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Introduction
• Kenya embarked on a process of devolution in 2013, transferring planning, budgeting, and management 

responsibilities for a range of services including health to 47 newly-created counties. 
• As a result, there are 49 public purchasers in Kenya today: the Ministry of Health (MoH), 47 county departments of 

health (CDOH), and the National Hospital Insurance Fund (NHIF). Understanding their respective roles requires an 
appreciation of Kenya’s devolved system of the government, the history of social insurance, and the evolution of user 
fee policies in the country (Figure 1 and Figure 2).
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1960s

Kenya sets up a 
centralized national 
health service

User fees at public 
health facilities are 
abolished  

NHIF is established to 
provide inpatient cover 
to formal sector 
employees

1988

User fees are 
reintroduced in all public 
facilities 

1990s

User fee exemptions and 
waivers are introduced

No reimbursements for 
facilities, so adherence 
was low

1998

NHIF becomes 
mandatory for everyone 
in theory, but in practice 
informal sector 
households can opt-in 

2004

10/20 policy is 
introduced, capping fees 
to 10 and 20 shillings at 
public dispensaries and 
health centers

Still no reimbursement

2009

Health Sector Support 
Fund (HSSF) mechanism 
is set up with donor 
support to compensate 
public facilities for user 
fees foregone

2013

Devolution commences

Free maternity services 
and user fee removal at 
primary care facilities 
are launched; counties 
are given conditional 
grants

2015

NHIF expands the 
benefit package to 
include outpatient 
services and launches 
the Health Insurance 
Subsidy Program

2017

MoH gives NHIF 
responsibility to operate 
free maternity services, 
now called Linda Mama

2018

Afya Care, the universal 
health care pilot 
program, is launched in 
4 counties (user fees are 
abolished at level 4 and 
5 facilities, and counties 
receive additional 
resources from the 
National Government)

2020

Scale up of Afya Care

Figure 1: History of health financing reforms in Kenya

Source: By authors, based on Waweru et al. 2016; Tsofa, Molyneux, et al. 2017; MANI Project, Options, and Marie Stopes International 2018
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Methods
• The team conducted a detailed review of 

publications on county health financing from 
both the academic and grey literature. In addition 
the websites of institutions/projects were 
screened.

• Between November 2018 and March 2019, the 
team also undertook 65 key informant interviews 
with health workers and key representatives of 
the Isiolo, Kilifi, and Makueni CDOH (14, 26, and 
25 key informant interviews, respectively). 

• Furthermore, the team consulted 9 and 41 key 
representatives of the County and Sub-county 
Health  Management  Teams in Isiolo and Kilifi, 
respectively. Information was gathered from 25 
health facilities (7 in Isiolo, 10 in Kilifi, and 8 in 
Makueni).

•Oversees tertiary hospitals

•Transfers funds to counties to 
finance health service 
delivery

•Provides performance-based 
financing to counties under 
the Transforming Health 
Systems for Universal Care 
project (THS-UCP) funded by 
the Global Financing Facility 
(GFF)

•Finances the Linda Mama 
free maternity scheme 
implemented by NHIF, as well 
as Afya Care, the universal 
health care (UHC) pilot 
program

Ministry of Health

•Responsible for all primary 
and secondary care 

•Pay for salaries, commodities, 
and other operating costs for 
public providers through 
input-based financing

•As per public financial 
management laws, can allow 
public facilities to retain and 
spend the funds they collect

47 County Departments 
of Health

•Operates a range of insurance 
schemes (~20% of the 
population covered)

•Covers inpatient and 
outpatient services 

•Manages the Linda Mama 
free maternity scheme

•Contracts both public and 
private providers for all 
schemes

National Hospital 
Insurance Fund

Figure 2: Purchasing landscape in Kenya: fragmented roles
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Results
• Counties derive revenue from four main sources 

(Figure 3): 
• Counties’ share of national revenue in the 

form of a block grant from the National 
Government, which is referred to as the 
equitable share and counties can allocate 
these funds at their discretion

• Local revenue that includes funds that 
public health facilities generate from user 
fees and health insurance reimbursements

• Conditional grants from the National 
Government that are earmarked for certain 
purposes

• Conditional grants from donors, for 
example under the GFF-funded THS-UCP 
program.

• According to the 2012 Public Finance Management 
Act, each county established a County Revenue 
Fund into which all money raised or received by or 
on behalf of the county government is collected.

• Donor-funded conditional grants are typically 
channeled to a special purpose account at the 
county level. 

• County government use these funds to finance 
service delivery through a network of public 
providers as well as other population health 
services.

• CDOH directly pay for costs associated with health 
care delivery at levels 1 to 5, including staff 
salaries, commodities, facility maintenance, and 
activities under vertical programs (this includes 
health promotion and prevention activities that 
are implemented outside of facilities). 

• All counties receive two conditional grants (one 
from domestic finances and the other funded by a 
donor) that are specifically earmarked for covering 
facility costs at level 2 and 3 primary care facilities. 
Counties transfer these funds as a financial 
payment (as opposed to in-kind transfers) to the 
facilities.

• Counties that have level 5 hospitals receive a 
conditional grant to defray their operating costs. 
These funds are transferred to the hospitals, but 
there remain concerns about facility autonomy, 
capacity, and accountability. 

• Beyond these conditional grants, counties have the 
discretion to authorize public facilities to retain 
and spend any funds they generate from user fees 
and health insurance reimbursements. While some 
counties have granted financial autonomy to 
health facilities (e.g. Makueni), most counties have 
not. 

• This is especially challenging for level 4 and 5 
hospitals that have less financial autonomy than 
they had before devolution. 

Balance 
11.1%

Conditional grants from 
the National 

Government (e.g. 
reimbursement for user 
fees forgone, Afya Care 

pilot) 5.3%

Conditional 
grants from 
donors (e.g. 
GFF, DANIDA 
funding) 7.6%

Own source 
revenue 11.3%

Equitable share 
64.7%

Source: Controller of Budgets FY 2018/19

Figure 3: County revenue, FY 2018/19

Levels of health care provision

•Level 1: Community health units
•Level 2: Dispensaries
•Level 3: Health centers
•Level 4: Primary hospitals (previously district 

hospitals)
•Level 5: County referral hospitals (previously 

provincial hospitals)
•Level 6: National referral hospitals

Providers in levels 1-5 fall under the purview of 
county governments, while level 6 is managed by 
the national government. The levels also apply to 
private providers, but they are not listed here.

Source: Kenya National Bureau of Statistics 
2020

Number of public and private 
health facilities by level, 2019

Level 2 10,671

Level 3 2,313

Level 4 782

Level 5 18

Level 6 6

Total 13,790
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Results
• Figure 4 shows funding flows in the post-devolution period. A solid yellow line 

denotes a financial transfer, while a solid red line shows in-kind transfers to health 
facilities. A dotted yellow line is used to depict control over budget allocation 
decisions. 

• There are considerable variations across counties in what funds facilities collect, 
retain, and spend, and between primary care facilities (levels 2 and 3) and hospitals 
(levels 4 and 5), as shown in Figure 5.

• There is currently no standard source of information about how much revenue public 
facilities generates, how much they can retain, how much they transfer to the County 
Revenue Fund, and how much is spent by the county on their behalf.

Figure 4: Flow of funds at the county level

Primary care facilities in Isiolo, Kilifi, and Makueni receive 
conditional grants from the National Government and donors 
and reimbursements from NHIF.

Primary care facilities in Isiolo, Kilifi, and Makueni can retain and 
spend the funds they collect (i.e. payments from NHIF).

Hospitals in Isiolo and Kilifi cannot retain the funds they collect 
(i.e. payments from NHIF and user fees) but they have the 
authority to do so in Makueni.

Hospitals in Isiolo transfer all funds they collect from the 
facility’s bank account to the County Revenue Fund.

While Kilifi has passed legislation to allow all health facilities 
including hospitals to retain and spend funds, the law has not 
been implemented, and hospitals continue to remit their 
revenue to the County Revenue Fund. 

In Makueni, an executive order allows all hospitals to retain and 
spend their revenue from user fees and NHIF payments. 

Figure 5: Variation in flow of funds to health facilities across 3 focus counties
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Conclusion
• Some purchasing arrangements offer immediate opportunities for strengthening strategic 

purchasing of primary health care, while others may prove harder to reform in the near 
term.

• Several counties are now exploring ways to give health facilities greater autonomy, a key 
opportunity to make purchasing more effective.

• There is a need for timely and detailed information on the flow of funds to health 
facilities from different sources which is essential for making purchasing more strategic.

SP4PHC is a project that ThinkWell is implementing in partnership with government agencies and local research institutions in five countries, with support 
from a grant from the Bill & Melinda Gates Foundation. For more information, please visit our website at https://thinkwell.global/projects/sp4phc/. For 
questions, please write to us at sp4phc@thinkwell.global.

Read the full report here. 

Key Findings

• CDOH are the main purchasers of 
primary and secondary care services 
and do so using a range of purchasing 
arrangements.

• CDOH can grant public facilities the 
authority to retain and spend own 
source revenue; in practice few have, 
which limits the potential for strategic 
purchasing.

• The nature of flow of funds to providers 
is complex and varies across counties as 
well as types of public providers.
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