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SUMMARY

Context: TheNigerian health systemischaracterized by chronic
under funding. This has resulted in poor performance of the
health sector evident from Nigerian's poor reproductive health
indices.

Objective: Thisreview evaluates healthcarefunding in Nigeria
with respect to health budget and health expenditure, appraises
the national health insurance scheme, and examines community
health care financing as a plausible option to a more effective
funding of healthcarein Nigeria

Pattern of health funding in Nigeria: Federal Government
budget on health ranged from N4,835 million-N17,581.9 million
from 1996 to 2000. Thisamount represented only 2.7%-5.0% of
the total Federal Government budget. Nigerian's Total Health
Expenditure (THE) asapercentage of Gross Domestic Product
(GDP) islow ranging between 4.3 %-5.5 % from 1996-2005.
Genera Government Health Expenditure (GGHE) aspercentage
of THE isalso low ranging from 21.8 %-33.5 %. Private sector
expenditure on health as percentage of THE is high ranging
between 66.5 %-78.2 % from 19962005, with private households
out of pocket accounting for 90.4 %-95.0 % over the period.
Social security fund had no contribution to the general
government expenditure over the 10-year period. The National
Health Insurance Scheme (NHIS) currently covers only the
formal sector of 4.5 million people (3.2 %) of the population.
Community-based healthcarefinancing (CBHF): Community-
based healthcare financing has been recognized asacommunity-
friendly and community-driven initiative that hasawider reach
and coverage of theinformal sector especially if well designed.
Experience with the Anambra State CBHF scheme, and a few
other similar schemesin Nigeriaindicate high acceptability of
the peopleto CBHF scheme.

Conclusion and Recommendations: Government and non-
governmental organizations should collective develop various
forms of CBHF to reach out widely to Nigerians.
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INTRODUCTION

Nigeria, with a population of 140 million, is the most
populous country in Africa. Unfortunately, Nigerian health
sector, a foremost social service sector has never redly fared
well, primarily dueto itschronic underfunding, the sector having
to compete with other equally important social service sectors
education, housing, transportation, environment, and security.
Over the years, until the recent Nigerian debt relief, fund that
would have been used for theimprovement of social servicesin
Nigeria had been employed for the servicing of Nigeria's huge
external debt, which had gulped as much as one third of the
country's national budget. Little wonder then that Nigeria was
ranked adismal 187th position among the 191 United Nations
member Statesin health system performance by the World Hedlth
organization (WHO) in 2000, being only ahead of Democratic
Republic of Congo, the Central African Republic, Myanmar, and
Serraleonet!

Itisnot surprising therefore that many Nigeriansespecially
women and children and in particular the poorest of the poor,
die from avoidable health problems such as preventable
infectious diseases, malnutrition, as well as complications of
pregnancy and child birth. This of course has translated to a
perpetually tragically low life expectancy for Nigerians aslow
as43yearsfor 2006.2 It hasbeen reported for examplethat Nigeria
isone of the countriesthat has had no significant improvement
in child survival over the past 40 years.> Compared to other
African countries, Nigeriahad amere 10 % reduction in under-5
mortality rate (USMR) whilst Ghana, Cameroon, and Kenya
achieved 53 %, 40 %, and 42 % reductions respectively.* The
poor standing of Nigeriain healthisclearly evident fromitsun-
salutary reproductive health indices, some of which are shown
inTable1.

The Nigerian health system in genera is believed to be
characterized by not only low public sector funding but also
poor staff motivation and inequitable accessto health.® Financing
healthcare in Nigeria has continued to present formidable
challenges to government, academics and policy experts.” The
model s of financing healthcarein many devel oped countriesare
rarely applicable in Nigeria because of limited institutional
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capacity, paucity of dataon health status and service utilization,
corruption, unstable economic and political climates and
consumers low level of awareness of health devel opment issues.
There are two main approaches to healthcare financing the
public and private approaches. The public approach includes
general tax revenue (direct and indirect tax), loan-deficit
financing, grants and insurance; while the private approaches
include user feesi.e. fees-for-service, empl oyer-financed scheme,
insurance (employee or individual paid), and community
financing options. Patients, currently, haveincreasingly shared
in the financing of government health services through the
payment of consultation charges and the purchase of drugs
and other renewable items because the health institutions have
inadequate government provision. Against this backdrop,
several African government have proposed the introduction or
expansion of insurance-based healthcare financing, to raise
additional revenue to fund the cost of healthcare provision as
well asdiminishfinancia barriersto obtaining health care at the
timeof illness.®

Health insurance is a system where individuals prepay
amounts to a company, which assumes responsibility for the
costs of health care rendered. In other words, health insurance
is a socia security system that guarantees the provision of
needed health services to persons on the payment of token
contributions at regular intervals. The uncertainties about the
timing and form of future health care consumption and
consequently the cost of that consumption, have led to demand
for health insurance. Health insurance increases welfare by
spreading the risk of financial loss due to illness and therefore
maintainsincome. It also relievesaconsumer of concerns about
health care prices and income constraint at the time of illness.
Health insurance scheme hastwo primefunctions. Thefirstisa
financial function - to provide apool of fundsto cover al or (in
government subsidized schemes) part, of the cost of health care
for those who contribute to the pool; and to encourage providers
and consumersto use health servicesin a cost-effective manner.
The second prime function is socia, including social equity. It
removesfinancial barriersto obtaining health care at thetime of
illness for the vulnerable groups in the society, i.e. the very
young and elderly, and the chronically ill, most of who areinthe
low-income groups and/or require expensive health care.

Table 1: Some Nigerian's Reproductive Health statistic.®

Total fertility rate (2008) 57%
Contraceptive prevalence rate (2008) 15%

Unmet need for family planning (2008)  20.2 %

Teenage pregnancy rate (2008) 23%
Girlsmarried before 15 years 25%

Maternal mortality rate (2008) 545 per 100,000
Life-timerisk 1in16

New born mortality rate (2008)
Infant mortality rate (2008)
Under-5 mortality rate (2008)

40 per 1000 live births
75 per 1000 live births
157 per 1000 live births

Male adult literacy rate (2008) 744 %
Female adult literacy rate (2008) 54.0%
Life expectancy (2006) 43 years
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Some African countries like Nigeria®, Ghana'®, and
Zimbabwe8, haveintroduced variousforms of National Health
Insurance. However Community Healthcare Financing whichis
essentially household co-financing seemsto be amore favoured
health care financing option than National Health Insurance
because of the inadequacy of the administrative network for
collecting premiumson anational basisand thelimited coverage
attainable using pay-roll based contributions.*

UN agencies, donor organizations, and African Health
Ministers have advocated policies that endorse community
financing of the public healthinAfrica. Many financing schemes
in Africa are based on fee-for-service. It is only recently that
someAfrican countrieslike Nigeria, Ghana, Zaire, Burundi, and
Guinea Bissau have tried rural health insurance schemes, with
benefits and administrative arrangement that vary from country
to country.

This review evaluates health care funding in Nigeriawith
respect to health budget and health expenditure, appraises the
National Health Insurance Scheme, and examines community
health care financing as a plausible option towards rapid
development of effective funding of health carein Nigeria

Pattern of health budget and expenditurein Nigeria

Between 1996 and 2000 Federa budgetary alocation to
health in Nigeria has ranged from N4,838 million in 1996 to
N17,581.9 millionintheyear 2000. Health budget asapercentage
of Total Federal Government budget had adopted a rather
irregular pattern fromaslow as3.4 %in 1996, increasingtojust
5.0 % in 1997 and declining to a paltry 2.7% in the year 2000.
Thisirregularity in pattern hasalso beenreflected inthealocation
to capital expenditurewhich had ranged from N1,659.6 millionto
N11,579.6 million over the period of 1996 to 2000 Table 2.%?
Irregularity in pattern of percentage health budget in relation to
the total federal budget and also in the percentage budgetary
alocations to capital expenditure does not necessarily reflect
revenueyield tofederal government whichwould have ordinarily
influenced allocations in yearly proportions, but infact may
connote the lack of plan in health systems and health services
projectionswhich had not taken cognizance of theincreasingly
declining health servicesto the people. The overall percentage
of health budget to total federal budget which fallsbelow 5% s
afar cry from the WHO'srecommendation of 15% health budget
to total national budget. Federal government estimates has it
that public funding on health isin the range of 1-2% of GDP*®
TheWorld Bank however gavealower estimate of 0.3 % of GDP
for the period of 1990-1996' and 0.2 %in 1990-1998.1° These are
very low figures when compared with the average for sub-
Saharan Africa, whichwas 2.6 % for 1990-1996, from the same
source and also the 5% recommended by WHO. This situation
has not changed over the years. Even as recent as 2007, the
Human Development Report of the UNDP classified Nigeria
under the lowest percentage spending category in respect of
public health expenditure as percentage of GDP which wasstill
aslowas1.4%! A summary of the Nigeria-National expenditure
on health from 1996-2005 isgivenin Table 3.

Nigeridstotal expenditure on health as percentage of GDP
has been reported to fluctuate between 4.3% and 5.5 % over the
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Table 2: Federal capital and recurrent expenditure on health 1996-2000 (N million)

(a) (b) (b)as% of () (d) (e) (e) as% of
Year Health total FGN Recurrent Capital Total federal
budget budget expenditure  expenditure expenditure expenditure
1996 4,838 3.4% 3,175.3 1,659.6 4,834.9 1.98
1997 7,343 5.0% 4,702.3 2,623.8 7,326.1 2.06
1998 11,291.9 4.6% 5,333.6 8,307.2 13,640.8 3.08
1999 13,737.3 4.5% 8,793.2 7,386.8 16,180.0 171
2000 17581.9 2.7% 8,865.6 11,579.6 20,445.2 2.92
Table 3: Nigeria-National Expenditure on Health (Naira)
Selected ratio indicators for
expenditure on health 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Expenditure ratios

Total Expenditure on health

(THE) as % of GDP 43 49 55
Financing agents measurement

General government expenditure

on health (GGHE) as % of THE 21.8 219 26.1
Private sector expenditure on
health (PvtHE) as % of THE 78.2 78.1 73.9

Social security funds as % of GGHE 0.0 0.0 0.0
Private households' out-of-pocket

as % PvtHE 94.5 94.9 95.0
Prepaid and risk-pooling plans
as % of PvtHE 2.9 25 24

29.1

70.9
0.0 0.0 0.0 0.0 0.0 0.0 0.0

94.8

5.4 4.3 5.3 5.0 4.7 4.6 4.3

335 314 256 272 304 324

665 686 744 728 69.6 67.6

927 914 904 904 904 90.4

34 5.1 6.5 6.7 6.7 6.7 6.7

period between 1996 and 2005. General government expenditure
on health as percentage of total health expenditure had been
generally low over the same period ranging between 21.8 % and
33.5%. Thisisin contradistinction to private sector expenditure
on health as percentage of total health expenditure which had
ranged from 66.5%-78.2% over the same period. Private
households' out of pocket expenses seems to constitute the
major contributor to the overall private sector expenditure on
health accounting for ashigh as 90.4% to 95.0% of private health
expenditure over the period. Prepaid and risk pooling plan has
been estimated to account for 2.4%-6.7% over the period. The
table further shows that social security fund made no
contribution whatsoever towards general government
expenditure on health, accounting for 0.0% over the 10-year
period under review. Theimplication of this statistics on health
services delivery to the Nigerian people is very obvious.
Government allocationsto health are not only poor but general
government expenditure which may infact represent funds-
released is even poorer and infact leaves more to be desired.
There is no doubt that most of the expenditure on hedlth is
borne from the people out of pocket expenses. This has grave
implication to health caredelivery for acountry where majority
of its people, infact 70 %, live below 1USD per day.'” Health
sector funding in Nigeriaislikely to receive atremendous boost
if government develops social security fund and further
encourages the improvement of prepaid and risk pooling
amongst peoplein the private sector and rural areas.

TheNational Health Insurance Scheme (NHIS)

TheFedera Ministry of Health (FMOH) set up acommittee,
whichin 1985, recommended the adoption of asocial insurance
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schemefor health care financing in the country.*® The National

Health Insurance Schemeisabody corporate established under

Act 35 of 1999 by the Federal Government of Nigeriatoimprove

the health of al Nigerians at an affordable cost. The NHIS

programmes are classified under Formal Sector, Urban Self-
employed, Rural Community, Children under Five, Permanently

Disabled Persons, and Prison Inmates Social Health Insurance

Programmes.

Stakeholdersin the NHISinclude the Federal Government,
the employees, the employers, the Health Maintenance
Organizations (HMOs), Boards of Trustees (BOTSs), and the
Health Care Providers. The payment system is by capitation or
fee-for-service. The former is the payment to a primary health
care provider by theHM Os on behalf of acontributor for services
rendered by the provider. This payment is made regularly in
advance for services to be rendered. The later payment
mechanism is made by HMO to non-capitation receiving health
care providers who render services on referral from other
approved providers.

The NHIS hasinherent paradoxes and conjectures:

«» The schemeis said to be about resource pooling and risk
sharing in order to drastically reduce the pressures on the
government for funding of health services. Ironically, with
the current design of the scheme, it has been receiving
substantial allocations from the Federal budgets, ranging
fromNO.4to N4.5billion annually.

«» The NHIS approach has been proposed to be able to
significantly improve accessto health servicesby majority
of Nigerians. Unfortunately thisis unlikely to be so since
the scheme presently targets mainly those in the formal
sector of employment. This category of people constitutes
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only about 4.5 million, a rather insignificant number
compared to the nation's population of 140 million.
Furthermoreformal sector personnel arewage earnerswho
may even be better placed to foot their health billscompared
to therural poor who are the majority of Nigerians.

+ The NHIS has been proposed to mobilize resources from
multi-nationals such Shell, Chevron, Nigerian National
Petroleum Corporation, Central Bank of Nigeria, etc., along
with contributionsfrom employeesfrom smaller companies
toimprove the quality of health services of the mgjority of
Nigerians. Thelikelihood of thisoccurring israther remote
sincethese organizationsare likely to develop their Health
Management Organizations, health centres or other health
carearrangementsto cater specifically for their employees.
«Finaly, the design of the NHISisatypica “Top-Down”
approach, rather than “Bottom-Up” approach which is
unlikely to promote a sense of scheme ownership and
sustainability.*®
Thedesign of the NHI S as proposed at itslaunching on 6th

July 2005 is unlikely to promote relevance, equity, cost-
effectiveness and quality delivery of health services making it
imperative that alternative health care financing option needs
to beexplored. Morerecently following the presidential directive
of auniversal health insurance coveragefor Nigeriansby 2015,
moremoney hasbeen allocated for the NHI S especially fromthe
Millennium Development Goals (MDGs) fund and yet moreis
being expected from the consolidated funds following the
passage of the National Health Bills. Infact the Executive
Secretary of the NHIS has recently proposed that the scheme
will requireawhooping N646.8 billion annually to provide health
care coverage to the country's poor and vulnerable 70 %,
representing about 98 million people and further announced the
development of a blue print to roll out informal sector health
insurance carein Nigeria.?

Community-Based Healthcar e Financing (CBHF)
Community health care financing may be defined as
voluntary contributions made by individuals, families, or
community groups to support the cost of health care services,
with particular emphasison primary health care.?? Thissupport
may cover partially or fully the cost of running such services.
The contributions could bein cash, kind, or labour. Community
financing alternatives include private donations, community
contributions in kind; special fund-raising events; income-
generating schemes; and individual fees for service in form of
pre-payment, standard payment for all services, payment for
cost of materials.?® Unlike many insurance schemes, CBHF
schemes are typically based on the concepts of mutual aid and
social solidarity and aretypically designed by and for peoplein
the informal and rura sector who are unable to get adequate
public, private, or employer-sponsored health insurance.?
Well organized and sustained small CBHF schemes can
develop to strong and acceptable socia health insurance system.
Thisistrue of the health insurance systems currently operating
in Germany, Japan, and Korea. Today's CBHF schemes are
operated inamanner similar to thefriendly societieswhich existed
inlarge numbersin the United Kingdom during the 19th century
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and also thetraditional solidarity or welfare mechanismsinWest
Africa.

In recent timesinterest in the devel opment of CBHF scheme
inlow income countries such as Nigeria has becomeinevitable
for thefollowing reasons: The wide spread introduction of user
fees for public health services in many developing countries
particularly of sub-Saharan Africawhich occurredin the 1980s
and 1990s a typical example is that following the Structural
Adjustment Program (SAP) introduced in Nigeriain 1988; %%
the virtual collapse of government health care services
witnessed especialy in poverty and war stricken countries of
sub-Saharan Africa; the increasing role of private health care
providers towards bridging health care gap consequent upon
the collapse of public health services, evenin rural communities
and the obvious difficulty likely to be encountered in the
expansion of formal health insurance to the informal sector.?
CBHF enablesanincreasein financial access, utilization of health
services, resource mobilization and quality of health care
servicesthrough community effort. It reducesthe out-of - pocket
expenses payable by people seeking health care thereby leading
to morefrequent utilization of health care servicesand lessdelay
in seeking care.?*

Thelocal communitiesplay agreat rolein the determination
of benefit packagesin a CBHF based on needs, priorities and
community member's ability to pay. Payments of premium to
schemes can be adjusted to suit community membersfor example
annual payment which may be carried out at a time following
harvest and sale of farm produce as may occur in apredominantly
farming community. Financial accesscan also beincreasedina
CBHF through the negotiation of lower rates for services by
providers thereby enabling members to get more services for
their money. CBHF schemes are usually organized in such a
manner as to encourage community participation whereby
community members have a stake in the election of scheme
managers and also in the oversight of the scheme. Government
and other higher level bodies can usually play animportant role
towards the successful outcome of a CBHF. This can bein the
form of coordinating and facilitating technical assistance to
scheme, training scheme managers and financial controllers,
advocacy and dissemination of best practices as well as
monitoring and evaluation of the scheme. It can also accredit
and oversee CBHF schemes and develop legislation towards
the schemes sustainability. Government can also co-finance
CBHF through contributions in personnel, equipments, and
infrastructure. In general the unlikelihood of arural or informal
sector health financing schemeto have enough fundsto sustain
itself inlow income countries has been highlighted. Such CBHF
schemes should therefore supplement government health care
budget rather than standing alone.?

Sustainability has been a magjor concern regarding CBHF
scheme. Sustainability refers to the ability of the scheme to
continue operation over time. It hasmany dimensionsto it which
includes social, managerial, political and financial. Amongst
major drawbacks to sustainability includes inexperience
management, specific scheme design flaw, inadeguate dues
collection and the lack of institutional development. It is now
thought that reinsurance (that isinsuring the CBHF scheme by
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larger insurance scheme) could be away of obviating the problem
of un-sustainability of the CBHF scheme.

Apart from sustai nability, CBHF may have other drawbacks
which may include not only poor premium collection, poor
design and management i nexperienced as mentioned earlier but
aso problems related to intra-communal leadership squabbles
and resistance from health workers to the newly introduced
scheme. Inspite of this there is no doubt the scheme holds
potentialstowards wider reach and greater acceptability by the
low income population especially intherural areas.

Brief on theAnambra Sate Community Healthcar eFinancing

Scheme
Disturbed by the paucity of funds available for health

services in the State and its deleterious impact on health care

delivery, theAnambra State government through its Ministry of

Health, in 2004 conceptualized and implemented the Anambra

State Government/Community Healthcare co-financing scheme

essentially to make additional funds availablefor the provision

of quality health services to the people especially at primary
health carelevel. The scheme has been defined asacommunity-
based, community-driven, and community-friendly healthcare
initiative that harnesses all available financial, human, and
material resources in health to facilitate an accessible and
affordable healthcare delivery to the community making use of
an articul ated government-community healthcare partnership.?”

% The scheme was initially piloted in 10 communities drawn

from across the three senatoria districts of Anambra State.

Structurally the scheme was constituted of :

1 Thegovernment which through its community health care
financing committee carried out advocacy, sensitization,
and relevant trainingsfor the communitiesand stakeholders;
refurbished the health centresinvolved in the schemewhile
supplying them with basic equipments and seed drugs;
deployed health personnel to these centreswhileretraining
them where necessary; and monitored the implementation
of the scheme. The government was also responsible for
the devel opment of | egislativeissuesrelated to the scheme.

2. The Community Health Committee (CHC) constituting of
members drawn from segments of the community to which
are added representative of government. The CHC is the
highest governing body of the scheme and the mouth piece
of the community.

3. The Health Management Organization (HMO) a
mai ntenance organization that sees to the smooth running
of the scheme and constitutes a go-between for the health
facility and the community.

4. The health facility harbors the health services under the
scheme and is sufficiently equipped to render quality care
at primary health carelevel.

5. Thecommunity thisisthe beneficiary to the scheme and
contributes membership into the community health
committeefrom thevariousvillages of the community. The
community also provided the unskilled work force in the
health facility such as cleaners, care takers, and security
men. Every member of the community isencouragedtojoin
the scheme through payment of prescribed premium.
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The premium, as determined by members of the community
was N100 and N50 respectively per adult per month and per
child per month. Therange of servicesgivenwasthat obtainable
at primary health carelevel. An effectivereferral mechanismwas
also put in place. The scheme was well received by the pilot
communitiesand was clamored for by communitiesthat did not
participate in the pilot scheme. The launching and flag-off of
the scheme in each community was greeted by celebration and
represented an opportunity to attract donations towards the
improvement of the scheme. Amongst philanthropic donations
given during such launching includes buses, refrigerators,
ambulances, drugs, cash donation and even the payment of
premium for indigent membersof the communitiesover specified
period of time.

Inastudy evaluating theimpact of the Anambracommunity
health care financing scheme on maternal health servicesin one
of thepilot health communities, it wasfound that antenatal clinic
attendance and delivery increased significantly over the three
monthsfollowing oneyear of the commencement of the scheme
(Iate intervention period) compared to the first three months of
the schemesimplementation (early intervention period) Table4.
Similarly quality of care from the client perspective, together
with the availability of drugs and equipments at the centre also
showed significant improvement.? Clearly, the acceptability of
the scheme by members of the community wasindubitable.

Table 4: Distribution by utilization of maternal health services
at the health facility

Services Number of clients z p values
Early Late
intervention intervention
period period
March-May March-May
2004 2005
Antenatal Care 72 129 155  P<0.05
Delivery 33 74 124  p<0.05
CONCLUSON

In recent years the international community has displayed
an unparalleled optimism asto the positiverole CBHF will play
in meeting the health funding needs of poor communities and
increasing their accessto quality health care. A review in 1997
identified only 81 documented CBHF schemes the world over,
majority of which were in sub-Saharan Africa and Asia. The
number of CBHF schemes today can be counted in
thousands.?**® In Ghana for instance the number of CBHF
schemesgrew fromfour to 159 over atwo year period. InNigeria
CBHF has not devel oped to the extent expected of acountry of
its size and importance, and furthermore yearning for an
accelerated effective development of its health care. The
experience of the “ Towards Unity for Health Initiative” of the
WHO supported Odogbolu Health Project; the DFID supported
Primary Health Care Systems/Bamako Initiative Project in
selected Local Government Areasin Delta, Katsina, Kebbi, and
Oyo States; the Oriade Initiativein Ekiti, Ogun, Osun, and Oyo
States, aswell as the Anambra State government community
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health care co-financing scheme and reports from other
community-based initiatives, suggests that Nigerian
communities are willing and able to participate in local health
management and development.? 313238 Many stakeholders in
Nigeria as in many other low income countries yearn for the
expansion of CBHF on account of the obvious need for the
provision of quality health services to aleviate the disease
burden that is ravaging the population particularly its highly
vulnerable segments children and pregnant women. It should
be mindful however that the realization of the full potential of
the CBHF scheme is contingent upon strong design and
community ownership of such scheme. The development of
CBHF should not beleft for the NHIS. Every State government
and even Non-Governmental Organizationsin Nigeriaincluding
religious bodies should rise up to the development of oneform
of CBHF or the other to ensure a wider reach to, and indeed
wider choice health insurance cover for the Nigerian people.
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