice
of nursing in Kenya does not have any provisions for private practice by nurses.
Discussions with MOH personnel suggest that the minimal requirement for
private practice by nurses is that the nurse must have worked for at least 10
years.

Private Radiological Laboratory Practice

This group of providers appears to be largely unregulated, although anecdotal
evidence suggests that they are licensed by a board. We did not identify any
documentation for the conditions needed for licenses to be issued.

Private Practice by Pharmacists

Practice in pharmacy in Kenya appears to be treated as a non-medical service.
Unlike in the cases of doctors and clinical officers, there are no laws regulating
the conditions under which a pharmacist can set up private practice. This is
perhaps because chemists and pharmacies have always been treated as private
sector activities and existing laws regulate the activities of the health service
sector. The basic requirement for the practice of pharmacy in Kenya is registra-
tion by the Pharmacy and Poisons Board, subject to the possession of a degree
from a recognized institution. Pharmacies in Kenya are prohibited from falsely
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representing the efficacy of drugs and from advertising abortion drugs or of any
drugs that can induce miscarriage in women.

A recent phenomenon in Kenya is the entry into private practice of a group of
health professionals known in Kenya as pharmaceutical technologists. This is
the pharmacy equivalent of the clinical officers. There are at present about 120
of them registered with the Ministry of Health. There are as yet no laws regulat-
ing this practice and nothing can be said about the conditions which must be
met for licensing.

Laws on Contracting

As best as our research could establish there does not appear to be any con-
tracting-out or contracting-in of services between the GOK and private health
care providers, although the Public Health Act does make provisions for such an
arrangement particularly in respect of local governments. The Act empowers
municipal and local governments to: a) own, operate or build hospitals; b) con-
tract for the use of any such hospitals; c) enter into any agreement with the
management of any hospital for the reception of the sick of the area; d) contract
with any person to provide temporary drugs, supply of medicine and medical
assistance for the poor.

Laws Pertaining to Health Insurance

There are two types of health insurance mechanisms in Kenya (excluding Haram-
bee). Aspects of these have been discussed in other parts of this report. Here
we simply note the key features of the laws regulating the provision of insurance
in Kenya.

The largest health-related insurer in Kenya is the NHIF, a statutory body set up
in 1966. The law establishing the NHIF provides for the enroliment in the NHIF
of all Kenyans between the ages of 18 and 65 and mandates employers to
deduct premia from wages and salaries. The level of contribution is graduated
according to income, ranging from KSh. 30 per month to KSh. 320. The Act
also provides for the fund to make loans from its reserves to hospitals for ser-
vice improvements. ‘

The private insurance industry is regulated by the Insurance Act of 1986. The
law requires insurance companies to pay a number of levies which appear to
increase their costs. These levies include a training levy and a levy for the
upkeep of the Insurance Commission etc. The Insurance Act is currently being
re-written to promote more competition among insurers.
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Other Laws which Affect Private Health Care Providers

There are a number of other laws which affect private providers as businesses.
These laws include a) The Food, Drugs and Chemical Substances Act (Cap. 254)
which prohibits the sale of adulterated and substandard drugs, and deceptive
labeling; and provides for the establishment of the Public Health Standards Board
which is empowered to implement the provisions of the law; b) The Foreign
Investments Protection Act (Cap. 518) 1964 which protects foreign investments
in Kenya; ¢) The Local Government Act (Cap. 265) which empowers local gov-
ernments to impose service charges on businesses operating within their jurisdic-
tion; d) The Corporate Income Tax Law which allows firms to consider employer-
provided health services as part of overhead expenses and therefore tax deduct-
ible. These laws have an indirect effect on private provision of care. Some of
the laws raise the direct cost of provision; others change the relative price of
health services. These laws have not been reviewed here for lack of time and
space.

Effects of the Laws on the Private Health Care Market

A useful framework for analyzing the effects of the laws on the private health
care market is to consider how they affect the structure, conduct and perfor-
mance of private providers. Little is known, however, about these aspects of the
health care market in Kenya. Because entry barriers in the sole or group practice
sub-sector are not very high and the law restricts the number of health facilities
that an individual may own, it is safe to assume that each provider is monopolis-
tically competitive, acting as a monopoly in its catchment area yet aware of
what its competitors may be doing.

Licensing requirements can be considered a barrier to entry in Kenya in terms of
the way they apply to foreign and foreign-trained doctors. This is particularly
relevant to physicians on short-term assignments at mission facilities. The
second group of actors affected by the registration and licensing requirement are
Kenyan doctors trained overseas, even if they have practiced for long periods of
time overseas. It has been pointed out that the requirements are tedious and
time-consuming and should be waived, particularly for doctors on short assign-
ments at mission facilities and for overseas-trained Kenyan doctors with many
years experience. Against this argument, however, public interest must be
considered. Control of inputs appears to be the only means through which the
quality of care is regulated in Kenya. Easing registration and licensing controls
may open the process up to abuse and subvert its purpose.

There are no price controls in Kenya other than controls on the prices of drugs
{(which are observed in the breach). Each provider is free to establish her own
price.

27/ Being bench-trained does not mean that they are any less competent than those more formally
trained. Rather, the issue is that there may not be a universal curriculum or standards, and the quality of
informally-trained personnel may be more variable.



102 P. Berman, K. Nwuke, K. Hanson, M. Kariuki, K. Mbugua, J. Ngugi, T. Omurwé, S. Ong’ayo

It appears that a central focus of the laws regulating health service provision in
Kenya is to assure the quality of care by ensuring the quality of the inputs.
There are no requirements for in-service training, refresher training, etc., to
update the skills of physicians. There are no malpractice laws designed to
protect the patient from negligent doctors or those whose skills have atrophied.
On the other hand, all duly registered and licensed health providers must be paid
for services rendered. The rapid growth of the private provision sector requires
that such an asymmetry in protection should be bridged as a matter of urgency.

Despite the focus of regulation on the quality of inputs, there are a number of
gaps in regulation and enforcement which may compromise the quality of servic-
es provided in some private facilities. For example, discussions with Ministry of
Health officials in Kisumu district revealed that recent years have seen a rapid
increase in the number of private laboratory facilities operated out of doctors’
offices. Although doctors are legally required to register their laboratory facili-
ties separately, and there are minimum qualifications stipulated for those who
work in private laboratories, to date there has been little enforcement of this
requirement. This absence of effective regulation has doubtless been an impor-
tant contributing factor to the growth in this particular sector. There has been
an intention expressed by the Ministry of Health to enforce registration and
regular inspections of these facilities.

Concerns were expressed by both MOH officials and operators of registered
laboratories about the ethical and quality implications of this increase in the
number of labs operated by private doctors. Seli-referral has been identified as
an important issue in the US, where strict restrictions exist on levels of invest-
ment and the types of diagnostic service companies in which private doctors can
hold personal interests. This emerges from a concern about the ethics of self-
referral and the potential for supplier-induced demand. In the Kenyan context,
concerns were raised about the qualifications of personnel hired to work in these
laboratories, many of whom are “bench-trained” (i.e. trained on-the-job)?’.
Where these facilities are not separately registered, regular inspection by quali-
fied laboratory personnel and monitoring of the quality of tests performed is
difficult. Further attention is warranted on this issue.
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9 Strategies to Promote Public/Private
Linkages to Achieve National Health Goals

In recent years, Kenya has recognized the major challenges it faces in reforming
its health sector. Health needs remain high, even augmented by new problems
such as the HIV/AIDS epidemiic, while the potential for growth in public resourc-
es for health is limited. As a result of years of tight budgets, the quality and
functioning of the public sector health facilities has been difficult to maintain.

Kenya has long followed a strategy of pluralism in the health sector, allowing a
large and diverse non-government health sector to develop. This report docu-
ments the contributions of this non-government sector to some of Kenya’s
health goals. The potential exists for much higher levels of contribution from the
non-governmental sector. This requires collaboration between the public and
private sectors in identifying national public health priorities and putting in place
a framework for achieving those goals. This chapter suggests some broad lines
of to develop such cooperation between the state and the private sector.

The chapter begins with a review of the major findings of the study. It then
provides three sets of recommendations regarding public/private linkages in
support of priority national health goals. These recommendations address sys-
tem-wide actions; those relating to specific types of providers; and service-
specific recommendations.

Findings

Size and Composition of the Private Provision Sector

The most recent studies from the mid-1980s suggest that non-government
sources of finance account for slightly less than half of total health expenditures
in Kenya. The largest share of this non-government expenditure is household
out-of-pocket spending -- mainly fee-for-service for self-treatment (drug purchas-
es) and non-government providers. These funds support a large and diverse
group of non-government providers.

We use three characteristics of providers to develop a typology of the private
provision sector: economic orientation (for-profit or not-for-profit); type of health
care organization; and clinical system (traditional or cosmopolitan medicine). The
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not-for-profit sector comprises organizations with religious affiliation (church
missions and Islamic groups), non-government social service organizations (such
as the Family Planning Association), and large non-profit providers such as Aga
Khan and Nairobi Hospitals. The for-profit sector includes a large number of
facilities and practices ranging from small shops to large industry-owned hospi-
tals.

Documenting the composition of the private sector by type of health care organi-
zation has proved to be very difficult. We used the official MOH health informa-
tion system and conducted a survey of over one hundred facilities. Hospitals
have been reasonably well identified, usually including at least several medical
specialties. Other facilities, such as maternity and nursing homes, provide inpa-
tient care and many hospital-like services and are mainly found in the for-profit
sector. Many of these also provide outpatient services. Facilities providing only
outpatient treatment use a variety of titles which appear to have little relation to
the actual services being provided. “Health centers” and “dispensaries” are
mainly found in the government and mission sectors. “Health clinics”, “medical
clinics”, "medical centers”, and "dispensaries” are some of the main titles used
in the for-profit sector. These range from individual practices of nurses and
clinical officers to larger multi-practice facilities run by companies. In addition,
pharmacies and other drug sellers provide a significant amount of outpatient
diagnosis and treatment. At present, national information on this variety of non-
government providers is insufficient to develop well-designed policies targeting
specific parts of the for-profit provision sector.

Non-government providers are a significant part of Kenya’s overall health care
provision capacity. They account for 50% of all hospitals and 36 % of Kenya's
hospital beds. They also account for approximately 21% of health centers and
51% of all other outpatient treatment facilities, although these include a wide
variety of different levels of quality and capacity, as noted above.

Growth

Kenya has an open economic environment which has encouraged private sector
involvement in the provision of health services. The private sector has grown
from a few providers when Kenya became independent of British rule in 1963 to
nearly 1500 in 1993. There is little reliable national quantitative evidence on the
growth of different types of providers. In the provider survey, we noted a rise in
the number of providers beginning work since 1990, implying recent rapid
growth. This is supported by observations of recent departures of public sector
health personnel from government jobs, and anecdotal reports of increasing
numbers of nursing homes and other facilities being established, even outside
the larger urban areas.
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Geographical Diversity

The geographic distribution of private health facilities in the country shows
strong patterns of rural-urban differentiation and concentration of certain types
of providers in certain areas. This is very important for policy strategies. Mis-
sion health facilities are concentrated in provinces with large Christian popula-
tions. Similarly, mosque-clinics are all located in the Moslem quarters of the
major cities in which they are found. The major private hospitals, clinics and -
dispensaries owned by doctors and other for-profit health facilities are predomi-
nantly located in urban areas as are the vast majority of pharmacies (however,
this doesn’t mean they only serve the affluent, as shown below). Smaller for-
profit providers such as nurses and clinical officers practices are probably distrib-
uted more evenly between cities and towns, with greater access to the rural
population. Drug sellers and traditional practitioners are ubiquitous.

Contribution of Non-Government Provision to Kenya’s Health
Services

The non-governmental health sector makes a substantial contribution to Kenya’'s
health services provision. Survey data suggest that 45-60% of illness episodes
are treated by non-government providers. Non-government services are used by
all socioeconomic classes, although it is likely that there are significant differen-
tials in the types of providers used by different economic groups. Drug sellers,
small individual providers, and mission and mosque facilities are likely more used
by the poorer classes, while the large urban facilities such as Aga Khan and
Nairobi Hospitals serve more of the affluent population.

The review of a variety of disease and problem-specific studies shows that non-
government providers contribute in varying degrees to addressing problems of
public health importance. Common infectious diseases of childhood, such as
diarrhea and ARI, are often taken to private facilities or sources of pharmaceuti-
cals for self-treatment. Non-government providers give immunizations, assist in
deliveries, treat malaria, STDs, and TB, among others. Who they reach and the
types of services they provide vary between types of providers (e.g., mission .
facilities versus outpatient practice of a nurse, or paramedic versus drug seller)
and between rural areas, small towns, and large cities. There is probably consid-
erable scope for increasing their contribution to these services, but this must be
done carefully with attention to quality and coverage issues.

Quality and Efficiency

Evidence on the quality and efficiency of services provided by the private sector
is very limited and inadequate to permit us to come to any substantial conclu-
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sions. There are almost no systematic studies of private sector quality or public-
private quality comparisons. There are, of course, anecdotal reports of abuses
by private providers, such as dilution of drugs in private facilities in order to
offset the lower prices charged. In contrast, some non-government providers,
such as mission hospitals, are generally thought of as high quality. Only one
comparison of government and non-profit hospitals was found, the Curative
Services Gap study. This did not find much systematic difference between the
different types of facilities, although there was a W|de range of quality and
efficiency across facilities in general.

Insurance

Kenya has both public (NHIF) and private health insurance. Private third-party
insurance is a growing industry, but is still quite small and limited to urban areas
and coverage of those employed in the formal sector. We did not find it to be a
very important influence on private health care provision at this time. Self-
insurance by private companies is also common, including both ownership of
dedicated facilities (hospitals, clinics) as well as direct payment for employees
expenses. This contributes to the development of for-profit health care, mainly in
urban areas.

The NHIF is a mandatory contributory scheme for government and formal sector
employees. It finances inpatient treatment costs in both public and private
facilities and has become an important source of financing for the non-govern-
ment hospital sector, including both the for-profit and non-profit. At present, the
NHIF suffers from a variety of problems, which impair its role as a successful
risk-sharing scheme and make it difficult to assess its overall impact on the
private sector. Among these problems are: payment mechanisms which create
incentives for expansion of private bed capacity but not for quality improvement
or cost control; high transactions costs in claims processing, limited ability to
control fraud and abuse; and differences in benefit use for high and low income
contributors. While it was beyond the scope of this study to assess the NHIF in
detail, such work has been done under the KHCFP. As an important source of
financing for non-government hospitals, the NHIF must be considered in any
policy strategies addressing that sector.

Regulation

Kenyan laws concerning the private health sector appear to regulate the quality
of inputs. They establish minimum standards of entry into the sector and the
framework of exchange in the private health sector market. There are signifi-
cant gaps in the laws affecting non-government health care providers, particular-
ly those addressing the development of private practice by non-physicians. The
laws are reported to be poorly enforced, and thus often do not have the desired

28/ See for example MOH/KHCFP (1992) Five Year Plan for Financing Health Care in Kenya.
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effect.

Constraints Faced by Private Health Facilities and Providers

The provider survey showed that private health facilities in Kenya face a number
of constraints that differ by facility type. They include high taxes, high transport
costs, lack of access to credit, very low rural incomes, poor rural infrastructure
and lack of information from the Ministry of Health concerning public health
activities and pharmaceuticals. A few cited harassment from Ministry employ-
ees as another constraint. Mission health facilities identified lack of places in
local training institutions and their relative unattractiveness to Kenyan doctors
and other health professionals because of the lack of pension schemes.

Recommendations

Policies towards the non-governmental sector must recognize the heterogeneity
of the sector and the diverse interests of the providers. In addition to general
policies that focus on the health system as a whole, policies to enhance support
for national health goals must be tailored to the specific needs of each type of
provider in response to the identified constraints facing the provider-type. In
designing policies for the private provision sector, the costs and benefits of
increased private sector involvement in the provision of health care in Kenya
should be clearly factored in. Some of the advantages and disadvantages of
private provision of health services have been highlighted in the accompanying
boxes.

The recommendations in this report are informed by the mass of evidence col-
lected from various sources including the literature review, the provider survey,
interviews with officials of the Ministry of Health, CHAK, KCS, KMA, PSK,
RCAK and other health professionals. Some of the recommendations may sound
familiar to those who have looked at the private health sector in Kenya in recent
times28. In that sense they reveal the persistence of some of the problems
facing private health care providers in Kenya.

System/General Policies

Health is an integral part of the economy. It is therefore affected by global
economic and social policies. In addition to those policies that affect the whole
economy, there are also a group of policies that affect the health sector as a
whole but which may have different impacts on each provider or facility-type.
The global policies that affect the health sector are as follows:
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Economic Reforms

The ongoing reforms of the Kenyan economy have been enunciated in Sessional
Paper No. 1 of 1994 (Recovery and Sustainable Development to the Year 2010).
The GOK is committed to having an open and receptive attitude to the private
sector including private health providers, continuing to deregulate financial and
credit markets with a view to lowering interest rates and continuing to encour-
age competition in the health sector through cost sharing in public health facili-
ties. Thus, the challenge facing the MOH within these general reform strategies
is twofold: to strengthen the appropriate contribution of the non-government
health sector to national health goals; and to reduce the burden on the govern-
ment of inappropriate resource use.

Institutional Linkages

The MOH should improve institutional linkages between it and the organized
non-governmental provision sector such as CHAK, KCS and CMA. The recently
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established Office for NGO Health Providers should be strengthened and vested
with real powers and responsibility including the potential to develop real pro-
grams to support health NGOs. An effective mechanism should be established
for eliciting private sector input to health policy formulation.

Geographic Distribution

The geographic composition of non-government provision (rural-urban, different
regions of the country) shows that some providers are concentrated in certain
areas, while others are quite widespread. The MOH should look for appropriate
incentives to enhance coverage with services inrelatively under-served areas of
the country. These could involve non-government providers, especially the non-
profits in rural areas. Policies could include subsidies to reduce start-up costs,
adaptations of licensing rules and regulations, and where appropriate, provision
of inputs such as seconded government personnel.

Quality Assurance

Government capacity to monitor and improve quality in the public and private
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sectors, and to take action to remedy problems, is extremely weak. Efforts
should include review and development of input standards, monitoring the out-
put of facilities, and continuing education/training opportunities for private
providers. These could be focussed initially on services of public health impor-
tance. Efforts should also be made to use educational and promotional activities
to influence the behavior of private providers.

Regulatory Environment

The government’s current regulation of non-government providers seems to be
both a burden to providers and provide little effective regulation or information
for the state. Its objectives and processes should be reviewed. For example,
this could include a one-stop approach to licensing and renewal of licenses. It
could also involve increasing the availability of information to the public regard-
ing, for example, providers’ qualifications, restrictions on their clinical practice,
and location of admitting privileges. Regular certification of health facilities
could also be reinforced. Existing laws should be reviewed and new laws enact-
ed concerning private practice by nurse-practitioners and pharmaceutical tech-
nologists. The organization of the Medical Practitioners and Dentists Board is
being reviewed. Consideration is being given to separating dentists and medical
practitioners and -making the Board an autonomous statutory body charged with
responsibility for overseeing and regulating medical education and practice in the
country. Enhancement of the MOH'’s regulatory role must be accompanied by a
careful analysis of the resources and capabilities required for it to successfully
and effectively carry out these activities.

Other Reforms

The MOH should consider:

. Developing a comprehensive database of private providers, which could
be used to monitor changes, identify targets for policy strategies, and
develop operations research on quality and efficiency;

. Strengthening the newly-established division of health systems research,
including the development of a research agenda and provision of ade-
quate resources to undertake operations research. Further research into
some of the private sector issues identified in this report would be a
useful contribution to the development of policy in this area;

. Reinforcing the role/potential for current cost-sharing policies in public
facilities to improve public service quality and hence increase price com-
petition with non-government providers.
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Provider Specific Recommendations

Mission facilities

The MOH could accelerate and simplify procedures for seconding health staff to
mission facilities in the context of newly decentralized authority and consider
greater use of incentives to encourage staffing of remote facilities.

The MOH should encourage the dedication of a number of places in training
institutions, for example in the Medical Training College (MTC) for mission health
facilities. This will encourage young, capable Kenyans to consider working in
mission health facilities as a viable employment option.

The GOK and donors could assist mission facilities to improve their medical
records, book-keeping and other records. Some hospitals do not have qualified
book-keepers and many do not have relevant expertise in administration and
management.

Donors and the GOK may assist more mission hospitals to replicate PCEA C
hogoria’s insurance experience.

The GOK should review the size of grants and process of grant-making to the
mission health facilities. These providers are an important source of services in
some rural areas. Could their contribution in reaching underserved and priority
areas be enhanced? Could their contribution to specific public health programs
also be enhanced?

For-profit providers (all)

There are discrepancies in the minimum level of amenities a clinic must possess.
Clinics run by physicians are required to have a higher level of facilities than
those run by nurses and clinical officers. These requirements were cited as
onerous by some physicians. What are the justifications for such regulatory
requirements? Can they be enforced? Is there any evidence of benefit? Should
they be revised?

The cost of malpractice insurance for sole providers is currently high. The GOK
may wish to consider reforming insurance for practitioners in private practice;

The GOK should formalize private practice by nurses and pharmaceutical tech-

nologists to that it can be better monitored and regulated; it should also amend
the Medical Practitioners and Dentists Act to remove special privileges for clini-
cal officers;
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For-profit providers (small)

Particular attention should be paid to the needs of the small for-profit sector,
particularly facilities run by nurses and clinical officers. Operations research
should be conducted in order to better understand the role being played by these
providers, including the quantity and type of services being provided, the quality
of these services, and the continuing education requirements of this type of
provider.

NHIF

The ongoing efforts to reform the NHIF have potentially important implications
for the non-government hospital sector. Appropriate reforms could both increase
benefits to members and enhance quality and control costs in the hospital sec-
tor. We strongly support this reform process.

Pharmacies

Pharmacies are increasingly becoming a primary source of care in Kenya. The
MOH should recognize this and assure that pharmacies providing such care
employ either a pharmacist with clinical training or a medically qualified individu-
al (doctor, nurse, or clinical officer).

A better system is required for providing pharmacies with current information on
drugs.

Traditional health practitioners

Pilot programs should be developed to expose medical school undergraduates to
traditional healing practices. For example the University of Sokoto Medical
School, Nigeria, has incorporated instruction in traditional healing practices in its
curriculum. This not only exposes the young medical student to this ancient
practice but also enhances their ability to recognize patients who have been to
traditional health practitioners prior to coming to the hospital and thus improves
the effectiveness of their treatment.

Community health workers and pharmacies

The MOH and the donor community should continue to encourage them by
providing seed capital or subsidized drugs.
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Service-Specific Recommendations

The following recommendations are structured around the set of health services
that are of particular public health interest. A useful approach would be to
develop specific models of collaboration based on the types of services to be
provided (disease treatment, referral, preventive care, health promotion and
information), the target population (rural, town, urban, specific age-sex groups),
etc. The KMA-Pathfinder family planning project, and the USAID-funded Family
Planning Private Sector project activities provide useful examples of such models
which integrate private health care providers into the delivery of these public
health services. Different health problems and population groups targetted will,
however, require different models.

Maternal and perinatal care

The role of TBAs as care-givers during pregnancy and delivery is fairly well
demonstrated. Efforts at evaluating, identifying training needs, and providing
training for this group of providers should continue.

Family planning

The MOH and the donor community should maintain and expand existing efforts
at integrating private providers. Integration of privately-practicing nurses and
clinical officers into family planning programs should continue.

The MOH and donors should consider undertaking studies to evaluate the cost-
effectiveness of this model of service provision, and the feasibility of extending
it to other services of public health interest.

Immunization

Relatively few private providers are providing immunization services as part of
their regular activities, and their contribution to overall immunization activity
appears to be relatively small. The cost-effectiveness of integrating the small
for-profit private provider sector into immunization activities (along the lines of
the KMA family planning project, with the provision of free/subsidized vaccines)
should be explored. This might be especially promising for urban areas.

Tuberculosis treatment

The main concerns relating to private sector TB treatment relate to quality.
Efforts at educating and updating the knowledge of private providers regarding
correct treatment regimens and the problems caused by defaulting patients
should continue.
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The right incentives need to be identified which will encourage private sector
reporting and referral of TB cases.

Malaria

Ways to increase the role of the private sector in prevention activities, such as
provision of impregnated bednets, should be explored.

The role of commercial sources (pharmacies and shops) in treatment needs to be
recognized. Efforts at quality assurance (particularly in respect of appropriate
chemotherapy) need to be targeted at these providers. Public information about
the causes and dangers of drug-resistant forms of malaria is another strategy to
increase appropriate treatment.

Diarrhoeal disease

ORS remains predominantly supplied by the public sector. This may be due to
both ignorance and inadequate profit margins. Ways to make the promotion of
ORS more attractive to commercial sources should be identified. Private provid-
ers {including commercial sources) should be included in training activities,
focusing on those providers with the least access to continuing education.

On the demand side, experience in many countries show that demand creation
through social marketing of ORS is a viable way to increase ORS use and to

decrease the demand for antibiotics and anti-diarrheals. These opportunities
should be further explored in Kenya. '

Other childhood illness

The DHS revealed that commercial sources are the most important private sector
sources of care for childhood illness in both urban and rural areas. The role of
these providers needs to be recognized and efforts at provider education should
include these “providers”.

HIV/AIDS

Social marketing of condoms should be continued and intensified.

The Ministry should continue to strengthen links with NGOs through the AIDS
NGO Consortium, including making available training opportunities which are
provided through external agencies.
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Appendix 1: Private Provider Survey

Based on the key gaps identified during the course of the literature review, a
survey was undertaken of private health care providers. The objective was to
learn more about the services provided by the private sector in Kenya, including
public health activities. Questions were asked about activities, staffing patterns,
attendance, expenditures and other features of private practices. Constraints
faced by private providers were also examined through survey questions.

Field work for the survey was conducted by a team assembled by AMREF.
Because of time and resource constraints, the study was limited to four sites.
These sites (Embu, Kisumu, Mombasa, and Nairobi) were chosen on the basis of
the concentration of private health care providers and because they would
provide a relatively good balance of provider types.

Separate survey instruments were developed to capture information about four
different broad types of health care provider: modern health care providers,
pharmacies/chemists, traditional healers and community pharmacies. The ques-
tionnaires were pre-tested in Nairobi province and adapted based on experiences
of this pre-test. Where possible, questionnaires were interviewer-administered.
Occasionally where time constraints did not permit this format, questionnaires
were left with facility proprietors/managers to fill out.

Survey teams were provided with a print-out of all private health care facilities in
the district. These lists were updated with the assistance of the District Medical
Officer of Health and the District Public Health Nurse. Purposive sampling,
based on a target for each type of facility, was then undertaken based on this
updated list. Rather than representing a truly random sample, the survey can
be thought of as an attempt to capture as much variation among provider types
in order to enrich our understanding of the sector. In the case of community
pharmacies, the objective was to identify and survey a total of 5 pharmacies in
Kisumu and Mombasa districts, where the largest concentration of these facili-
ties is located. A further community pharmacy was identified by the survey
team in Embu and a questionnaire administered.

Table A1.1 shows the number of each type of facility visited, categorized by
study site.

Data were entered using DBase lll and analyzed using SPSS-PC. Tables based
on preliminary analysis of this data set follow. Further analysis will be undertak-
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en and reported separately.

study design.

Table A1.1

Breakdown of Sample by District

Interested readers may contact the Data for Deci-
sion Making Project for further information about the survey instruments and

District Modern Providers Pharmacies/ Traditional Healers
Chemists

Embu 31 5 8

Kisumu 25 13 1

Mombasa 30 14 10

Nairobi 21 20 6

Note: All numbers are counts (i.e. n} except where otherwise specified.
Table A.1.2
Classification by Ownership and Facility Type
Hospital | Health | Dispen-| Health 1//4 N/ | Medical Other Total %
Centres saries Clinic Home Home | Centre

KCS 3 - 10 - 1 - - - 14 13.2
CHAK 2 - 5 2 - - 1 - 10 9.4
Sole 5 - 1 23 8 2 2 2 43 40.6
Partnershi 1 - 1 8 3 2 - - 15 14.2
Company 2 1 - - 2 1 1 - 7 6.6
Parastatal - - 1 1 - - - - 2 1.9
Other 4 1 1 7 1 - - - 15 14.2

Source: DDM/AMREF Provider Survey, 1994
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Table A.1.3
Facilities by Method of Compensation to Doctors on Payroll
Salary | Basic Salary + % Based on Other

% Based on No. Number of

of Patients Seen Patients Seen
Hospitals 12 3 3 3
Health Centres - - -
Dispensaries 6] - - -
Health Clinics 14 - 7 3
Maternity 13 1 ) 1
Homes
Nursing Homes 3 2 1 -
Medical
Centres 2 ) 1 )
Other 1 - 1 -

Table A.1.4

Facility Type by Mode of Payment Including Exemptions

Cash In - Kind NHIF Other Employer Exempted
Insurance | Pays Directly | from Paying
OoP IP| OP IP| OP IP| OP IP OP IP| OP IP
Hospitals 17 16 1 2 - 16 9 12 15 14 8 9
Health
Centres 2 ! ) ) ) i 1 B 1 ) 2 1
Dispensaries 19 1 2 - - 1 3 - 8 1 14 1
Health 39 -l a . - 17| 2| e 2| 23| 1
Clinics
Maternity 15| 1a| | | | 13| s| e| 9o 9o e 7
Homes
Nursing 2 2 - 1 1 al 3| 3 3 3 1 1
Homes
Medical
Centres 4 2 ) ) ) ) ) ) ! ! 1 1
Other 2 - - - - - 2 - 2 - - -

OP: Outpatient
IP: inpatient
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Table A.1.5
Facility Type by Information Received

Treatment | National Drug | Public Health Approved/| No Information Other
Guidelines Formulary Materials | Banned Drugs at All
Hospitals 7 4 10 9 2 14
Health } 1 } ) ) )
Centres
Dispensaries 4 3 7 5 5 15
Health Clinics 14 11 16 14 11 29
Maternity 7 8 9 8 3 12
Homes
Nursing 1 1 1 1 - 4
Homes
Medical
Centres ) ) ! i 3 3
Other - - - 1 1 2

Source: DDM/AMREF Provider Survey, 1994

Table A.1.6

Whether Facility Needs Incentives

Need Incentives from GOK Do Not Need Incentives
Hospitals 12 5
Health Centres 1 1
Dispensaries 11 5
Health Clinics 28 11
Maternity Homes 11 4
Nursing Homes 3 1
Medical Centres 2 2
Other 1 1

Source: DDM/AMREF Provider Survey, 1994
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Table A.1.7

Sources of Credit by Type of Facility

Commercial | Development| Concessionary Trade | Credit from Other
Banks Loans| Bank Loans Loans from | Credit from | Family and
Parent Group| Suppliers Friends

Hospitals 4 - 1 11 1
Health R . . 2 .
Centres
Dispensaries - - 1 7 2
Health Clinics 5 1 2 15
Maternity
Homes 4 ) ) 8 2
Nursing
Homes ) ) ) 2 1
Medical
Centres L . ) 3 )
Other - - - 2 2

Source: DDM/AMREF Provider Survey, 1994

Table A.1.8

Ownership by Sources of Credit

Commercial | Development| Concessionary Trade Credit Credit from Other
Banks Loans Bank Loans Loans from | from Suppliers Family and
Parent Group Friends

Mission
(Catholics) - - 5 2
Mission 1 1 2 -
{Prot)
Sole 8 - - 22 6
Proprietor
Partnership 1 - - 2
Company 3 - - 4 -
Parastatal - - - - -
Other 1 - 1 9 -

Source: DDM/AMREF Provider Survey 1994
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Table A.1.9

Method of Payment for Outpatient Services

Cash (n) | In-kind (n) Private Employer| Exemption (n)
Insurance (n) Pays (n)

Mission - Catholic 14 2 4 7 10
Mission -
Protestant 10 ! ! 4 4
Sole Proprietor 42 4 13 23 24
Partnership 14 0 4 10 7
Company 5 0 5
Parastatal 0 0 (o} (o]
Other 7 0 7 10

Source: DDM/AMREF Provider Survey, 1994

Table A.1.10

Method of Payment for Inpatient Services

Cash (n) | In-kind (n)| NHIF (n) Private | Employer| Exemption (n)
Insurance (n) Pays (n)

Mission - Catholic 4 1 5 2 3 3
Mission - 3 0 2 1
Protestant
Sole proprietor 15 1 12 7 13 10
Partnership 4 1 4 1
Company 5 NR 4 4
Other 5 0 5

Source: DDM/AMREF Provider Survey, 1994
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Table A.1.11

Type of Information Required from Ministry of Health

Treatment | National Drug| Public Health | Approved/ Banned None (n)
Guidelines (n) | Formulary (n)| Materials (n) Drugs (n)
Mission- Catholic 3 6 6 2
Mission - Protestant 4 2 3 2
. Sole Proprietorship 13 11 17 15 13
Partnership 6 8 7 7 1
Company 1 1 2 2 1
Parastatal 1 1 2 1 (0]
Other 5 4 6 5

Source:DDM/AMREF Provider Survey 1994

Table A.1.12

Whether Provider Requires Incentives to Provide Public Health Services

Yes (n) No (n) % Yes
Mission-Catholic 10 4 71.40
Mission-Protestant 8 1 88.90
Sole Proprietorship 37 5 88.10
Partnership 11 4 73.30
Company 3 50.00
Parastatals 0 100.00
Other 8 7 53.30

Source: DDM/AMREF Provider Survey, 1994
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Table A.1.13
Whether Provider Requires Incentives to Provide Curative Health
Services
Yes (n) No (n) % Yes
Mission-Catholic 5 7 41.70
Mission-Protestant 7 1 87.50
Sole Proprietorship 30 13 69.80
Partnership 13 2 86.70
Company 1 80.00
Parastatals 2 0 100.00
Other 7 6 53.40
Source: DDM/AMREF Provider Survey, 1994
Table A.1.14
NHIF Receipts and Benefits Paid Out, KSh. millions, 1982/3 - 1992/3
District Public | Private | Private Medical | Traditional Self-| No Care Total
Hospital | Hospital Practitioner Healer | Medication Private
Siaya '
(n=1174) 46.90 14.60 3.60 5.40 19.60 10.00 43.20
Kisumu
(n=1616) 56.40 8.80 4.00 3.10 15.80 11.80 31.70
Nandi
(n unknown) 57.50 7.20 3.20 3.20 13.30 11.10 26.90

Source: AMREF, unpublished data
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Graph A.1.1
Year of Establishment
Sampled Private Facilities

1981-85 11 197180 1
1961-70 &
1900-60 10
1986-90 29
1991-94 34

Source: Survey Data
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Table A.2.1

Appendix 2: Data from NHIF Table

NHIF Receipts and Benefits Paid Out, KSh. millions, 1982/3 - 1992/3

Year Receipts Benefits Receipts Less

Benefits
1982/3 5.64 4.61 1.03
1983/4 6.46 5.46 1.00
1984/5 5.36 5.95 -0.59
1985/6 7.14 5.24 1.90
1986/7 7.62 6.16 1.46
1987/8 9.47 8.86 0.61
1988/9 9.52 8.80 0.72
1989/90 9.72 7.94 1.78
1990/1 36.8 15.60 21.20
1991/2 39.61 30.60 9.01
1992/3 42.97 39.38 4.59

Source: Economic Survey, several years.
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Appendix 3: Partial List of Persons Met

USAID

Kate Colson
Richard Sturgis (REDSO)
Ray Kirkland (REDSO)

KHCFP

Dr. Dan Kraushaar
Dr. Jono Quick

Ministry of Health (Afya House)

Mr. Mbiti, former Permanent Secretary

Dr. J. Mwanzia (DMS)

lan Sliney - Senior Health Planner

Mr. I. Hussein - HCFS

Dr. Sigei - Health Information Systems

Mr. Kahutu - Planning

Dr. Gesami - NGO Coordination

Mr. Ole Kiu - Chief Clinical Officer

Mr. Mgare - Clinical Officers Council

Dr. Kibuga - National Leprosy and Tuberculosis Programme
Dr. M. Kayo - National AIDS Control Programme

Dr. Mboya Okeyo - National AIDS Control Programme
Dr. Joseph Makhulo - CDD Programme

Dr. Chiebet - KEPI

Mr. Kimani - HIS

Other Government of Kenya Officials

Dr. Gitu - Director of Planning
Mr. Ondieki - Planning
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Mr. Alfred Muthai - Central Bureau of Statistics
Mr. D.G. Muigai, Deputy Commissioner of Income Taxes (telephone)
Mr. Kabiru, Technical Department, VAT (MOF) (telephone)

Providers

Prof. B. Lore - Chairman, Kenya Medical Association

Mr. Odongo, Programme Manger, KMA Family Planning Project
Mrs. Hellen Mbaabu, Deputy Programme Manager, KMA Family Planning Project
Mrs. Nderitu, Kenya Catholic Secretariat

Sister Elizabeth, Kenya Catholic Secretariat

Mr. Ben Mwangi, ALICO

Mr. Allan Ragi, Kenya NGO AIDS Consortium

Ron Schwartz - Development Solutions for Africa

Dr. Vijay Singh, Nakuru

Dr. Karimurio, Chief Consultant Opthalmologist, PGH Nyeri

Dr. Elizabeth Bevan - Tumutumu

Medical Director, Catholic Consolata Hospital, Nyeri

Dr. D’Cunha, Director, Nakuru War Memorial Hospital

Dr. Ombogo, Glaxo Pharmaceuticals

Dr. Njogu, Retail Chemists Association of Kenya, Nairobi

Dr. Mwenge, Pharmaceutical Society of Kenya

Dr. Mirza, Univerity of Nairobi

Mr. Odeny, NHIF

World Bank Mission, Kenya

Ansu Yaw, Economist

Kisumu

Dr. M.O. Amole - Provincial Medical Officer, Nyanza Province

Dr. June Odoyo, Medical Officer of Health, Kisumu District

Mrs. Grace Olang, Kisumu District Public Health Nurse

Mrs. Esther Induswe, Nursing Officer, Kisumu District Hospital

Mrs. Dolley Kotonya, Matron, Kisumu District Hospital

Mr. Nyangallah Kalo, Provincial Drug Inspector

Mr. Vincent Omuse, Assistant Trade Development Officer, Ministry of Com-
merce

Mr. Edward Kimugu, Assistant Trade Development Officer, Ministry of Com-
merce
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Private Providers

Mr. Peter Sangayi, Medical Diagnostic Laboratory

Mr. Peter Situbi, Lake Laboratory

Dr. Kouko, Nairobi X-Ray Centre

Mr. Julius Odera, Steve Medicare Laboratory

Mr. Kennedy Orina, Steve Medicare Laboratory

Mr. Richard Cheruiyot, Kisumu Medical Laboratory

Mrs. Jessica Kola, Team Leader, Aga Khan PHC Project

Mr. Paul Okulu, Diocesan Development Programme, Maseno South Diocese
(CPK)

Sister Anna Pilling, Archdiocese of Kisumu

Mr. James Onunga, Nurse (private clinic)

Mr. Orenje, Clinical Officer (private clinic)

Mr. Gordon Nyajom, Training Officer, Care Kenya

Mrs. Perez Odera, Project Manager, Community Initiatives Support Service

Many people helped us in this research. This list is not exhaustive. We apolo-
gize to those whose names have been omitted.





John M
Rectangle










