POLICY BRIEF
JAN 2026

Social Health Insurance Reforms
in Kenya and its Progress Toward
Universal Health Coverage

Authored by Collins N3uya
www.ipfglobal.or.ke




Introduction

In October 2024, Kenya implemented Social Health
Insurance (SHI) reforms with the aim of achieving
Universal Health Coverage (UHC). One vyear into
implementation, the reform has generated mixed
outcomes, with both gains and setbacks. This brief
assesses the progress of key reform elements: government
funding (the Primary Health Care Fund and the
Emergency, Chronic, and Critical Illness Fund) to SHI, the
digitization of claims and reimbursement processes, the
standardization of the benefit package and tariffs, and the
introduction of a 2.75 percent salary-based contribution

for formal sector employees.

There is currently no comprehensive assessment of the
2024 SHI reforms on the achievement of UHC in Kenya.

Much of the available research work was generated before

or during the early stages of SHI reforms implementation,
using data available at that time.'! However, a year after
implementation began, few publications have examined
the impact of the reforms, identified key challenges, or
This paper

secondary data to fill this gap across several reform

provided recommendations. draws on
elements and serves as a guide for future studies. SHI
reforms remain partly effective as the Primary Health Care
Fund (PHCF) and the Emergency, Chronic and Critical
Illness Fund (ECCIF) remain underfunded, facilities
continue to engage in fraudulent practices, essential service
access remains limited for beneficiaries, and legal
challenges against the SHA persist, highlighting the need

to strengthen the reforms already in place.




SHI Reforms and Thelr Progress One Year

After Implementation”

1L.Establishment of Government Fundi
Primary Health Care Fund (PHCF) and
Emergency Chronic and Ciritical Iliness Fund
(ECCIFy

Modest Growth in Actual PHCF and ECCIF Annual Allocations, Yet
Remains Far Below What is Required
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Despite increased allocations to the PHCF and
ECCIF since FY 2024/25, these health funds remain
underfunded. In FY 2025/26, allocations to these two
funds increased significantly, by 84.51% and 60%,
respectively.’ Nevertheless, the current funding of Ksh
13.1 billion and Ksh 8 billion remain far below the
estimated costs, Ksh 58 billion for PHCF and Ksh 46
billion for ECCIFE’ The funding gap is potentially
attributed to insufficient domestic revenue to fully fund
the national budget, in addition to rising debt-service
obligations, which continue to constrain the fiscal space
for budget allocations. The government should strengthen
mobilization and utilization by

domestic  resoutce

expanding the tax base, improving tax compliance,

reducing wastage, and ensuring efficient budget execution.

2. Digitization of Social Health Insurance Processes’

The continuous digitization of SHI processes was introduced
to reduce fraud and enhance efficiency but has not fully
achieved its intended impact. The government has been
significantly scaling up the digitization of processes and
services through an information system.7 However, the fact
that some key digital processes have not yet been fully
implemented has led to persistent cases of facility-level fraud
that continue to undermine efficiency, weaken the effective use
of pooled resources and slow progress toward Universal
Health Coverage (UHC). For
implementation of Biometric Health Identification (BHI),

example, incomplete

allow facilities to submit false claims, engage multiple billing,
and falsify records.8 The Social Health Authority should fast
track the rollout of BHI to all level of facilities, as it is
currently implemented only in level 4 to 6 facilities. With
features such as fingerprint verification, the BHI system aims
to prevent misuse of benefits and reduce malpractices such as
multiple billing, claims for “ghost” patients, and claims for
services never offered by facilities.




3. 2.75 percent Salary-Based SHA Contribution for
Formal Sector Employees”

Companson of NHIF and SHIF Premium Contributions by Gross Income (KSh)
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The 2.75 percent salary contribution for formal sector
employees under SHIF has enhanced equitable contribution
but has been found problematic and unlawful by the high
court of Kenya. The previous National Health Insurance Fund
graded system capped contributions at Ksh 1,700 for employees
earning above Ksh 100,000 and at Ksh 150 for those earning
below Ksh 6,000.” The new reform removes the contribution limit
and requites income employees to contribute 2.75 percent of their
salary. For example, an income earner earning Ksh 100,000 who
previously contributed Ksh 1,700 is now contributing Ksh 2,750.A
recent High Court judgement found the mandatory 2.75 percent
contribution by the formal sector to the Social Health Insurance
Fund to be problematic.* The judge ruled that mandating formal
sector contributors to pay 2.75 percent of their gross income to
SHIF after already paying income tax on the same income
constitutes double taxation and renders the regulation unlawful.
The Social Health Authority should review and revise the SHIF
contribution regulations to ensure they comply with the Income
Tax Act that guided the High Courts decision. The contribution
should be revised so that it is treated not as a tax on gross income
but as a statutory social health insurance premium, to adhere to
Part IV of the Income Tax Act, which allows only income tax to
be deducted from gross income of formal employees.

4. Standardization of Social Health Authority
Benefits Package and Tariffs.”

The standardized benefits package and tariffs have not
yet guaranteed Kenyans access to the full range of
essential health services. The equal benefit package was
designed to ensure that all covered Kenyans have equitable
to health

employment status. The revised SHA coverage remains low

access services, irrespective of income or
compared to the actual cost of services in health facilities,
particularly private ones. For example, outpatient care is set at
Ksh 900 per person per annum, while optical health services
are capped at Ksh 950 for consultation and dispensing of
eyeglasses.'” In comparison, the Kenya Demographic and
Health Survey (KIDDHS) reports an average outpatient visit cost
of Ksh 1,735 per patient per month." This forces Kenyans to
pay out of pocket for health services after they have exceeded
the tariffs cap for each year. The SHI should continuously
review and expand the standardized benefits package to ensure

full coverage of essential health services.



Conclusion

Kenya’s Social Health Insurance reforms still have gaps in areas
such as underfunding of PHCF and ECCIF, the digitization of
claiming and reimbursement process and the design of the
benefits package. Additionally, SHI coverage remains below
half of Kenya’s population, just as it was before the reforms,

indicating limited progress in expanding financial protection.
Strengthening the Social Health Insurance reforms by
increasing allocations to PHCF and ECCIE, reviewing and

expanding the standardized benefits package, and enhancing
the SHA digital system is essential to accelerating Kenya’s
progress toward Universal Health Coverage.
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