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Abstract Background: Sustainable financing is the key to achieving universal health coverage (UHC). Kenya is keen on
attaining the UHC by expanding the National Hospital Insurance Fund (NHIF). Methods: We extracted findings from the
National Health Accounts (NHA) for Financial Years 2016/17 to 2018/19, the 2018 Kenya Household Health Expenditure
and Utilization Survey, and evidence from other health sector documents that assessed health sector performance.
Publications reporting access to health services were included to consolidate the findings. The Kenya National Health
Accounts (NHA) estimation was done to track the flow of funds to the health sector. Results: The Out of Pocket expenditures
and non-profit institutions serving households controlled 24.3% and 17% of Current Health Expenditure (CHE) respectively
in 2018/19 from 22.7% and 20.3% in 2016/17. The MOH allocation increased to 15.3% of CHE in 2018/19 from 14.9% in
2016/17 while counties' remained relatively the same in 2018/19 at 18.3% compared to 19.3% in 2016/17. Also, social Health
Insurance increased gradually from 10.3% in 2016/17 to 13.8% in 2018/19. Households that reported illness but did not seek
health care increased from 12.7% in 2013 to 28% in 2018 citing mainly self-medication and lack of money (45.2% and 19.4%
respectively) as the barriers to healthcare utilization. Moreover, 68% of households reported receiving quality health care
services in 2018, an increase from 57% reported in 2013. Conclusion: NHIF must expand population and service coverage
and reduce out-of-pocket payments with the new reforms. This will have positive implications for the health system goals of
equity, efficiency and quality. The NHIF national and county government should also make deliberate efforts to align the
design and implementation of such reforms with strategic purchasing actions that aim to improve the health system in
general.
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1. Introduction
The UHC ensures that all people access the needed health
services of sufficient quality and experience financial risk
protection [1]. The momentum towards the UHC is growing
within Africa as a crucial public policy agenda. Moreover,
the right to quality affordable health care as envisaged in
the Constitution of Kenya 2010 can be achieved through a
concerted effort of the national and county governments
coupled with the various stakeholders [2].
Kenya is committed to achieving the Universal Health
Coverage (UHC) as indicated by the strong political
commitment to UHC exemplified in the Governments Big
Four Agenda. Granted the importance of UHC as a global
and national agenda, there’s a need to review and measure
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the country’s progress over time [3].
Financial risk protection is concerned with safeguarding
people against the financial hardship associated with paying
for health services. In order to be universal, the domestic
financing system must reduce reliance on out-of-pocket
payments, shift to prepaid funds including progressive taxes,
insurance premiums, or a mix of both [4]. Monitoring
financial protection focuses on out-of-pocket payments
(OOPS) made at the time of service use, which is a barrier
to seeking the care they need [5]. Imposing taxes on specific
products and services to increase general government
revenue has also gained attention through the World Health
Report 2010 [6].
Pooling serves to spread the ﬁnancial risk associated with
the need to use and pay for health services, so that this risk
is not fully borne by an individual who falls ill [7]. Risk
pooling through health insurance can alleviate financial
barriers and increase access to services by ensuring that
pool members have varying degrees of health, financial
status, and demography [8]. The larger degree of pooling,

26

Njuguna K. David et al.:

Role of Social Health Insurance in Achieving Universal Health Coverage

the less people will have to bear the health financial risks.
Social Health Insurance (SHI) is becoming a more popular
option in providing healthcare, particularly in developing
countries where it is challenging to sustain the tax-based or
out-of-pocket financing options. Social health insurance
(SHI), which involves fund and risk pooling, is widely
accepted as a key instrument for moving towards UHC [9].
The Social Health Insurance (SHI) principally
involves compulsory membership among all the Populus.
Workers, self-employed, enterprises, and the government
pay contributions into a social health insurance fund. The
base for workers’ and enterprises’ contributions is usually
the worker’s salary. The contributions of self-employed
persons are either flat-rate or based on estimated income.
The government may provide contributions for those who
otherwise would not pay, such as unemployed and
low-income informal economy workers. SHI either owns its
provider networks, works with accredited public and private
healthcare providers, or uses a combination of both. The
SHI has several functions including, registration, collection
of contributions, contracting and reimbursement of
providers which is done by parastatal or non-governmental
institutions, often referred to as sickness funds [10].
Prior to the expansion of social health insurance in Kenya,
the existing policy of user fees and other out-of-pocket
payments (OOPs) led to massive decline in the utilization of
health services [11]. Initiatives including free maternity
services, the removal of user fees at primary care facilities,
expansion of insurance coverage into the informal sectors,
and provision of insurance for indigent and vulnerable
populations have cushioned the population from the cost of
healthcare.
UHC concept is presented as a three-dimensional cube
where the first dimension represents the coverage for the
entire population by a package of services (access). The
second dimension represents the inclusion of an increasing
range of services into the package, while the third dimension
looks at the rising share of the pooled fund so that it reduces
out of pocket expenditure on health services [12].
See Figure 1 below

from the National Health Accounts 2021. The key findings
are presented, as well as recommendations to support policy
makers in designing and implementing UHC reforms.

2. Methodology
We extracted findings from the National Health Accounts
(NHA) for Financial Years 2016/17 to 2018/19, the 2018
Kenya Household Health Expenditure and Utilization
Survey, and evidence from other health sector documents
that assessed health sector performance. Publications
reporting access to health services were included to
consolidate the findings. The Kenya National Health
Accounts (NHA) estimation was done to track the flow of
funds to the health sector.

3. Results/Findings
Financing agents are institutional units that manage
healthcare financing arrangements for raising revenue,
pooling resources, and purchasing services.
According to the 2021 National Health Accounts (NHA),
out of pocket expenditures and non-profit institutions
serving households controlled 24.3% and 17% of CHE
respectively in 2018/19 from 22.7% and 20.3% in 2016/17.
The MOH allocation increased to 15.3% of Current
Health Expenditure (CHE) in 2018/19 from 14.9% in
2016/17 while counties' remained relatively the same in
2018/19 at 18.3% compared to 19.3% in 2016/17. Social
Health Insurance increased gradually from 10.3% in
2016/17 to 13.8% in 2018/19. The trend in current health
expenditures (CHE) for each financing agent is shown in
Figure 2 shown below.
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This paper looks at Kenya’s status in achieving UHC by
analyzing the findings from two recent Kenya household
health expenditure and utilization surveys, and findings

Figure 2.

Financing Agents for Current Health expenditures

Estimations from the Global Burden of Disease Study
(GBD 2017) show that Kenya has been gradually increasing
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expenditure towards health, from USD 1.7 B in 1995 to
USD 4.7 B in 2017, and projections of USD 5.4 in 2021
with increased investment by the government over this
period. Out of pocket expenditure (OOP) has also risen to
a smaller extent. OOP in 2018 as a percentage of the
total spending is at approximately 25.5%. Financing by
Development Assistance for Health (DAH) has been
significantly increasing.
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Table 2. Insurance coverage, Kenya 2018
Insurance type

Population Covered (%)

NHIF

89.4

Private

5.1

Employer/ Institution

3.9

Community-based health insurance

0.7

County scheme

0.7

Other

0.1

Access to health care services.
The breadth of access to health services for Kenya is
determined by evaluating the households’ ability to access
services when required. The households reporting inability
to access health care services despite being ill was used as a
proxy to assess this. Households that reported illness and
did not seek health care increased from 12.7% in 2013 to
28% in 2018. The main barriers to care were attributed to
self-medication and lack of money (45.2% and 19.4%
respectively, in 2018) Figure 3.

The MOH, the CDOH and other governments control a
large percentage of THE. The role of social health insurance
in managing funds for health increased by 55% between
2016/17 and 2018/19, while that of NGOs increased by
5.6%. Table 1 shows the financing agents of CHE in
absolute values.
Table 1. Financing agents of CHE in absolute values (KSh. Million)
Financing agents

2016/
17

2017/
18

2018/
19

%
Change

Ministry of
Health-National

57,638

66,807

68,288

18.5%

Other central govt.
ministries

332

318

299

-9.9%

County Department
of Health

74,680

82,102

81,627

9.3%

Social Health
Insurance Agency

39,840

51,091

61,753

55.0%

Commercial
insurance companies

47,261

37,149

45,167

-4.4%

Parastatals

7,340

6,713

6,780

-7.6%

Private employers

1,167

2,705

2,306

97.7%

Non-profit
institutions serving
households (NPISH)

68,505

68,900

72,358

5.6%

Households

90,050

95,563

108,683

20.7%

Total

386,813

411,348

447,261

15.6%

According to data from the recent Kenya Household
Health Expenditure and Utilization Survey (KHHEUS), 89%
of those insured were covered under NHIF. See table 2
below.

Figure 3. Comparing the main reasons for not seeking care in 2013 and
2018 (Source: Estimation from the KHHEUS, 2018)

Between the same years, the healthcare utilization rate
(average number of visits per person per year) reduced from
3.1 to 2.5 visits annually compared to the benchmark figure
based on the OECD countries statistics, of 5 visits per
person per year (WHO, 2012).
Perceived quality of care
Findings from the KHHEUS showed that 68% of
households reported receiving quality health care services
in 2018, an increase from 57% reported in 2013.
Perceptions of the quality of care are crucial drivers of
care utilization, with responsiveness to the patient being
the main attribute of quality. These perceptions may not
correlate with the technical quality proxies in health
facilities which is important for patient outcomes. Technical
quality refers to structured processes, professionally defined
practices and protocols of care. Patients may also find it
difficult to evaluate the technical quality of care because
they lack their physician’s medical expertise and training.
Health benefit package
Findings from NHA 2021 revealed that expenditure
related to curative inpatient care is on the rise, standing at
25.8 percent of the THE in 2018/19, while expenditure on
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curative outpatient care has consistently surpassed 35
percent of THE in the past 20 years. Capital formation also
doubled its share in comparison to 2015/16 NHA, where the
government is the predominant contributor.
Above finding could be as a result of expansion of the
coverage of health services. According to the KHSSP MTR
conducted in 2021, two key indicators: “the health facility
density per 10,000 populations”, and “the number of health
facilities per 10,000 populations”, saw an improvement, and
are on track to meet the target (the target for facility density
is 2.4; the number of beds is 18). However, “Proportion of
fully functional Community Units” needs further push in
order to achieve its target of 90 percent.
Coverage of essential health services was at 83.3%
nationally, while 20 counties scored above the national
average. The counties in the ASAL region are having
challenges as seen from the KHSSP MTR UHC service
coverage index as of 2019/20, using the WHO estimation
method.

to pay for health care limits access, prolongs sickness and
limits their ability to work thereby reducing their net
income. See Table 3.
Table 3. Out of Pocket Health Expenditure as share of Total Household
Expenditure
Out of Pocket Health Expenditure as share of
Total Household Expenditure
Threshold
5%

10%

15%

20%

25%

National

13.5

8

5.5

4.2

3.3

Lowest

16.1

10.5

7.8

6.3

5.2

Second

14.6

9.2

6.6

5.3

4.1

Middle

14.7

8.9

6.3

5.1

4.3

Fourth

13.3

8.5

5.7

4.4

3.6

Highest

12.2

6.5

4.6

3.2

2.6

Source: Estimation from the KHHEUS, 2018

ii. Insurance coverage
Health insurance plays a key role in accessing health care
by cushioning households from incurring high out of pocket
expenditure that could lead them into poverty. According to
the KHHEUS 2018, health insurance coverage increased
from 17.1 percent in 2013, to 19.9 percent in 2018, though
this coverage is still quite low, Figure 5.
In absolute numbers, this coverage of insurance
represents 9.5 million Kenyans out of the estimated 47.8
million national populations for the year 2018. This
shows that the majority of Kenyans have no form of
social protection against health care expenditure, and is
well corroborated by the high number of households that
reported not seeking care, citing lack of money (19.4%) as
the main reason.
The KHHEUS 2018 also indicates that the lowest wealth
quintile had the lowest insurance coverage at 4.5 percent
while the highest wealth quintile had the highest insurance
coverage at 42.3 percent indicating wealth affects uptake of
health insurance.

Figure 4.

UHC service coverage index score by county

Financial Risk Protection
The trend in out-of-pocket spending on health care and
the proportion of households with a form of social
protection against healthcare payments were used to track
the provision of financial risk protection.
i. Out of pocket expenditure trends
Catastrophic health spending was consistently higher for
households in the poorest quintile, indicating that even with
the varied thresholds, the poorest households would most
likely incur catastrophic expenditures. The high levels of
spending among the poor highlight the lack of exemption
mechanisms to protect the poor in the Kenyan health
sector and confirm that OOP payments in Kenya are very
regressive. These findings suggest an urgent need to protect
the poor from high costs of illness. The inability of the poor

Figure 5. Trend health insurance coverage. (Source: Estimation from the
KHHEUS, 2018)
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In addition, urban areas had an insurance penetration rate
of 29.7 percent as compared to rural areas at 14.3 percent.
Those with university education had higher protection
at 50.4 percent, while the lowest coverage was reported
among those with informal education at 4.9 percent. Those
in formal employment had the highest coverage at 60.6
percent while the lowest was among those seeking work at
10 percent. NHIF remains the largest insurer accounting for
89.4% of those who reported having health insurance. This
points to the critical role that NHIF could play as a vehicle
towards achieving UHC.

4. Discussion
The success of the UHC requires significant governance
reforms and close strategic collaboration between the
national and county governments. The reforms envisaged
under UHC should improve efficiency in spending
healthcare, and lead to better resource mobilization for
health.
Social health insurance is one of the most innovative and
efficient ways of financing healthcare. The NHIF is a
contributory scheme, with mandatory coverage of the formal
sector through direct taxation of salaries and voluntary
enrollment of the informal sector. Through the NHIF, Kenya
has achieved near-universal coverage of the country’s
formal economy in contrast to only 15% NHIF coverage
among the informal sector. Future expansion depends
on its ability to reach and retain informal sector members.
While membership is compulsory for the formal sector,
and contributions are reliably deducted from their payroll
by their employers; participation is voluntary for informal
sector workers. Unfortunately, enrolling informal sector
members who can pay for insurance is difficult, and demand
creation can be costly with variable efficacy. It is also more
challenging to collect premiums from informal sector
workers [13].
Consequently, the 2021 National Hospital Insurance Fund
(NHIF) Amendment Bill stipulates mandatory registration
for all Kenyans under NHIF in the new Universal Health
Coverage (UHC) program. The bill seeks to increase the
revenues raised by NHIF by making NHIF mandatory for all
Kenyans aged above 18 years, requiring employers to match
their employees’ NHIF contributions, and for providers to
bill the private insurer first before NHIF pays for the
co-insured patients [14]. These changes are on the wings of
reforms to reposition the National Hospital Insurance Fund
(NHIF) into a strategic purchaser. However, the bill is
fiercely contested because the amendments threaten to hurt
the wage bill and limit an employer’s ability to create jobs
in an already challenging pandemic economy. Besides,
since the cost of this access will fall heavily on Kenyan
employers, there is a likelihood of employers opting out of
private medical health care schemes and only offering their
workers NHIF cover to mitigate the cost of the proposed
amendments [15].
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Health financing reforms targeting the lower wealth
quintile, who have poor insurance penetration, through
identification of indigents, and provision of a social health
insurance are required to bridge the insurance gap, and
increase the population covered [16]. This will also reduce
the out of pocket expenditures at the health facilities
from the current 24.3%. Currently, NHIF is lacking in its
coverage of vulnerable groups of the population [17].
Besides, unaffordability of the new premiums is a barrier to
enrolment particularly for the unemployed; those living in
rural and marginalized areas; the elderly; people living with
disabilities and those in the informal sector with meagre and
unstable earnings. This raises concerns regarding equity in
contributions.
There is a need to accelerate poverty reduction strategies
that increase income levels and extend financial accessibility
among the poor and vulnerable, thereby increasing the
demand for NHIF. The majority of the unemployed youth
should be insured and their information linked to the
unemployment/employment bureau database through an
improved information management system such that once
people are employed and vice versa, their status is
recognized. Moreover, there is a need to enforce compulsory
health insurance for all employees in both the formal and
informal sectors as provided for in the national social health
insurance Act 2021.
The success of the UHC program also depends largely
on improved service quality. Moreover, the quality of
healthcare is now a determinant of the success of health
care financing reforms. For many LMICs, the main aim
of seeking additional resources for the health sector is to
improve health care quality [18]. To institutionalize a
regulatory framework that promotes quality health care,
PharmAccess, launched a strategic collaboration with the
Kenya Ministry of Health and the National Hospital
Insurance Fund (NHIF) to embed accredited clinical and
business quality standards into a national quality assurance
system and to introduce the standards and quality
improvement methodology into the contracting process of
health-care providers by the NHIF. The program offers a
stepwise certification process complemented by technical
assistance whereby a facility pursues explicit levels of
quality based on an obvious criterion by implementing
improvement plans to work toward the next level. Where
financing for improvement is required, facilities, through the
Medical Credit Fund, can get access to affordable loans with
local banks. [19]. This approach offers both the incentive and
the enforcement mechanism to encourage providers to
participate in quality improvement initiatives.
The quality of care should also be improved at health
facility level, with a focus on both clinical quality of care,
and responsiveness to the patients, as this has been seen as
a potential cause of reduced utilization. It is dependent
on improvement of health facilities in the counties and
employment of more health workers [20].
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5. Recommendations
Kenyans of different wealth quintiles, currently paying
OOP, should be encouraged, engaged and empowered, to
contribute to an affordable social health insurance scheme,
using currently available resources.
Quality improvement measures such as mandatory
assessment of quality of care at the time of licensing,
insurance empanelment, coupled with continuous quality
monitoring and medical claim spot-checks will protect the
patients from making ill-informed decisions based on their
perceived quality of care.
Strengthen the stewardship role of the national and
county governments to ensure that only the healthcare
providers who offer quality care and improved health
outcomes are operational.
1. Avoid fragmentation of financing systems into
separate schemes with different levels of funding
and benefits for different population groups
while targeting resources to remove financial barriers
facing the poor and most vulnerable. For instance,
NHIF should reduce the number of insurance
schemes, in order to enhance cross-subsidization of
individual financial risks.
2. Advocate for both National and county governments
to increase their health finance collections,
allocations and efficiency.
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