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Some of the most complex policy issues facing developing countries relate to health care financing,
including: how much is invested in the overall health sector and is this adequate to meet equity and
efficiency goals? If not, are there possible additional sources of financing that could be mobilised? What
health services should be prioritised for a basic package and what is the appropriate mix of mechanisms
to finance this package? National Health Accounts (NHA) is a useful tool for understanding many of
these key policy issues that relate to health care financing.

NHA tracks all expenditure flows across a health system, and describes the sources, flow, and uses of
financial resources within the health system, a basic requirement for optimal resource mobilisation and
allocation. NHA is therefore an essential component of successful implementation of health reforms
aimed at improving the provision of an optimal package of health care. The Government of Kenya has
used the NHA framework to produce estimations for financial years 1994/95, 2001/02, and now for
2005/06. Taken together, such data provide valuable trend information to monitor whether funds are
being spent as intended and if progress is being made towards national goals, particularly related to
equity and efficiency.

Sources of health care funding in Kenya include: the Government of Kenya, donors, private firms, and
households. Resources mobilised from these sources are channeled through intermediaries (called
financing agents) to the providers of health care services and ultimately to the goods and services
produced or paid for with those funds. For the 2005/06 estimation, a wide range of data and information
were collected from various government documents. In addition, several surveys targeted to donors,
nongovernmental organisations, insurance and other private companies, and households were
conducted to complete the NHA process.

The data provided by this report are intended for all stakeholders involved in Kenya’s health care
system — public, private, and donors. It is hoped that the NHA estimates presented in this report will
directly inform policy and go a long way to inform the development of the health care financing strategy
for Kenya that shall feed into Vision 2030, Kenya’s development blueprint, and other related policies.
The NHA estimates should also encourage further research into Kenya’s health care financing, leading to
a better understanding of the problems facing the health sector while identifying areas in need of reform.

This NHA exercise was a collaborative effort between the Ministry of Health and Kenya National

Bureau of Statistics. Financial support was provided by the United States Agency for International
Development (USAID). USAID’s Health Systems 20/20 project provided technical support.

Hon (Prof.) Anyang’ Nyong’o EGH, MP
Minister for Medical Services
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The production of the NHA report for FY 2005/06, together with the subaccounts for HIV/AIDS and
reproductive health, is a result of efforts from many people and institutions. The estimates to inform the
NHA report are based on data collected by the Ministry of Health’s Department of Policy and Planning,
Kenya National Bureau of Statistics (KNBS), Kenya Private Sector Alliance (KEPSA), Health NGOs
Network (HENNET), with contributions from the Ministry of Local Government and Inspectorate of
State Cooperation.

The Ministry of Health would like to acknowledge the financial support provided by the United States
Agency for International Development (USAID). USAID’s Health System 20/20 project provided
technical assistance through the efforts of Susna De, Lisa Fleisher, Ellie Brown, Darwin Young, Steve
Musau, and Ken Carlson. The constant support provided by Melahi Pons and Bedan Gichanga, both of
USAID/Kenya, is greatly appreciated.

The Ministry of Health wishes to thank the KNBS Director General, Mr A.K.M. Kilele, for his valuable
support to the study process and his two statisticians, Paul Waweru and Samuel Kipruto, for assisting in
the household survey design, sampling, and analysis as well as the district statistical officers and
enumerators who assisted in data collection for the household component.

The Ministry of Health also appreciates the support, cooperation, and information supplied by the
government departments and private organisations, nongovernmental organisations, insurance
companies, development partners, and private firms, without which the NHA study would not have
been complete. Special thanks go to all the departments/ sections of the Ministry of Health that
participated and provided data for the NHA estimations. Special acknowledgements are extended to the
Health Management Information System staff for their magnificent work in data entry.

Mr Stephen Muchiri, former head of the Department of Policy and Planning, oversaw the whole process
while Mr Thomas Maina coordinated the data collection and analyses, and the compilation of the NHA

report. Other central NHA team members include: Mr Dhimn Nzoya, and Mr Geoffrey Kimani. All are

thanked for their contributions. The head of the Department of Policy and Planning, Mr Elkana Ong'uti,

supported this effort as well.

Finally, estimates of NHAs are a process that must constantly be improved. Users of the data and the

analyses in this report are, therefore, invited to freely comment on its contents, presentation, and
format, as this will reveal areas where improvements could be made.
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National Health Accounts (NHA) is an internationally recognised method used to track expenditures in
a health system for a specified period of time. Specifically, NHA details the flow of funding from financial
sources (e.g., donors, Ministry of Finance), to financing agents (i.e., those who manage the funds, such as
the Ministry of Health [MoH] or nongovernmental organisations [NGOs]), to providers (e.g., public and
private facilities) and finally to end uses (e.g., inpatient and outpatient care, pharmaceuticals). Actual
expenditures, rather than budget inputs, are used to fill a series of tables that show the flow of funding
through the health sector. NHA also provides detailed breakdowns of disease-specific expenditures such
as those for HIV/AIDS and reproductive health (RH). NHA is designed to be used as a policy tool to
facilitate the implementation of health system goals.

This report describes findings from the third round of NHA in Kenya. The first two estimations covered
financial years (FYs) 1994/95 and 2001/02, respectively. This third round, undertaken in 2007 and
covering 2005/06 was implemented by the MoH and Kenya National Bureau of Statistics (KNBS) with
financial support from the United States Agency for International Development (USAID). USAID’s
Health Systems 20/20 Project, led by Abt Associates Inc., provided technical support. The findings will
be used as a platform for informing policy decisions concerning resource allocation and will also be used
by stakeholders in the sector.

The Kenya NHA estimation was conducted in accordance with the methodology described in the Guide
to Producing National Health Accounts; with special application for low-income and middle-income countries
(World Health Organisation, World Bank, and USAID 2003) and was informed by both primary and
secondary data. A wide range of data and information were compiled from government reports such as
the Appropriation Accounts, 2005/06 National AIDS Control Council Annual Report and Accounts,
KNBS data, the Public Expenditure Review 2007, and others as referenced throughout this report. In
addition, surveys were conducted to further triangulate secondary and primary data sources. Data
collected included information from the household health expenditure and utilisation survey and
institutional surveys for employers, government agencies, donors, NGOs, and insurance companies.

The availability of estimations for overall health spending and HIV/AIDS health expenditures for 2001/02
provides a valuable opportunity to compare financing patterns from 2001/02 with the current round of
2005/06. The time periods are significant in that the 2001/02 estimate illustrates spending patterns prior
to the roll out of a number of “pro-poor” government policies and the influx of donor funds for priority
areas, such as HIV/AIDS, malaria, and tuberculosis. Conversely, the 2005/06 estimates represent the
financial situation following the roll-out of these initiatives. Thus, by comparing expenditures between
the two years, one can gain some understanding of the financial effect of policies and investments made
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between the two time points. Note, all references to Kshs or dollar amounts for the year 2001/02 have
been adjusted for inflation to facilitate comparison with 2005/06 estimates.

Table ES.| offers summary statistics from the 2001/02 and 2005/06 NHA estimates.

TABLE ES.1: GENERAL NHA SUMMARY STATISTICS, 2001/02 AND 2005/06

Indicators 2001/02 2005/06

Total population 31,190,843 35,638,694
Exchange rate 78.6 73.4
Total real GDP Ksh 1,118,781,868,506 1,519,400,000,000
Total real GDP US$ $ 14,233,866,012  $ 20,693,224,379
Total Govt expenditure Ksh 211,517,580,466 401,518,324,607
Total Govt expenditure US$ $ 2,691,063,365 | $ 5,468,414,363
Total Health Expenditure (THE) Ksh 57,097,636,970 70,807,957,722
Total Health Expenditure (THE) US$ $ 726,433,040 $ 964,357,613
THE per capita 1,831 1,987
THE per capita (US$) 23 27
THE as a % of nominal GDP 5.1% 4.8%
Govt health expenditure as a % of Govt total expenditure 8.0% 5.2%
Financing sources as a % of THE

Public 29.6% 29.3%
Private 54.0% 39.3%
Donor 16.4% 31.0%
Other 0.1% 0.4%
Household (HH) spending

Total HH spending as % of THE 51.1% 35.9%
OOP spending as % of THE 44.8% 29.1%
HH spending per capita 770 713
OOP spending per capita 819 578
Financing agent distribution as a % of THE

Public 42.8% 42.7%
Private 49.8% 36.5%
Donor 7.4% 20.8%
Provider distribution as a % of THE

Public facilities 49.4% 44.3%
Private facilities 35.7% 29.2%
Other 14.9% 26.5%
Function distribution as a % of THE

Inpatient care 32.1% 29.8%
Outpatient care 45.2% 39.6%
Pharmaceuticals 7.4% 2.6%
Prevention and public health programs 9.1% 11.8%
Health administration 5.0% 14.5%
Other 1.3% 1.7%

In 2005/06, Kenya spent approximately Kshs 71 billion (US$ 964.4 million) compared with Kshs 57
billion (US$ 726.4 million) in 2001/02, an increase of 24 percent. Per capita total health expenditure
(THE) increased from Kshs 1,831 (US$ 23) in 2001/02 to Kshs 1,987 (US$ 27) in 2005/06.

In 2005/06, households accounted for 36 percent of THE, a decrease of |13 percent from 2001/02. In
absolute values, the household expenditure decreased from Kshs 29 billion in 2001/02 to Kshs 24 billion
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in 2005/06. Households remained the largest contributors of health funds, followed by the government
and donors. However, the gap between the relative contributions of the three major financiers
narrowed with increased investments largely from donors coupled with a decline in household health
spending.

Donor contributions to THE have increased by 135 percent since 2001/02. The donor share of THE
increased from 16 percent in 2001/02 to 3| percent in 2005/06. Government spending in absolute
values increased from Kshs 17 billion in 2001/02 to Kshs 21 billion in 2005/06, or 23 percent. However,
in 2005/06, government spending on health as a percentage of total government expenditure was 5
percent, down from 8 percent in 2001/02.

In 2005/08, the public sector managed 43 percent of the resources mobilised by financing sources, with
the MoH accounting for 35 percent. The private sector managed 37 percent; this sector includes
households’ management of health funds through their out-of-pocket (OOP) spending on health, which
accounted for 29 percent of THE. Donors and NGOs managed the balance of THE, 21 percent.

Private for-profit hospitals consumed the largest proportion of OOP funds, 38 percent; in 2001/02, they
consumed only |5 percent. This share was followed by government hospitals’ consumption of 30
percent of OOP funds, a decrease from 50 percent in 2001/02.

Although in relative terms, spending on outpatient care declined between 2001/02 and 2005/06, it still
consumed the largest proportion of THE, 40 percent, followed by inpatient care at 30 percent.
Prevention and public health programmes and health administration recorded substantial increases of 66
percent and 22 percent, respectively.

Table ES.2 offers summary statistics for the 2001/02 and 2005/06 HIV/AIDS subaccount estimations.

Total HIV/AIDS health expenditures (THEHv) increased from approximately Kshs 10 billion (US$ 126
million) in 2001/02 to approximately Kshs 19 billion (US$ 256 million) in 2005/06. In 2005/06, THEHv
accounted for 27 percent of THE or 1.2 percent of the gross domestic product (GDP). Also in 2005/06,
donors accounted for the vast share (70 percent) of THEwy, followed by households (22 percent) and
government (7 percent). The government contribution to THEnv declined by about 30 percent, from
Kshs 2.1 billion (US$ 26.9 million) in 2001/02 to Kshs 1.4 billion (US$ 18.7 million) in 2005/06 and may
signal that donor funding is displacing government funding for HIV/AIDS.

The level of OOP spending on HIV/AIDS remained the same (about 22 percent) between the two

estimates, although total HIV household expenditures as a percentage of THE increased from 5 percent
in 2001/02 to 6 percent in 2005/06.

Donors and NGOs managed 56 percent of THEnv in 2005/06, an increase from |5 percent in 2001/02.
This is in contrast to public financing agents, who managed the majority (60 percent) of HIV/AIDS funds
in 2001/02, but less than one quarter in 2005/06.

OOP spending at public facilities accounted for over half of THEHv in 2001/02. In 2005/06, OOP

spending at public facilities dropped to |18 percent of THEHy. Household OOP spending on
pharmaceuticals decreased, from 16 percent of OOP expenditures in 2001/02 to 2 percent in 2005/06.

Xvil



The share of THEHv going to providers of public health programmes decreased from 43 percent in
2001/02 to 29 percent in 2005/06. Nevertheless, this still represented the largest share of THEnyv. In
2005/06 curative care accounted for 56 percent of THEwy followed by prevention and public health
programmes at 27 percent.

TABLE ES.2: HIV/AIDS SUBACCOUNT SUMMARY STATISTICS, 2001/02 AND 2005/06

Indicators 2001/02 2005/06
Prevalence rate (adults) 6.7% 5.1%
Number of PLHIV 982,685 1,091,000
Total HIV/AIDS health expenditure (THEnv) Ksh 9,927,769,404 18,807,268,861
Total HIV/AIDS health expenditure (THEwv) US$ $ 126,307,499 $ 256,142,579
Total HIV/AIDS expenditure (THAE) Ksh 12,162,246,078 20,501,452,153
Total HIV/AIDS expenditure (THAE) US$ $ 154,735,955 $ 279,216,236
HIV/AIDS health spending per PLHIV Ksh 10,103 19,016
HIV/AIDS health spending per PLHIV US$ $ 129 | $ 259
HIV/AIDS spending as a % of general THE 17.4% 26.6%
HIV/AIDS spending as a % of GDP 0.9% 1.2%
THEwv as a % of total HIV/AIDS spending (health and non-

health) - 91.7%
THEwv % targeted for HIV/AIDS - 85.1%

Financing sources as a % of THEwv

Public 21.3% 7.3%
Private 27.8% 22.7%
Donor 50.8% 70.0%
Other 0.1% 0.03%

Household (HH) spending
Total HIV HH spending as % of general THE 4.6% 6.0%
OOP spending as % of THEHv 21.3% 22.0%

Financing agent distribution as a % of THEnv

Public 60.0% 22.0%
Private 24.8% 22.4%
Donor and NGO 15.2% 55.5%

Provider distribution as a% of THEwv

Public facilities 41.4% 35.0%
Private facilities 14.4% 21.4%
Other 44.2% 43.6%

Function distribution as a % of THE

Curative Care 44.2% 56.0%
Prevention and public health programs 47.1% 26.6%
Pharmaceuticals 4.9% 1.7%
Other 3.7% 15.7%

There was no RH subaccount done in 2001/02, so no comparisons could be made and hence this
section will provide only expenditure estimates for 2005/06. Table ES.3 offers summary statistics for the
2005/06 RH subaccount estimation.
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TABLE ES.3: REPRODUCTIVE HEALTH SUBACCOUNT SUMMARY STATISTICS, 2005/06

Indicators 2005/06

Total RH (THErH) health expenditure Ksh 8,968,692,131
Total RH (THErwH) health expenditure US$ $ 122,147,663
Total RH expenditure (TRE) Ksh 9,045,417,231
Total RH non-health expenditure (TRE) US$ $ 123,192,608
RH expenditure per woman of reproductive age Ksh 1,009
RH expenditure per woman of reproductive age US$ | $ 14
RH expenditure as a % of GDP 0.6%
RH expenditure as a % of general THE 12.7%
THERrH % targeted for RH 54.0%
THERH as a % of total RH spending (health and non-

health) 99.4%
Financing sources as a % of THErH

Public 34.2%
Private 41.0%
Donor 24.1%
Other 0.7%

Household (HH) spending

Total RH HH spending as % of THErw 38.4%
OOP spending as % of total RH HH spending 68.5%
OOP spending as % of THEru 26.3%
OOP spending per woman of reproductive age 266

Financing agent distribution as a % of THEr~

Public 54.0%
Private 44.3%
Donor 1.6%

Provider distribution as a% of THErH

Public providers 61.0%
Private providers 29.8%
Provision of public health programs 3.9%
Other 5.3%

Function distribution as a % of THErH

Inpatient care 62.1%
Outpatient care 25.4%
Pharmaceuticals 0.1%
Prevention and public health programs 3.4%
Health administration 5.8%
Other 3.3%

Total RH spending (THEg#) in 2005/06 was Kshs 9 billion (US$ 122 million). It accounted for |3 percent
of THE or 0.6 percent of the GDP. The private sector contributed 4| percent of THErH (households
provided 38 percent of THEr), followed by public sector at 34 percent.

Public sector entities managed 54 percent of THEgn, with the MoH managing 46 percent. The private
sector managed 44 percent.

Households spent approximately 57 percent of their OOP resources on RH at private providers. The

money was used to purchase outpatient and inpatient curative care in nearly equal proportions.
Maternal and antenatal health care consumed more than 67 percent of all spending on RH.
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As a share of all expenditures on RH, public providers were the most significant, consuming 61 percent,
while private providers accounted for 30 percent.

Although government spending on health increased by 23 percent between 2001/02 and 2005/06, the
health sector appears to have slipped somewhat in the government’s priorities. In 2001/02, total
government spending on health was 8 percent of GDP compared with 5 percent in 2005/06. In view of
the continuing health challenges facing the country, it is important that the government continues to
invest in health and that health be recognised as an important component of economic development.

Policies favoring the poor, such as the “10/20 Policy,” have produced a favorable and significant impact in
reducing both per capita OOP spending by households as well as the share of total health funding
contributed by households. Such efforts should continue with further investments to harness OOP
spending into more efficient uses such as health insurance. While the government is promoting social
health insurance, there should also be investigation into the role that micro health insurance initiatives
can play.

The private sector continues to be a major force in the provision of health services. In 2005/06, 49
percent of household OOP health spending was at private hospitals (faith-based and for-profit). There is
need for quality assurance in the private sector and the introduction of accreditation may be one way of
encouraging private hospitals to higher levels of health care.

Donors continue to be the major source of HIV/AIDS funding, accounting for 70 percent of all
HIV/AIDS health expenditures in 2005/06. This raises the question of how such levels of investment can
be sustained in order to ensure that there is no break in funding the roll-out of HIV/AIDS interventions.

The government financed 34 percent of THErH in 2005/06. In view of Kenya’s poor maternal and child

health indicators, there is scope for more public investment, in particular, considering that households
were funding 38 percent of THEgw.
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National Health Accounts (NHA) constitutes a systematic, comprehensive, and consistent method for
monitoring resource flows in a country’s health system. It is a tool for health sector management and
policy development that measures total public and private (including households) health expenditures. It
tracks all expenditure flows within a health system, and links the sources of funds to service providers
and to ultimate uses of the funds. Thus, NHA answers questions like: Who pays? How much? For what?

NHA is designed to facilitate the successful implementation of health system goals by policymakers who
are entrusted to provide an optimal package of goods and services to maintain and enhance the health of
individuals and populations, to be responsive to their legitimate expectations, and to protect them from
an unfair financial burden. For any given year, NHA traces all the resources that flow through the health
system over time. Due to its internationally standardised framework, it also facilitates comparison

across countries.

NHA therefore provides important pre-requisite data for optimizing health resource allocation and
mobilisation, identifying and tracking shifts in resource allocations (e.g., from curative to preventive, or
from public to private sector), comparing findings with other countries, and finally, assessing equity and
efficiency in a dynamic health sector environment. Given the flexibility of the NHA, it is also possible to
assess whether targeted efforts are having the desired impact.

The demand for a comprehensive description of the flow of resources in the health sector to guide
policy development was the motivation behind conducting the first round of NHA in Kenya in 1998, for
financial year (FY) 1994/95. ' The first round of NHA partly utilised household health expenditures data
that were obtained from the Welfare Monitoring Survey of 1994 (Central Bureau of Statistics [CBS] 1994).

Results from the 1998 NHA were received with mixed reactions by policymakers, who felt that the
results underestimated the government’s contribution to total health expenditure (THE) in Kenya.
Against this background, the Ministry of Health (MoH) 2 established a NHA team comprising the MoH
Department of Policy and Planning and the CBS to carry out a more comprehensive NHA study in 2003
(for 2001/02 expenditures). The study was funded by the United States Agency for International
Development (USAID)/Kenya mission, Swedish International Development Cooperation Agency (SIDA),
government of Kenya, and National Hospital Insurance Fund (NHIF). This second round was well

I'NB: Most years in this report, particularly years used in the NHA estimations, are financial years, and are written with a

slash: 1994/95 (FY 1995), 2001/02 (FY 2002), and 2005/06 (FY 2006).
2 The term “Ministry of Health” (MoH) is used throughout this report, although the ministry has been split into the

Ministry of Medical Services and Ministry of Public Health and Sanitation.
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received by all stakeholders and the findings were used to mobilise additional funds for the health
sector, especially from the Ministry of Finance.

This third round of NHA, undertaken in 2007, used 2005/06 expenditures and was funded by the
USAID/Kenya mission and government of Kenya. A number of stakeholders in the health sector,
especially those who constitute the Health Care Financing Task Force and those engaged in the Sector-
wide Approach (SWAp) process, were also involved. It is expected that the findings will be used to
shape the financing framework of the health sector in Kenya.

The overall objective of the NHA study was to estimate THE in 2005/06 with a view to obtain data that
will inform health policy formulation and development. The specific objectives included:

Estimate THE in Kenya;

Document the distribution of THE by financing sources and financing agents;
Determine the contribution of each stakeholder in financing health care in Kenya;
Articulate the distribution of health care expenditures by use;

Analyze efficiency, equity, and sustainability issues associated with the current health care financing
and expenditure patterns in Kenya; and

Provide estimates that will inform the development of the health care financing strategy.

During the past two decades, Kenya’s economic performance has been far below its potential. The
economy made initial gains soon after independence in 1963, but in the early 1980s it started a
downward trend and deteriorated further by the late 1990s. During the period 1990 to 2002, the
country went through a period of economic recession; real GDP growth fell from 4.6 percent in 1996 to
—0.3 percent in 2000. The economy grew slightly (1.2 percent) in 2001 but then fell to |.| percent in
2002, mainly due to low demand for imports, low demand for credit, and failure by donors to disburse
aid. The economy has shown signs of recovery with real GDP growing from 2.9 percent in 2003 to 7.0
percent in 2007 before slowing due to the effects of post-election violence.

The above scenario, coupled with the insurgency of diseases like malaria, tuberculosis (TB), and
HIV/AIDS and increased poverty incidence at 56 percent in 2001 (Welfare Monitoring Survey, CBS 2001),
led to the deterioration of Kenyans’ welfare. The decline in their living standards is demonstrated by the
rise in child mortality rates, maternal mortality rates, increasing rates of illiteracy, and rising
unemployment rates. The Kenya Human Development Index (HDI), which measures the socioeconomic
progress of the country, dropped from 0.556 in 1990 to 0.529 in 2000 and was reported to have slipped
further to 0.521 in 2005 according to the Human Development Report 2007/2008 (United Nations
Development Programme [UNDP] 2007). Life expectancy, which also explains the country’s HDI,
declined from 62 years in 1991 to 46 years in 2005, while adult literacy stood at 83.3 percent. In
addition, the number of people openly unemployed was over 2 million or 9.2 percent of the labour
force, with the youth accounting for 45 percent of the unemployed (Economic Survey 2005, Republic of
Kenya, National Bureau of Statistics [KNBS]).
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The provision of quality education has been a major priority for the government of Kenya as stated in
the Vision 2030. Due to the free primary education introduced in 2003, the gross enrollment rate at the
primary school level rose from 88.7 percent to 104.8 percent in 2007. Increases in enrollment have also
been reported at both public and private universities.

Kenya’s population was estimated to be approximately 28.7 million by the Kenya Population and
Housing Census of 1999 (CBS 2002). The estimated population for 2003 was 32.2 million, 34.7 million in
2007. With a projected annual growth rate of 2.2 percent, the population is projected to increase to
36.5 million by 2010. The population under 20 years of age accounts for about 60 percent of the
population. Life expectancy, which was on the decline, is estimated to be about 52.1 years (UNDP 2007)
and is expected to fall further due to the rising incidence of HIV. The fertility rate declined from 8.1 in
1978 to 5.4 in 1992, 4.7 in 1998 and 4.9 in 2003. This reflects a rise in the contraceptive prevalence rate
of 18, 27, 31, and 39 percent in 1989, 1993, 1998, and 2003, respectively.

Child mortality has remained relatively high. In 1985, the infant mortality rate was reported to be
62/1,000; in the few years until 1998, the rate increased to 71/1,000, when the reverse should have
taken place. By 2003, it had increased further, to 77/1,000. Under-five mortality also rose, by 25
percent, from 105/1,000 in 1998 to |15/1,000 in 2003. The maternal mortality ratio was 590/100,000 in
1998, 414/100,000 in 2003. Complications from abortion account for up to 40 percent of maternal
deaths. Of major concern are the wide disparities of the health indicators across regions as shown in
Table I.1.

TABLE 1.1: SAMPLED HEALTH INDICATORS BY PROVINCE, 1998 AND 2003

Province Infant Mortality Rate Under-five Mortality Rate Fertility Rate

1998 2003 1998 2003 1998 2003
Nairobi 4] 67 66 95 2.6 2.7
Central 27 44 35 54 3.7 34
Coast 70 78 96 116 5.1 4.9
Eastern 53 56 78 84 47 4.8
Nyanza 135 133 199 206 5.0 5.6
Rift Valley 50 61 68 77 53 5.8
Western 64 80 123 144 5.6 5.8
North Eastern 91 163 7.0
National 71 77 105 115 4.7 4.9

Sources: National Council for Population and CBS (1998, 2003), henceforth referred to as the Kenya Demographic and Health Survey (KDHS)

Regional variations have been reported, with certain districts in North Eastern, Nyanza, and Coastal
provinces having the highest burden of disease. Fevers and upper respiratory tract diseases are the two
commonest causes of ill health, accounting for about 50 percent of all outpatient morbidity and 20-25
percent of all reported deaths. This pattern has persisted during the past decade. The top six causes of
morbidity are malaria, upper respiratory diseases, skin diseases, diarrhoea, intestinal diseases, and
malnutrition/anemia.

Access to safe water is currently estimated at 91 percent in urban areas and 51 percent in rural areas,
or a national average of 60 percent. In addition, close to 86 percent of the population has access to safe
sanitation, with 98 percent in urban areas and 82 percent in the rural areas. However, access to clean
water and sanitation varies from region to region and with considerable disparities within regions (MoH
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2007, henceforth referred to as the Household Health Expenditure and Utilisation Survey [HHEUS],
2007).

Table 1.2 shows a comparison of selected indicators across the region. Relative to other countries in
eastern Africa, Kenya is faring better on several economic and health indicators. The size of Kenya’s
economy and per capita income are amongst the highest in the subregion. However, its wealth does not
necessarily translate into good health outcomes. For example, the infant mortality rate in Kenya remains
high, especially in comparison with other countries with much smaller economies and per capita
incomes, such as Eritrea and Tanzania. The under-five mortality rate in Kenya is one of the lowest in the
subregion, as is maternal mortality. However, these issues remain high priorities for the country. The
adult literacy rate is the highest in the subregion, perhaps resulting from government efforts to prioritise
this issue relative to Millennium Development Goal 2. HIV prevalence, currently at 7.4 percent (MoH
National AIDS/STD Control Programme [NASCOP] 2007, Kenya AIDS Indicator Survey, Preliminary
report, henceforth referred to as KAIS 2007), is similar to prevalence in Uganda and Tanzania.

TABLE 1.2: INTERNATIONAL COMPARISON OF SELECTED HEALTH AND ECONOMIC

INDICATORS

Indicators Kenya Uganda Rwanda Tanzania Malawi Zambia Ethiopia Eritrea
Population (millions), 35.6 289 9.2 385 13.2 1.5 79 45
2005
GDP (US$ billions), 18.7 8.7 22 12.1 2.1 7.3 1.2 I
2005
GDP per capita (US$), 547 303 238 316 161 623 157 220
2005
Infant mortality rate 79 79 118 76 79 102 160 50
per 1,000, 2005
Under-five mortality 120 136 203 122 125 182 164 78
per 1,000, 2005
Maternal mortality per 410 510 1,100 580 980 730 870 1,000
100,000 births, 2004
Total fertility (births 5 6.7 6 5.7 6 5.6 5.8 5.5
per woman), 2005
Adult literacy rate (% 73.6 66.8 64.9 69.4 64.1 68 35.9
age |15 and older), 2005
Life expectancy, 2005 52.1 49.7 452 51 46.3 40.5 51.8 56.6
Contraceptive 39 20 17 26 33 34 15 8
prevalence rate, 2005
HIV/AIDS prevalence 6.1 6.7 3.1 6.5 4.1 17 0.9-3.5 24

(% age 15-49), 2005
Sources: UNDP 2007; KDHS 2003; CBS 2002

The MoH is currently implementing the second National Health Sector Strategic Plan (NHSSP Il) for
2005-2010; its theme is “Reversing the Trends.” The NHSSP is expected to build on the existing
investment by the government and development partners. Its vision is to have an efficient and high-
quality health care system that is accessible, equitable, and affordable to every Kenyan. The base of the
NHSSP is a single comprehensive package known as the Kenya Essential Package for Health. Its focuses
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on primary health care through community interventions and preventive care at the rural health facility
level.

The goal of health sector as defined in the NHSSP is to reduce health inequalities and reverse the
downward trend in health-related outcome and impact indicators. The health sector strategic objectives
are to: |) increase equitable access to health services; 2) improve the quality and responsiveness of
services in the sector; 3) improve the efficiency and effectiveness of service delivery; 4) enhance the
regulatory capacity of MOH; 5) foster partnerships in improving health and delivering services; and 6)
improve the financing of the health sector.

Key challenges to achieving better health status in Kenya include inequitable access to health services
(removal of geographic, cost, and gender barriers); shortages of qualified health workers with
appropriate skills; shortages of drugs, supplies, and equipment; inadequate resources for facility and
outreach services; weak management and support capacity at the district level; cumbersome and
inefficient support systems at the central level (financial management, procurement, human resources);
an outdated centralised ministry structure poorly equipped to respond to new priorities; and
governance and stewardship.

Health services in Kenya are provided primarily by three agents: |) the MoH; 2) nongovernmental
organisations (NGOs) (mostly faith-based organisations [FBOs]); and 3) the private for-profit sector.
The MoH controls 53 percent of all health facilities while FBOs and the private for-profit sector control
16 percent and 3| percent, respectively. In addition, the MoH is mandated to create an enabling
environment, and regulate and set standards for health care service provision in the country.

The health sector has been implementing a SWAp, which was initiated in 2005 to coordinate and
harmonise the efforts of the government, development partners, and all other stakeholders in the health
sector using one common sector strategy (NHSSP Il) and expenditure framework, with common
management arrangements (including fiduciary, and monitoring and evaluation) and MoH leadership.

The public sector is predominantly a tax-funded health system, but there has been a gradual
introduction of a series of health financing policy changes. User charges for health services were
introduced formally in 1989. Today, these user fees still exist and their impact on health care access has
been the subject of several empirical studies. The NHIF was introduced in 1965, but this was
compulsory only for formal sector workers and has been associated with an inadequate insurance
benefit package. In November 2004, a new health financing reform was submitted to Parliament,
involving the establishment of National Social Health Insurance Fund with the intent to cover all of the
Kenyan population. This initiative has not yet been implemented. A health financing strategy is being
prepared to inform debate on the development of the financing framework for the health sector.

FBOs and other not-for-profit organisations are financed primarily by user fees, which account for more
than 95 percent of their revenue (Assessment of FBO Sector, 2006). However, the increased utilisation
of services in public health facilities has had a negative impact on services offered by FBOs. With more
patients seeking care at public facilities, most FBOs are seeing a decline in their patient volumes and user
fee revenues. As a result, many of them are struggling to stay afloat. Because FBOs are a major provider
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of health care services, especially in the rural areas, the government continues to extend support to
these providers to prevent their facilities from collapsing, in the form of secondment of staff and drug
kits to all dispensaries.

This sector, which typically serves the wealthier segments of the Kenyan population, is financed from
user fees and reimbursements by health insurance companies. Small private clinics also abound and are
frequented by even the poor, especially in rural areas.

This report presents the findings of the third round of Kenya’s NHA for 2005/06. The report is
organised into six chapters. This chapter has provided background information on socioeconomic
conditions, demographic trends, and the organisation structure of the health care system. Chapter 2
describes the methodology used for data collection for household and institutional surveys, data entry
and cleaning, and assumptions made to populate the data analysis Excel worksheets. Chapter 3 presents
findings on the general NHA, Chapters 4 and 5 on the HIV/AIDS and reproductive health (RH)
subaccounts, respectively. Chapter 6 gives concluding remarks and recommendations for next steps.
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The Kenya NHA study was conducted in accordance with the Guide to producing national health accounts;
with special application for low-income and middle-income countries (World Health Organisation, World
Bank, and USAID 2003) and used both primary and secondary data. A wide range of data and
information were collated from various government documents. In addition, the following surveys were
conducted to complete the NHA process:

I. HHEUS; and

2. Institutional surveys covering:

Employers/ firms;

Public sector organisations/institutions providing health services/incurring expenditures on
employees health including the MoH, local authorities, and parastatals;

Donors (both bilateral and multilateral donors) ;
Insurance (public and private); and

NGO:s involved in health

This section describes the sampling strategy, data collection, and the sources of data collected for
household and institutional surveys.

The NHA HHEUS was designed to generate national and provincial estimates. Data collection was
carried out in September and October 2007. The target population for the survey was all the
households in the country. For comparison with 2003 estimates, an attempt was made to visit the same
households surveyed in 2003.

Table 2.1 shows the sample coverage and household response rates. A total of 8,844 households were
selected for the survey. Of these, 8,453 were successfully interviewed, giving a response rate of 95.6
percent, and the survey reported observations on 38,235 individuals living in these households.
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TABLE 2.1: SAMPLE COVERAGE AND HOUSEHOLD RESPONSE RATES, BY PROVINCE

Province Urban Rural Total Percent Percent
Response Response

Selected Responded Selected Responded Selected Responded Urban Rural Total

Nairobi 1,080 1,012 - - 1,080 1,012 93.7 NA 93.7
Central 216 213 984 953 1,200 1,166 98.6 96.8 97.2
Coast 444 419 636 624 1,080 1,043 94 .4 98.1 96.6
Eastern 180 173 1,020 975 1,200 1,148 96.1 95.6 95.7
North 132 128 408 383 540 511 97.0 93.9 94.6
Eastern

Nyanza 216 207 984 966 1,200 1,173 95.8 98.2 97.8
Rift Valley 252 251 1,176 1,156 1,428 1,407 99.6 98.3 98.5
Western 252 251 864 753 I,I16 993 99.6 87.2 89.0
TOTAL 2,772 2,654 6,072 5,810 8,844 8,453 95.7 95.7 95.6

Kenya is divided into eight administrative provinces. The provinces are in turn subdivided into 70
districts. Each district is subdivided into divisions while the divisions are split into locations and finally
each location into sublocations. During the 1999 population census, each sublocation was subdivided
into smaller units called enumeration areas (EAs). Kenya has about 62,000 EAs. The EAs provided
census information on households and population. This information was used in the design of the
National Sample Survey Evaluation Programme (NASSEP) IV master sample with 1,800 selected EAs.
The cartographic records for each EA in the master sample were updated in the field, one year
preceding the NHA survey. The 1,800 clusters were distributed into 540 urban and 1,260 rural clusters.

The province provided a natural stratification of the population. The six major urban centres Nairobi,
Mombasa, Kisumu, Nakuru, Eldoret, and Thika were further substratified into five socioeconomic
classes based on incomes to circumvent the extensive socioeconomic diversity inherent in them as
follows: upper, lower upper, middle, lower middle and lower; this improved the precision of estimates due to
reduced sampling variation.

It was estimated that 8,844 households would be sufficient to provide estimates both at provincial and
national levels as well as disaggregation to urban and rural components of the country. This sample was
to yield 6,060 interviews in the rural and 2,784 in the urban clusters (Table 2.2). This was to be achieved
through coverage of 737 clusters (505 rural and 232 urban clusters). Twelve households were to be
covered in each cluster. The method of proportional allocation was used in assigning the sample
households to the provinces and districts. The count of the households was transformed to the square
root of the census households to avoid under-representing the smaller districts.
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TABLE 2.2: DISTRIBUTION OF CLUSTERS AND HOUSEHOLDS IN THE SAMPLE BY
PROVINCE, URBAN/RURAL, 2007

Province Cluster Household
Rural Urban Total Rural Urban Total
Nairobi 0 90 90 - 1,080 1,080
Central 82 18 100 984 216 1,200
Coast 53 37 90 636 444 1,080
Eastern 85 15 100 1,020 180 1,200
North Eastern 34 I 45 408 132 540
Nyanza 82 18 100 984 216 1,200
Rift Valley 98 21 119 1,176 252 1,428
Western 72 21 93 864 252 IL,L11é
TOTAL 506 231 737 6,072 2,772 8,844

Data collection was undertaken in September and October 2007 in all provinces. The country was
divided into 10 regions for ease of supervision. Data were collected from the selected households using
the face-to-face interview method. In each household included in the sample, information was collected
with regard to household membership (alongside demographic variables), health status, health care
seeking pattern, health expenditure if any, and other common household expenditures such as rent,
education costs, expenditure on certain large items (for example, purchase of vehicle, construction of
building over the previous |2 months), and income. The information was obtained mainly from the head
of the household, husband/wife, or other household members who were familiar with the particulars
asked.

To maximise response, interviewers made up to three call backs at different times of the day on
households that were difficult to contact. In each cluster, a total of 12 households were covered.
Completed questionnaires were reviewed for completeness as well as data quality.

To expedite data entry and monitor data quality, all completed questionnaires were sent to a data
management unit at the MoH Planning Department, which was the designated secretariat for the
activity. This approach helped in standardizing and speeding up data entry and reducing errors.
Questionnaires were also checked for completeness before entry. Data were entered in a Census and
Survey Processing System (CSPro) by a team of data entry clerks under the supervision of data entry
supervisors. The data were reentered for validation. The data files were then converted into SPSS, the
software used for data analysis. Much of the analysis was replicated using Stata, to confirm that weighted
estimates were correct. Stata was also used to perform analysis that could not be undertaken using
SPSS.

The sample based on NASSEP IV is not self-weighted. It was, therefore, necessary to weight the data to
enable expansion of the sample results to the population. Weighting was done using the cluster design
weights from the NASSEP IV sampling frame. Necessary adjustments for population change and
nonresponse were done. The selection probabilities were based on the measure of size and the sampling
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interval of the clusters within the district. Adjustment of the weights was done upon completion of the
data entry.

The institutional surveys were conducted between December 2007 and May 2008. The aim of the
institutional surveys was to generate expenditures on health from institutions selected for the period
under review. The institutional surveys covered both private and public sector. Institutional surveys
conducted covered the following:

Donors;

Employers (both private and public);
Health insurance companies;
NGOs; and

Public sector organisations

The private insurance sector is fairly well developed in Kenya. In 2007, about 65 insurance firms were
providing both life and general business. Of these, 23 were providing health insurance policies and were
therefore covered by the survey. Fifteen firms responded to the survey. Data on the total
reimbursements made by insurance firms to health providers were obtained as well as identifying the
nature of services rendered (e.g., inpatient, outpatient, pharmaceuticals). Weighting based on the
number of members covered by the |5 insurance firms sampled to the total members covered by
private health insurance was done to obtain total expenditures.

The KNBS maintains a list of firms. However, this list has not been updated for quite a while and,
moreover, the majority of the firms listed are unlikely to provide medical support to their employees.

A census of employers that would be likely to provide health benefits for their employees was created
as a composite of two lists, from the Nairobi Stock Exchange (NSE) and the Kenya Private Sector
Alliance (KEPSA), an alliance of private sector firms. The NSE list contained large, publicly traded
employers who were likely to provide health benefits to their employees. The KEPSA list contains
companies that are not traded on the NSE but contribute a significant amount of resources to health
benefits. A total of 79 firms were identified; 46 of these were sampled and 23 responded to the survey
questionnaire.

To extrapolate the expenditures of the 23 respondents, the firms were divided into terciles based on
their respective number of employees. A weighting factor was generated by determining the portion of
employees that were surveyed in each tercile. The health expenditures for each firm were divided by
their respective weighting factor in order to estimate THE.
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Foreign assistance is a significant source of financing in Kenya’s health sector. A listing of all donors
involved in health sector was compiled from the Ministry of Finance compendium. A total of 16 were
identified. All donors in the health sector were contacted and all returned the survey questionnaires.

Through the assistance of the Health NGOs’ Network (HENNET), an umbrella organisation of NGOs in
the health sector, a list of NGOs was compiled to form the sampling frame. A total of 76 NGOs were
identified for the survey. Out of this, 28 NGOs responded to the survey. Data from the NGOs that
responded were triangulated and used to estimate the total expenditure for NGOs.

The main sources of the MoH expenditure data were obtained from 2005/2006 Annual Appropriation
Accounts for the period ended 30 June 2006 (Recurrent and Development). These data were
corroborated with the Public Expenditure Review 2007 report for the MoH.

All local authorities delivering health care services were surveyed in order to generate information on
health expenditures by local authorities. Local authorities surveyed were the cities of Nairobi, Mombasa,
and Kisumu and the major towns of Nakuru and Eldoret.

State corporations (parastatals) incur health expenditures. Some of them operate their own health care
facilities, primarily offering outpatient care to their employees and their families. A listing of parastatal
organisations was obtained from the State Statutory Board. Forty-four major parastatals distributed
throughout the country were selected. Audited annual accounts for these state corporations were
reviewed and the necessary information on health expenditures obtained. Twenty-eight of them (78
percent) returned completed questionnaires.

Household OOP contributions to the AIDS subaccount are estimated from the KAIS 2007, which was
designed to provide national and provincial estimates on HIV prevalence and expenditures. The KAIS
collected data on 40,000 individuals in 9,700 households in late 2007. Nearly half of these (19,840) were
between the ages of 15 and 64, and were voluntarily requested to provide blood samples for a test of
HIV antibodies. A total of 15,893 persons provided blood for testing, a response rate of 80 percent. 3 Of
these, I,106 returned positive results. The spending estimates are based on an analysis comparing the
respondents returning these positive tests with demographically and behaviourally similar survey
respondents who were not HIV positive.

3 The KAIS analysts computed a weighting adjustment to correct for the small bias introduced because some demographic
groups were more likely to provide samples than others. Our statistical estimates take this adjustment into account. They
also account for the effects of the survey’s stratified and cluttered design.
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We used logistic regression to compute a propensity score for the probability that a respondent was
HIV positive, given his or her age, gender, place of residence, marital status, and self-reported sexual
activity. We then divided the respondents into six groups based on these propensity scores. Within
each group positive and negative respondents had similar propensity scores, and, consequently, similar
average scores on each of the variables used to compute the scores. 4 We estimated the incremental
effect of having HIV as the difference between spending that people living with HIV (PLHIV) actually
reported and the average spending of HIV-negative respondents within the same propensity score
group. Our estimates of national out-of-pocket (OOP) spending are formed by taking the weighted sum
of these individual differences for all PLHIV in the sample.

The survey asked whether each person in the household was sick in the last four weeks. Those who
answered yes were then asked whether they obtained outpatient care, and, if so, who provided it, and
how much they spent out of pocket. The survey also asked the same questions about any inpatient
admissions occurring in the six months period prior to the survey. These outpatient and inpatients
expenditure estimates were then extrapolated to obtain an annual estimate, and then added to obtain
total OOP expenditures. The total OOP expenditures were adjusted to obtain 2005/06 estimates. In
addition, the survey collected data on respondent and household characteristics, including an inventory
of possessions and spending that is used to construct indices of wealth and income.

The team faced a number of challenges while in the process of implementing data collection, collation,
and analysis. The post-election violence necessitated the suspension of data collection activities. Though
data collection resumed shortly, the sampling frame was adversely affected.

Lack of disaggregated data meant that classification by functions was a challenge. For example, the NHA
data analysis team had to rely on assumptions and ratios to break down expenditure by provider type,
provider expenditure by inpatient vs outpatient. Ratios were also used to disaggregate RH expenditure
by function.

The heavy rains experienced in some regions of the country hampered movement of the enumerators
and the frequent vehicle breakdowns caused delays in data collection from these regions.

Originally one round of data entry was planned for. A second round of data entry was required after
serious data entry errors were discovered.

A significant limitation experienced during this round of NHA is the difference in methodology for
computing household HIV/AIDS-related OOP spending between the 2001/02 estimation and the
2005/06 estimation. In the 2001/02 subaccounts for HIV/AIDS, household OOP spending was estimated
by analyzing a sample of 1,900 PLHIV, mostly recruited from HIV support groups and voluntary
counseling and testing sites, but also including 412 people recruited in hospitals and 360 recruited from
TB clinics. This distribution was assumed to represent the |.05 million people estimated to then be living
with the virus in Kenya. As the preliminary findings from KAIS later showed, at least 80 percent of the
PLHIV had never been tested, and thus should not have been selected in a sample of this kind. Although
this sample was not representative of PLHIV in Kenya, it offered the best data available at the time, and
formed the basis for the HIV subaccount of the 2001/02 NHA.

4 We checked each variable with a level .05 t-test.
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The present report offers significant methodological improvements for two reasons. First, KAIS includes
biomarkers, so that PLHIV are objectively identified, and it was possible to be reasonably confident that
the sample is representative of the nation. For the first time, the estimates include actual data on the
spending experiences of undiagnosed PLHIV. Secondly, because the survey is rich in socioeconomic and
behavioural data, it was possible to find HIV-negative respondents who were otherwise similar to
PLHIV, and use them to estimate the incremental effect of HIV status on OOP spending. This difference
between PLHIV and others was used in our HIV/AIDS subaccount. These limitations should be
considered in the analysis of numbers presented in this report concerning OOP spending.
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The availability of estimates for overall health spending and HIV/AIDS health expenditures for 2001/02
provides a valuable opportunity to compare financing patterns from 2001/02 with the current round of
2005/06. The time periods are significant in that the 2001/02 estimate illustrates spending patterns prior
to the roll-out of a number of “pro-poor” government policies and the influx of donor funds for priority
areas, such as HIV/AIDS, malaria, and TB. Conversely, the 2005/06 estimates represent the financial
situation following the roll-out of these initiatives. Thus, by comparing expenditures of the two years,
one can gain some understanding of the financial effect of policies and investments made between the
two time points. Note, all references to Kshs or dollar amounts for 2001/02 have been adjusted for
inflation to facilitate comparison with 2005/06 estimates.

In 2005/06, Kenya spent approximately Kshs 71 billion (US$ 964.4 million). This represents an increase
of 24 percent over 2001/02, when THE was Kshs 57 billion (US$ 726.4 million). Table 3.1 provides a
comparison of the key health-related indicators between 2001/02 and 2005/06.

In 2005/06, THE in Kenya was equivalent to about 4.8 percent of GDP at current market prices; this
translates to a per capita health spending of approximately Kshs 1,987 (US$ 27). The percentage of
health spending to GDP was a slight drop from what was reported by NHA 2001/02 (5.1 percent).
However, there was an increase in the per capita health spending of about 17 percent from US$ 23
reported in 2001/02.

The World Health Organisation (WHO) Commission on Macro Economics and Health (WHO 2001)
recommended a per capita health spending of US$ 34 to finance an essential package of health services.
Kenya’s spending on health care, like other countries in the sub-Saharan Africa region, falls short of the
WHO recommendation. This is a clear indication of scarcity of resources to finance health care. The
challenge is therefore to address the resource gaps, continue to improve efficiency in resource
allocation and use, and maintain the relatively high level of domestic resources invested in health.
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TABLE 3.1: GENERAL NHA STATISTICS FOR 2001/02 AND 2005/06

Indicators

Total population

Exchange rate

Total real GDP Ksh

Total real GDP US$

Total Govt expenditure Ksh

Total Govt expenditure US$

Total Health Expenditure (THE) Ksh

2001/02
31,190,843
78.6
1,118,781,868,506

$ 14,233,866,012 ' $

211,517,580,466

$ 2,691,063,365  $

57,097,636,970

2005/06
35,638,694
73.4
1,519,400,000,000
20,693,224,379
401,518,324,607
5,468,414,363
70,807,957,722

Total Health Expenditure (THE) US$ $ 726,433,040 $ 964,357,613
THE per capita 1,831 1,987
THE per capita (US$) 23 27
THE as a % of nominal GDP 5.1% 4.8%
Govt health expenditure as a % of Govt total expenditure 8.0% 5.2%
Financing sources as a % of THE

Public 29.6% 29.3%
Private 54.0% 39.3%
Donor 16.4% 31.0%
Other 0.1% 0.4%
Household (HH) spending

Total HH spending as % of THE 51.1% 35.9%
OOP spending as % of THE 44.8% 29.1%
HH spending per capita 770 713
OOP spending per capita 819 578
Financing agent distribution as a % of THE

Public 42.8% 42.7%
Private 49.8% 36.5%
Donor 7.4% 20.8%
Provider distribution as a % of THE

Public facilities 49.4% 44.3%
Private facilities 35.7% 29.2%
Other 14.9% 26.5%
Function distribution as a % of THE

Inpatient care 32.1% 29.8%
Outpatient care 45.2% 39.6%
Pharmaceuticals 7.4% 2.6%
Prevention and public health programs 9.1% 11.8%
Health administration 5.0% 14.5%
Other 1.3% 1.7%

In the NHA framework, financing sources are those institutions or entities that ultimately contribute
funds used in the health care system. The health sector in Kenya obtains varying levels of funding from
the traditional sources: public (government), private firms, households and donors. The information to
follow outlines the trends in contributions from each of these sources.

In 2005/06, contributions to health spending by all the major sources — public, private, and donors —
were greater than in 2001/02 (after adjusting for inflation). Figure 3.1 shows the relative contributions of
financial sources to THE in 2005/06. Households remained the largest contributors of health funds,
followed by the government and donors. In 2001/02, households financed over half of all health
expenditures; in 2005/06, their share accounted for just over one third. However, the gap between the
relative contributions of the three major financiers narrowed with increased investments, largely from
donors.
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FIGURE 3.1: THE BREAKDOWN BY FINANCING SOURCE, 2005/06
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The private sector 5 contributed 39 percent of THE in 2005/06, with 36 percent coming from
households, mainly through OOP spending. This represents a |3 percent decrease from 2001/02, when
household contributed 51 percent. The decrease may have resulted in part from the implementation of
the 10/20 Policy ¢ and free HIV/AIDS care at public health facilities. The public sector 7 contribution to
THE was 29 percent (2005/06), a slight decrease (from 29.6 percent to 29.3 percent) from the estimate
reported in FY 2001/02 (see Table 3.1 in the preceding section).

Donor contributions to THE increased by 135 percent, from Kshs 9.3 billion (US $118.9 million) in
2001/02 to Kshs 21.9 (US$ 298.6 million) in 2005/06 (Table 3.2). The influx of funding from donors such
as Global Fund for AIDS, TB and Malaria and the President’s Emergency Plan for AIDS Relief (PEPFAR)
may explain the large increase.

5 The private sector comprises households, private companies, and local foundations.

6 10/20 Policy implemented standardized charges at the lower level: Kshs 10 at the dispensary level and Kshs 20 at the
health centre level

7 The public sector comprises the MoH, NHIF, local authorities, National AIDS Control Council (NACC), and parastatals.
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TABLE 3.2: ABSOLUTE VALUE OF FINANCING SOURCE CONTRIBUTIONS,
2001/02 AND 2005/06

2001/02 2005/06 Percent Change
Public Ksh 16,887,646,242  20,767,151,342 23.0%
Private Ksh 1,287,202,570 2,343,624,368 82.1%
Local Foundations Ksh 359,878,761 64,990,232 -89.9%
Households Ksh 29,180,463,954  25,402,361,132 -12.9%
Donor Ksh 9,343,893,921 21,929,224,106 134.7%
Not Specified Ksh 38,553,522 300,606,54 | ** 679.7%

Donor funding for health represented 53 percent of total donor spending (on all sectors) in Kenya in
2005/06, an increase from the 40 percent reported in 2001/02 (Figure 3.2).

FIGURE 3.2: DONOR CONTRIBUTION TO HEALTH AS A PERCENTAGE
OF TOTAL DONOR SPENDING, 2001/02 AND 2005/06
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Government spending on health increased by 23 percent in absolute terms between 2001/02 and
2005/06. Despite this modest increase, government spending on health as a percentage of total
government expenditure (on all sectors) declined during the period, from 8 percent to 5 percent (Figure
3.3). This is because total government spending doubled. The 5 percent government contribution to
health is considerably less than the Abuja target of |5 percent. &

8 The Abuja target, committed to by African heads of state and government in 2001, calls for African countries to spend
I5 percent of their government budget on health (typically measured as funds allocated to the MoH).
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FIGURE 3.3: GOVERNMENT SPENDING ON HEALTH, 2001/02 AND 2005/06
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Financing agents are institutions that receive and manage funds from financing sources to pay for or
purchase health goods and services. Resources mobilised by financing sources pass through financing
agents, but the agents are not simply intermediaries; rather they maintain programmatic control over
how resources are allocated across providers, i.e., they determine by what proportions and which
functions will consume the resources mobilised. Financing agents include such entities as the MoH and
other ministries, parastatals, public and private insurance entities, households (through OOP spending),
NGO:s, private firms, and rest of the world, including donors.

As Figure 3.4 shows, in 2005/06, about 57 percent of the resources mobilised by financing sources
passed through the private sector (including spending by household, private employer insurance, private
firms, and NGOs) with household OOP spending accounting for 29 percent. This is comparable to the
amount that passed through the private sector in 2001/02 (50 percent), when households also
controlled the largest share.
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FIGURE 3.4: THE BREAKDOWN BY FINANCING AGENT, 2005/06
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The public sector controlled 43 percent of the total funds mobilised. The MoH controlled 35 percent of
publicly programmed resources.

In absolute terms, resources controlled by the public sector in 2005/06 (Kshs 30 billion) were slightly
higher than in 2001/02 (Kshs 24 billion) (Table 3.3). Between 2001/02 and 2005/06, the resources
managed by the MoH increased by 26 percent and the amount of funds managed by international
partners (NGOs and donors) almost tripled.

TABLE 3.3: ABSOLUTE VALUE OF FUNDS MANAGED, 2001/02 AND 2005/06

Financing Agent (Managers) 2001/02 2005/06 Percent Change
Ministry of Health 19,836,253,51 | 25,050,931,100 26.3%
Office of the President (incl. NACC) n/a 1,216,785,073 n/a
Other Ministries 30,475,011 n/a n/a
Local Authorities 607,355,910 408,634,082 -32.7%
National Health Insurance Fund (NHIF)  2,315,231,606 2,632,570,016 13.7%
Parastatal 1,659,141,436 936,484,747 -43.6%
Private Employer Insurance 2,218,216,909 3,849,460,713 73.5%
OOP 25,556,778,897 20,611,667,607 -19.3%
NGOs (NPISH) 3,519,794,285 12,908,526,174 266.7%
Private Firms 617,388,100 1,378,221,517 123.2%
Rest of the World 698,447,779 1,814,676,693 159.8%
Not Specified 1,814,676,693 n/a n/a
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As indicated in Figure 3.5, the government continued to be the main financier of the MoH, accounting
for approximately 75 percent of its funding in 2005/06; donors accounted for the rest.

FIGURE 3.5: TRENDS IN MOH FUNDING, 2001/02 AND 2005/06
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Notes: Reported in constant 2006 US$ to facilitate comparison across years.

Absolute NHIF spending increased 14 percent, going from Kshs 2.3 billion in 2001/02 to Kshs 2.6 billion
in 2005/06. However, as shown in Figure 3.6, the NHIF share of the total health insurance spending
decreased from 51 percent in 2001/02 to 4| percent in 2005/06, while the private health insurance
sector share increased from 49 percent in 2001/02 to 59 percent in 2005/06.

FIGURE 3.6: BREAKDOWN OF INSURANCE BY FINANCING SOURCE AS PERCENTAGE OF
TOTAL INSURANCE EXPENDITURE, 2001/2 AND 2005/6
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For purposes of NHA, “providers of health care” refers to entities that receive money in exchange for
or in anticipation of producing the activities inside the health accounts boundary: these include public
and private facilities, pharmacies and shops, traditional healers and community health workers as well as
public health programmes and general health administration and others as described in this section.
Public health programmes refer to the provision and implementation of programmes such as health
promotion and protection. General health administration refers to costs associated with the overall
regulation of activities of agencies that provide health care.

As indicated in Figure 3.7, in 2005/06, public health facilities accounted for the largest share of THE (44
percent), private health facilities for 29 percent.

FIGURE 3.7: THE BREAKDOWN BY PROVIDER, 2005/06
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Figure 3.8 shows trends in provider consumption of health care funds in 2001/02 and 2005/06. Providers
of public health programmes experienced the most significant increase in proportion of THE consumed,
from Kshs 4.8 billion (8 percent) in 2001/02 to Kshs 10.8 billion (15 percent) in 2005/06. Similarly, health
administration increased from Kshs 3.0 billion (5 percent of THE) in 2001/02 to Kshs 7.8 billion (I |
percent of THE) in 2005/06.

FIGURE 3.8: DISTRIBUTION OF PROVIDERS OF HEALTH SERVICES
AND COMMODITIES, 2001/02 AND 2005/06
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Additionally, consumption of health funds at private pharmacies decreased, from 7.4 percent in 2001/02
to 2.6 percent in 2005/06, perhaps due to an increased availability of drugs at public facilities. This agrees
with the findings of Patients/Clients Satisfaction Survey (MoH 2007), carried out in May and June 2007,
which showed that although there was an over-50 percent increase in utilisation of public health
facilities, especially lower-level facilities, and 72 percent of the patients reported an improved supply of
highly subsidised medication.

Table 3.4 shows that in absolute terms, consumption of financial resources at public and private
hospitals increased while consumption at private clinics and private pharmacies decreased. Spending on
public health programmes and health administration increased 124 percent and 150 percent,
respectively.
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TABLE 3.4: ABSOLUTE VALUE OF PROVIDER CONTRIBUTIONS, 2001/02 AND 2005/06

2001/02 2005/06 Percent change
Public hospitals Ksh 22,451,381,471 25,349,918,227 12.9%
Private for profit hospitals Ksh 6,817,117,587 9,594,537,033 40.7%
NFP hospitals Ksh 1,744,596,859 3,750,661,195 115.0%
Public health centers Ksh 5,767,756,504 6,018,829,327 4.4%
NFP health centers Ksh 662,169,074 704,932,373 6.5%
Private clinics Ksh 6,005,157,369 4,223,592,456 -29.7%
Private pharm. Ksh 4,202,176,808 1,824,149,922 -56.6%
Traditional healer Ksh 956,209,236 93,476,597 -90.2%
CHW 497,191,771 n/a
Providers of health programs = Ksh 4,822,738,707 10,777,346,844 123.5%
Health admin Ksh 3,095,161,065 7,719,302,797 149.4%
Other Ksh 573,172,290 254,019,180 -55.7%
Total 57,097,636,970 70,807,957,722 24.01%

Private for-profit hospitals and government hospitals consumed the largest proportion of household
OOP funds in 2005/06, 38 percent and 30 percent, respectively (Figure 3.9). This represents a decrease
in the government hospitals’ share of OOP spending (from 50 percent in 2001/02) and an increase in the
private hospitals’ share (from |5 percent in 2001/02). The decrease in the government share can be
attributed to free treatment for opportunistic infections and HIV at public hospitals. The share of OOP
spending at pharmacies and shops also declined, most likely due to the availability of medicines from the
public sector. This is supported by the findings of the Patients/Clients Satisfaction Survey (MoH 2007).
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FIGURE 3.9: PROVIDERS CONSUMING HOUSEHOLD OOP FUNDS, 2001/02 AND 2005/06
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Health care functions refer to the types of goods and services provided and activities performed within
the health accounts boundary. General health functions include curative care (inpatient and outpatient),
provision of pharmaceuticals from independent pharmacies (i.e., pharmaceuticals not procured from a
health facility as part of inpatient or outpatient treatment), prevention and public health programmes,
health care administration, and capital formation. Inpatient care refers to a patient who is formally
admitted to an institution for treatment for a minimum of one night (and includes all associated costs for
labs, medicines, operations, etc.), while outpatient care is medical services administered to patients who
are not admitted to the facility (do not stay over night).

Curative care consumed the largest share of THE, 69 percent in 2005/06, with 40 percent going to
outpatient care and 30 percent to inpatient care (Figure 3.10). Prevention and public health programmes
combined with health administration accounted for most of the remaining THE by function.

FIGURE 3.10: BREAKDOWN OF THE BY FUNCTION, 2005/06
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THE going to inpatient and outpatient care decreased from 45 percent and 32 percent, respectively, in
2001/02, to 40 and 30 percent, respectively, in 2005/06 (Figure 3.11). Prevention and public health
programmes and health administration increased, from 9 percent and 5 percent in 2001/02 to 12
percent and |5 percent respectively in 2005/06.

FIGURE 3.11: TRENDS IN USES OF HEALTH FUNDS, 2001/02 AND 2005/06
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In absolute terms spending on inpatient and outpatient care increased by a total of 24 percent in
2005/06 from 2001/02 (Table 3.5). Prevention and public health programmes, health administration, and
capital formation also experienced increases in funding in absolute terms. Expenditure on health
administration experienced a dramatic increase of 262 percent in the period. This reflects the influx of
donor funding and the passage of this funding through NGOs as financing agents at the function level.
Expenditure on capital formation increased by 68 percent, due to significant investment by the public
sector on upgrading of equipment and infrastructure.

TABLE 3.5: ABSOLUTE VALUE OF BREAKDOWN OF THE BY FUNCTION

2001/02 2005/06 Percent Change
Inpatient Care 18,351,408,847 21,107,818,603 15.0%
Outpatient Care 25,784,303,377 28,047,926,816 8.8%
Pharmaceuticals 4,203,305,320 1,824,149,922 -56.6%
Prevention and Public Health 5,196,484,053 8,266,474,489 59.1%
Health Admin 2,839,657,753 10,266,502,524 261.5%
Capital Formation 569,341,388 953,957,340 67.6%
Other 153,136,231 243,370,617 58.9%
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Figure 3.12 shows the functional uses of health funds as financed by public, private and donor sources.

FIGURE 3.12: ALLOCATION OF HEALTH FUNDS FROM FINANCING SOURCES
TO FUNCTIONS, 2001/02 AND 2005/06

2001/02
45.0%
40.0% - O=204
35.0% 10.9%
30.0% - —g-29
3.6%
25.0% +| .
20.0% - 16.2%
15.8%
15.0% — 0%
10.0% | gt [£2%
8.6%
5.0% 1| 9.6% 11.0% §:3%
0,

0.0% : % 1113:2% 2% =t —93%
o o X" k] = c =
S8 F B & 3 E

S e 8 5
5 5 e < FE
Q 2T I S s
151 c o = ©
] o = ] IR
£ S £
s £¢
o

m Public m Private gHouseholds gDonors mOther

2005/06
50.0% -

010,

.0% 399

40.0%

35.0%

30.0% 1 | 5o

25.0% - 32.7%

20.0% { | 8.7%

10.0% - ang

15.6% 5% —] 0:-0% 41%
4 I 0-00,

5.0% 7.2% 7.3% oo

0.0% ‘ ——08%——— ‘
£ s 2 g s £ s o

o c® S ] o]
5 S @ ] €

o = - =

3] c 5 = o

© O = < =

E 33 @ s

3 ga * -

K

o (®]

3. GENERAL NHA FINDINGS



In 2001/02, the burden of financing outpatient care and pharmaceuticals, as well as a significant
percentage of inpatient care, fell mainly on households. Public sources spent a majority of funds on
inpatient care and prevention and public health programmes. By 2005/06, households were spending
proportionally less on outpatient care and pharmaceuticals because of the increase in funding by public
and donor sources in these areas.

Donor funding to prevention and public health programmes and health administration increased from 4
percent and 2 percent in 2001/02 to 9 percent and 7 percent in 2005/06, respectively.

3.7 PRIORITY AREAS OF HEALTH

HIV/AIDS and RH are considered priority areas of health for the government of Kenya. These two areas
consume 38 percent of total health resources (Figure 3.13).

FIGURE 3.13: SPENDING ON HIV/AIDS AND RH IN CONTEXT OF GENERAL HEALTH
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Figure 3.14 illustrates the level of funding for priority areas by public, private, and donor sources in
absolute terms

FIGURE 3.14: WHO IS FINANCING WHICH PRIORITY AREA?
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In 2005/06, public and private sources spent almost equal amounts of funding on RH and HIV/AIDS,
while donors accounted for the largest share of funding for HIV/AIDS health care. Of donors’ total
contribution to health, 60 percent was spent on HIV/AIDS.

THE increased by 24 percent. Between 2001/02 and 2005/06, THE increased from Kshs 57
billion (US$ 726 million) to Kshs 71 billion (US$ 964 million), largely due to the increase in donor
spending.

Households’ expenditure on total health decreased by 13 percent. In 2005/06, households
accounted for 36 percent of THE, a decrease of |3 percent from 2001/02. In absolute terms,
household expenditure decreased from Kshs 25.4 billion in 2001/02 to Kshs 20.7 billion in 2005/06.
The reduction may be attributable to the 10/20 Policy and free HIV/AIDS care provided in public
health facilities.

Expenditures by donors and the public sector have increased. Government expenditure on
health increased by 23 percent, from Kshs 17 billion to Kshs 21 billion, between