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Abstract

In the sphere of health, social security is critical for people’s and society’s well-being. It is seen as a fundamental human right, and
its implementation helps to achieve the Millennium Development Goals. One of the conceivable organizational systems for obtaining
and pooling funds to finance health care is social health insurance. It increases access to health care by reducing catastrophic health
expenses and pooling funds to allow cross-subsidization between the wealthy and the poor, as well as between the healthy and the
sick. The social health insurance component of Nigeria’s national health insurance program is designed to cover both the formal and
informal sectors. Only 5% of the population is covered by the formal sector plan at the moment. Because of its diversity, establishing
informal sector plans has been difficult. A survey of relevant literature was used to conduct this study. Using PubMed, Science Direct,
Google Scholar, and Google Search, a comprehensive electronic literature search was conducted with search terms that included, but
were not limited to, health insurance in Nigeria, social health insurance in Nigeria, health care financing in Nigeria, and public health
financing. References cited in pertinent articles and reports led to the discovery of more publications. We only looked at papers that
were written in English. There were no date constraints on the searches. On the one side, social health insurance pools people’s
health risks, while on the other, contributions from individuals, households, businesses, and the government are pooled. As a result,
it protects people against financial and health risks while also being a generally equitable manner of paying health care. Overall, it is
critical to maintain and improve a social health insurance system in Nigeria in order to provide inexpensive health care to the entire
population. This would significantly cut out-of-pocket spending and improve risk sharing across income categories, age groups,
people with varying health statuses, and those living in different geographic areas.

Keywords: Social Health Insurance, Health Insurance in Nigeria, Social Health Insurance in Nigeria, Health Care Financing in

Nigeria, and Public Health Financing

Introduction

Universal health coverage is a global goal that all nations,
regions,and states have agreed to pursue[1]. Universal Health
Coverage (UHC) is defined by the World Health Organization
as a manner of arranging, delivering, and financing health
services in such a way that “all individuals can get the
health care they need without facing financial hardship” [2].
It has two features: first, it covers everyone with a bundle
of high-quality essential health services; and second, it
provides financial protection from healthcare expenditures,
particularly at the time-of-service delivery [2,3]. The goal

of safeguarding people from financial problems and social
inequalities is embedded in the definition of UHC [1,4].

In recent years, many low and middle-income nations,
including Nigeria, have prioritized equal access to high-
quality healthcare as part of their efforts to achieve
universal health coverage (UHC). Financial security, which
refers to how much people must spend out of pocket, is a
critical component of establishing universal health coverage
[4]. There is strong evidence that relying on out-of-pocket
payments (OOP) as the primary payment source for
healthcare has a negative impact on demand for services, as
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well as increasing household financial burdens, leading to
impoverishment [5-7]. Furthermore, evidence suggests that
per capita health spending in many low- and middle-income
nations is projected to rise quickly in the long run [8-10,4].

Good health is necessary for economic and social
growth, according to a report published by the World Health
Organization (WHO) in 2003. Workers must be healthy
in order to work, and children must be healthy in order to
go to school and participate in other activities [4]. At the
same time, bad health has another serious consequence: it
causes poverty since high medical bills can ruin families [2].
A substantial amount of evidence has indicated that health-
care costs are a major source of poverty [11,12]. It has been
proven that inadequate prevention and lack of reasonable
access to basic health care are the primary causes of poor
health in underdeveloped countries [4]. A lack of risk
sharing and health insurance causes health-related poverty
[2]. Many countries are now searching for a panacea in the
shape of formally mandated social health insurance (SHI),
which is funded by payroll taxes.

Along with taxation, private health insurance, community
insurance, and others, social health insurance (SHI) is one
of the available organizational systems for obtaining and
pooling funds to support health care [13]. It increases access
to health care by reducing catastrophic health expenses
and pooling funds to allow cross-subsidization between
the wealthy and the poor, as well as between the healthy
and the sick [1]. Over time, such schemes have evolved to
represent a variety of funding mechanisms, both voluntary
and involuntary, with the underlying goal of providing
everyone with the option of enrolling in at least one type of
mechanism that allows financial risks to be shared [14]. This
could include a mix of different sorts of insurance payment
for some types of health services, as well as government
money for others [1].

The SHI is aimed to cover both the formal and informal
sectors of Nigeria’'s national health insurance plan (NHIS).
Only 5% of the population is covered by the formal sector
plan at the moment [1,14]. The diversity of the informal
sector, which includes the urban self-employed, rural
community, children under the age of five, permanently
disabled persons, prison inmates, tertiary institutions and
voluntary participants, and armed forces, police, and other
uniformed services, has made setting up informal sector
schemes difficult [14,15]. The key difficulty is generating
sufficient cash from a diverse collection of people to finance
health services without overburdening formal sector workers
[1]. This article provides information on the notion of social
health finance, which is critical evidence for enhancing
financial risk protection for the majority of Nigerians as the
country works toward achieving Universal Health Coverage
[15]. The research also looks at the differences across main
health finance methods in terms of mobilization, resource
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pooling, and purchasing functions. Finally, it discusses health
insurance funding sources in Nigeria.

Methodology

A survey of relevant literature was used to conduct
this study. Using PubMed, Science Direct, Google Scholar,
and Google Search, a comprehensive electronic literature
search was conducted with search terms that included,
but were not limited to, health insurance in Nigeria, social
health insurance in Nigeria, health care financing in Nigeria,
and public health financing in Nigeria. References cited in
pertinent articles and reports led to the discovery of more
publications. We only looked at papers that were written in
English. There were no date constraints on the searches.

The Concept of Social Health Insurance

In the sphere of health, social security is critical for
people’s and society’s well-being. It is seen as a fundamental
human right, and its implementation helps to achieve
the Millennium Development Goals. According to the
International Labor Organization (ILO), the World Health
Organization (WHO), and the Deutsche Gesellschaft fiir
Technische Zusammenarbeit (GTZ), social protection in
health is a tool for reducing poverty, promoting social and
economic development, and smoothing the negative effects
of illness on productivity, absenteeism, and the use of
private income or savings for health costs [16]. It has been
shown that many people in Africa have been unable to pay
for medical care in recent decades, with out-of-pocket costs
accounting for more than half of overall health spending
[16]. In light of this, maintaining and improving a social
health insurance system in African countries such as Nigeria
is critical in order to provide inexpensive health care to the
entire population. This would significantly cut out-of-pocket
spending while also enhancing risk sharing among people of
various income levels, ages, health statuses, and geographical
locations [16,17].

The cultural roots of Social Health Insurance (SHI) can be
found in the societies that gave birth to it [18,19]. Germany
is frequently credited with inventing this method to health
insurance because, in 1883, it was the first western European
country to codify existing volunteer organizations into
required state-supervised legislation [20]. SHI (Social Health
Insurance) is a risk-pooling-based method of financing and
managing health care [21]. On the one hand, SHI takes into
account people’s health risks, while on the other, it takes
into account the contributions of individuals, households,
businesses, and the government. As a result, it protects
people against financial and health risks while also being a
generally equitable manner of paying health care [22,23].
Despite attempts, few least-developed and low-middle-
income countries have been able to adequately extend SHI
coverage. The majority of countries rely on tax-funded
financing, which is also generally equitable [2]. Working
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people and their employers, as well as the self-employed,
typically pay contributions that cover a package of services
provided to insures and their dependents in more mature
European SHI systems. Most of the time, they are legally
obligated to make these donations [13]. Many governments
also provide financial support to these systems in order to
ensure or improve their long-term viability [13].

There have been a lot of differences in how SHI
systems have grown among countries in this environment.
Contributions are sometimes pooled into a single fund,
or multiple funds compete for membership. These funds
may be managed by the government, non-governmental
groups, or parastatal organizations [16]. Contributions have
generally assured that the wealthy contribute more than
the poor, although contributions do not normally vary with
health status [13]. SHI systems have progressed as time has
passed. Governments, for example, have expanded coverage
to persons who are unable to pay, such as the impoverished
and jobless, by covering or subsidizing their contributions
using government tax or non-tax resources [18]. These days,
no SHI system is totally funded by payroll deductions. To
account for the fact that it is impossible to exactly identify
their wages, the so-called informal sector has been included,
often at flat rates (each contributor or family makes the same
contribution regardless of wealth) [18]. The differences
between systems that people refer to as SHI are so wide these
days that even systems that rely on voluntary enrolment
are sometimes referred to as SHI [13]. The underlying goal

Table 1: Core objectives of National Health Insurance.
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of using the concept appears to be that everyone is offered,
or will be offered, the right to enroll in at least one form of
mechanism that allows financial risks to be shared over time
[13]. This could include a mix of different sorts of insurance
payment for some types of health services, as well as
government money for others. As a result, the feasibility and
long-term viability of any SHI system, generally defined, will
be determined by the combination of traits it possesses [13].

Objectives and Guiding Principles Aiming at
Establishing a Fair and Sustainable National
Health Insurance Scheme

The GTZ, WHO, and ILO Social Health Insurance
Consortiumhascontinuedtosupportthe government’sefforts
to adopt national health insurance around the world [17].
The overarching architecture of national health insurance
attempts to improve financial systems in order to contribute
to better health, particularly for the poor [16]. As a result, the
national health insurance system aims to provide universal
access to health services while also coordinating with
programs and activities aimed at achieving the Millennium
Development Goals (MDG) and poverty reduction measures
(PRSP). Efforts to alleviate severe poverty, promote gender
equality, remove barriers to women’s access to healthcare,
reduce child mortality, enhance maternal health, and combat
HIV/AIDS, tuberculosis, malaria, and other diseases are all
particularly relevant in this environment [17]. As a result,
the national health insurance was created with the following
fundamental aims in consideration (Table 1).

S.No Core Objectives

Description

Introducing national health insurance coverage
1 and protecting against health-related poverty to
achieve universal access.

This includes ensuring that the poor, women, migrants, the elderly, retirees, and other

vulnerable populations are covered.

Pushing for long-term viability and solidarity
2 in financing, based on strong governance and
resource efficiency.

This results in a large reduction or elimination of user fees for vulnerable populations
like the poor, women, and children, especially for primary care.

Supporting the government’s active role in
3 facilitating, promoting, and expanding national
health insurance.

This includes assisting in the development of novel mechanisms such as community-
based micro-insurance schemes, particularly in places with limited administrative and
financial resources where statutory programs cannot provide rapid coverage. In order to
sustain small-scale schemes and assist the implementation of complete benefit packages,
links between national health insurance and innovative schemes should be developed.

Social Health
Perspective

Insurance; The Nigerian

Every year, 178 million people in developing nations
are exposed to catastrophic health costs, with more than
100 million thrown into poverty as a result of these costs
[24]. Given the high proportion of out-of-pocket health-
care spending in developing countries, it is reasonable to
conclude that health-care costs play a significant influence in
population impoverishmentand deepening poverty [17]. The
poor are frequently burdened financially by illness and the
resulting loss of income and savings. Illness frequently leads
to a medical poverty trap. In order to cope with the financial
burden of ill health, it has been observed that households

often use welfare threatening strategies, for example selling
assets such as land [21]. From an economic point of view,
lack of access to health services affects the competitive
capacity of economies in international markets, and from a
social point of view, improved access to services and related
improved equity are leading to social development and help
to promote social peace and stability [16].

In Nigeria and many other Low- and Middle-Income
Countries (LMICs), Social Health Insurance Schemes (SHIS)
are seen as one of the most important methods for ensuring
financial security and Universal Health Care (UHC) for their
inhabitants [25,4]. High Out-of-Pocket Expenditure (OOPE)
is a major impediment to achieving UHC in Nigeria, where
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OOPE accounts for more than 70% oftotal health expenditure,
the highest in Africa [4,23]. A variety of health reforms and
health finance measures have been implemented in Nigeria
in order to minimize the country’s high OOPE. One of these
reforms is the National Health Act, which was signed into law
in 2014 and includes a key provision of a basic healthcare
provision fund comprised of not less than 1% of the federal
consolidated revenue fund, which is disbursed to all eligible
States in part (about 45 percent of the fund) in addition to
the annual budget allocation to health [26]. States have been
given rules and standards to follow in order to gain access to
these funds, which includes the implementation of state SHIS.
This is based on the premise that Social Health Insurance
(SHI) will give financial security, reducing catastrophic OOPE
while also providing access to basic health services of high

quality [4].

SHIS have the potential to effectively help a country move
toward UHC by mobilizing additional domestic resources
for health through premiums/contributions, implementing
critical organizational change for improved health system
quality and efficiency, and providing better coverage
through increased financial risk protection, particularly for
the poor [4]. Contributory health insurance programs, on the
other hand, are not wholly new in Nigeria. Due to a variety
of issues, including low administrative capacity, small/
fragmented risk pools, and financial sustainability, a National
Health Insurance Scheme (NHIS) and several community-
based health insurance schemes have been implemented
with mediocre results, such as extremely low coverage and
failed/collapsed schemes [27].

Additionally, Nigeria operates a three-tier federal system
of government, each of which is autonomous and has its own
executive and legislative branches [15]. Local governments,
which make up the third tier of government, have lost a lot of
autonomy over the years as state governments have gained
more authority over local government administration and
funding [28]. Because health is on the concurrent legislative
list in Nigeria, both the federal, state, and local governments
are responsible for mobilizing and deploying resources
for the provision of health services within their respective
jurisdictions [15]. Understanding the performance of
different health finance mechanisms in Nigeria, as well
as the changes that need to be made to their roles to offer
better financial risk protection, is critical [15]. It is also
valuable to understand the bottlenecks that constrain the
implementation of financing mechanisms such as social
health insurance that can ensure financial risk protection to
most Nigerians. These will help to significantly increase the
level of financial risk protection in Nigeria in line with the
requirement for achieving UHC [15].

The Nigerian National Health Insurance

Scheme (NHIS)

The Nigerian National Health Insurance Scheme (NHIS)
was developed in 1999 and officially started in 2005 with the
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goal of protecting users from financial risk and reducing the
enormous burden of Out-of-Pocket Expenditures (OOPs) on
individuals and households [29]. The NHIS offers a variety
of programs to ensure that no one is left out, including social
health insurance for formal sector employees, community-
based health insurance, private health insurance, and
voluntary health insurance [30]. The NHIS’ goal of providing
all Nigerians with access to high-quality health care has
also been considered as a positive step toward achieving
universal health coverage (UHC) [30,31]. However, research
suggests that the NHIS has failed to accomplish the intended
population coverage while also protecting against financial
risk [15]. Out-of-pocket expenses account for approximately
90% of total private health spending, putting a substantial
financial strain on households, and about 60% of all
health spending is paid for directly by households without
insurance [32,33].

Going forward, Health Maintenance Organizations
(HMOs) purchase care on behalf of the National Health
Insurance of USA, and Nigeria adapted the HMO system in
1999 [34]. Private organizations were encouraged to form
HMOs when the National Health Insurance Scheme (NHIS)
was established [34]. The NHIS Act authorized HMOs to act as
agents for the NHIS, and it should encompass both the public
and private sectors [34]. HMOs were recruited to provide the
Nigerian National Health Insurance Scheme’s (NHIS) Formal
Sector Health Insurance Program (FSSHIP) a private sector
makeover. The scheme’s founders claimed that the country’s
social system was riddled with flaws and lacked checks and
balances [35]. As a result, health policymakers proposed a
health-insurance system in which HMOs act as agents for
the NHIS, purchasing health services from both public and
private providers [29,34]. HMOs are private-sector-driven
organizations that are expected to plug leaks caused by poor
public-sector management [36]. According to Alawode and
Adewole [29], the National Health Insurance Scheme has the
following goals:

a) Ensurethatevery Nigerian has access to good health
care services.

b) Protect families from the financial hardship of huge
medical bills.

c) Limit the rise in the cost of health care services.

d) Ensure equitable distribution of health care costs
among different income groups.

e) Maintain high standards of health care delivery
services within the Scheme.

f)  Ensure efficiency in health care services.

g) Improve and harness private sector participation in
the provision of health care services;

h) Ensure equitable distribution of health facilities
within the Federation.
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i)  Ensure appropriate patronage of all levels of health
care.

j)  Ensure the availability of funds to the health sector
for improved services.

Health Financing Mechanisms in Nigeria

Understanding the current state of health finance
in Nigeria, particularly in contrast to national, regional,
and global goals and targets, is critical for establishing
evidence-based interventions to enhance the financing
of healthcare services in the country [34]. Furthermore,
because health financing is one of the foundations of the
health system, its level of functionality has a direct impact
on the health system’s overall performance [37]. The poor
functioning of the health financing building block, which is
characterized by low public spending, extremely high out-
of-pocket spending, a high incidence of catastrophic health
spending, and impoverishment due to healthcare spending,
is a persistent and major weakness of the country’s health
system [38,39,37]. A holistic grasp of political, economic, and
other institutional elements that either inhibit or promote
the implementation of alternative financing mechanisms in
different situations in Nigeria is clearly a knowledge deficit
in Nigeria [37]. This knowledge will be important in helping

Table 2: Features of major health financing mechanisms in Nigeria.
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Nigeria shape policy and programmatic options that would
improve health finance and expedite the country’s progress
toward achieving Universal Health Coverage (UHC) [15].
However, opportunities abound for Nigeria to increase
coverage with social health insurance and other financial
risk protection mechanisms and ultimately substantially
improve the functioning of the health system with healthy
citizens [37,40].

According to Onwujekwe et al. [15], the major health
financing mechanisms in Nigeria are:

(i) government budget using general tax revenue.
(ii) direct out-of-pocket payments;

(iii) a social insurance scheme termed the Formal Sector
Social Health Insurance Programme (FSSHIP) that is
implemented by the National health insurance scheme;
and

(iv) donor funding. Demand-side financing through
conditional cash transfers (CCT) and community-
based health insurance are two other health funding
approaches (CBHI). Table 2 shows the features of each

health financing mechanism in Nigeria.

Financing Mechanism Resource generation

Pooling and management of
funds

Purchasing of health services

FAAC’s share of the statutory
allocation Internal revenue sources
include income taxes, value-added

taxes, tariffs, government bond
sales, and special intervention
funds.

Government budget

Funds are pooled into a federation
account, which is then used to
make budgetary allocations. The
Central Bank makes quarterly
disbursements from the Ministry of
Finance to the Ministry of Health.

For line items and the overall
budget, health services are obtained
through the Ministry of Health and
affiliated organizations.

Individuals and households
generate funding for health through
(i) earnings from paid employment
and company, (ii) borrowing
from family and friends, and (iii)
charitable and philanthropic giving.

Direct out of pocket payment

Household funds are pooled and
managed by the household’s head
or a representative. There is no
central pool for revenue generated
for OOP.

Individuals and households make
direct cash payments at the point of
accessing health care. Some medical

services, such as investigations

and drugs, may be provided by a

third party, such as a diagnostic
laboratory, pharmacy, or patent
medicine distributor.

Designed to be contributory, with
employers contributing 10% and
employees contributing 5% of their
basic wage.

FSSHIP Formally launched in 2005
Covers only Federal government
employees and beneficiaries

Pooling is done centrally by NHIS
into a dedicated Bank account

HMOs are contracted to buy health

services from accredited providers

(within an established package of
care).

Premium contributions from
registered enrollees are used to
generate funds.

Community based health
insurance

Each scheme has its own pooling
mechanism.

Purchasing can be done directly
from service providers or through
third parties such as HMOs,
depending on the design.

UN agencies through UNDP’s NEX
Bilateral agencies - Country tax
revenue Development Banks -

contributions of member countries
Other sources - philanthropists,
donor cooperation, etc.

Donor funding

Each donor agency pools its funds
separately and distributes them
through grants and concessional

loans, utilizing aid modalities such

as technical assistance, project

finance, and minimal direct
budget support. Development
aid is controlled by authorized
parastatals that are sent through
regions to relevant countries, such
as Nigeria’s Ministry of Budget and
National Planning.

Services are purchased using
a variety of methods, based on
the receiving parastatal’s or
organization’s financial risk
assessment. If the financial risk is
significant, direct implementation
(by donors) or reimbursement
models are utilized, while direct
transfers are used when the financial
risk is low.
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Social Health Insurance Scheme and its

Utilization/Willingness in Nigeria

Across Africa, Asia, and Latin America, a torrent of SHI
initiatives has swept the continent. The World Health
Assembly issued a policy resolution for the World Health
Organization (WHO) in May 2005, stating that SHI would be
used by WHO to mobilize more resources for health, pool
risk, provide more equitable access to health care for the
poor, and deliver better quality health care [17]. The WHO
is pushing its member states to pursue SHI and will provide
technical assistance to those who do so [16]. SHI is being
touted by several international aid agencies, including the
World Bank, the WHO, and the German Agency for Technical
Cooperation, as a policy instrument that could help facilitate
or stimulate four desirable elements of health sector reform
as outlined in the ILO [16] report, namely:

a) When low-income countries lack sufficient tax
revenues to fund health care of a reasonable quality for
all, SHI directs public funds to subsidize premiums for
the poor rather than financing and providing universal
health care for all.

b) Freeing up public funds so they can be directed to
public health goods and services.

c) Shifting public subsidies from the supply side to
the demand side to improve the efficiency and quality
of health care. This distinguishes the responsibilities
for collecting and managing SHI funds from those for
providing health care to patients, with services hired
from distinct corporations. Patients want providers to be
accountable for the services they provide; and

d) Using nongovernmental organizations (NGOs)
and commercial providers’ capacity to improve insured
people’s access to health care through contracting.

SHI may be a solution for a significant aspect of a
country’s systemic health-care problem, but it is not always
a solution for the entire issue [15]. Many developing nations
suffer poor health. In many African countries, the average
infant mortality rate still surpasses 100 per 1,000 live births,
compared to 4 per 1,000 live births in developed economies
[16]. In addition to health-care underfunding, research has
identified at least four other factors that contribute to poor
results in developing countries, including:

a) Poorly targeted public resources disproportionately
benefit the wealthy.

b) Many countries struggle to properly and efficiently
handle their public health systems. To put it another way,
they are unable to convert money into effective and high-
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quality healthcare.

c) In terms of location and organization, public sector
primary care services do not meet the needs of rural
residents.

d) Health risks are not effectively pooled, resulting in
the exclusion of the poor, low-income, aged, and the less
healthy from insurance.

The National Health Act, which was passed into law in
2014, demonstrated Nigeria’s commitment to lowering
OOP and expanding access to excellent fundamental health
services (Cambell et al., 2016). The Act defines a legislative
foundation for the provision of health services in Nigeria, as
well as an organizational and managerial structure [4]. To
achieve this important goal of providing quality healthcare
to all Nigerians, “the Act specifies that all Nigerians shall
be entitled to a Basic Minimum Package of Health Services
(BMPHS) to be funded by a basic health care provision fund
(BHCPF) derived from contributions of not less than one
percent (1%) of the Federal Government's Consolidated
Revenue Fund (CRF) [39]. According to the BHCPF
disbursement standards, 50% of the BHCPF is expected
to go toward expanding and funding BMPHS, which States
could take advantage of by establishing a state contributory
health insurance program [4,41]. The BHCPF’s potential
and prospects have prompted many Nigerian states
(including Kaduna, Lagos, and Delta) to begin planning and
implementing a State Social Health Insurance Scheme (SHIS)
[42]. As a result of the execution of health reforms in Nigeria,
nearly 19 states have signed or are considering signing social
health plans into law and implementing them [4,29].

According to studies conducted in other low- and middle-
income nations, many people are unaware of the existence of
health insurance [43]. Similarly, studies in states in Nigeria
have reported low levels of awareness, only (28.9%) in
Ilorin, (19.3%) in Lagos and in Abakaliki (25.3%) of the
respondents had heard of health insurance before [44-47].
Only (30.1%) had heard of health insurance, and only (2.5%)
belong to health insurance scheme in Akwa Ibom State [1].
In respect to willingness to pay for a contributory health
insurance scheme, the study of Akwaowo et al. [1] in Akwa
Ibom State, Nigeria, revealed that majority of respondents
(82%) were willing to pay (WTP) for a contributory health
insurance scheme. Other studies carried out in states in
Nigeria have also reported high levels of WTP with (87%)
in Osun, (82%) in Kaduna, (89.7%) in Port Harcourt [4,44-
46]. Similar findings has also been reported in other LMICs
like Sierra Leone and Ethiopia. Indicating that rural dwellers
are willing to pay for a contributory health insurance scheme
[43,48]. Therefore, further sensitization is required for a

American Journal of Biomedical Science & Research



Am ] Biomed Sci & Res

proper utilization of social health insurance benefits.

States in Nigeria that have Commenced the
Establishment of State Health Insurance
Schemes

In order to improve access to high-quality healthcare,
the World Health Assembly in 2005 urged governments to
prioritize Universal Health Coverage (UHC). This is still a
feasible option for providing suitable preventive, curative,
and rehabilitative services to the general public at a
reasonable cost [17]. As a result, global stakeholders have
placed a high value on health-system funding structures
[22,6]. Apart from the tax-based (Beveridge model) way
of health funding, Social Health Insurance (SHI) (Bismark
model), which originated in Germany in the nineteenth
century, is one of many approaches used to address the
issues of providing access to health care services for the
poor [29]. Healthcare finance is crucial to the growth of a
country’s health system, necessitating the implementation
of long-term health financing frameworks as well as tracking
progress toward UHC [29]. Nigeria’s healthcare system
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is currently undergoing massive reforms in health-care
financingin orderto achieve Universal Health Coverage (UHC)
[1]. Nigeria’s federal government has indicated that all states
establish and operate required state health insurance plans
[49]. To this purpose, numerous states across the country
have implemented statewide health insurance plans [50].
The National Health Insurance Scheme (NHIS) now has the
mandate to protect all Nigerians from paying for healthcare
out of pocket, pursuant to the passing of the health insurance
bill. However, in order to attain UHC in Nigeria, a functioning
NHIS that follows the bill’s directives is required [1]. Several
states have begun the process of establishing State Health
Insurance Schemes to fill the coverage gap. As illustrated in
(Figure 1), a total of sixteen states are currently in various
phases of implementation [1]. These plans usually entail
the creation of a governing body to monitor the scheme’s
implementation and management [1]. They have also
created benefit packages to cover the most frequent medical
issues. State governments, on the other hand, have agreed to
provide a portion of their consolidated revenue to the plan in
order to cover premiums for the state’s poor and vulnerable
residents [1].

Bavelsa

Figure 1: States in Nigeria that have commenced the establishment of State Health Insurance Schemes.

National Health Financing Policy and Sources
of Funding

In Africa, the challenge of universal health coverage is
crucial, particularly in terms of assuring financial security

and access to necessary health care for individuals who do
not work in the formal sector [29]. A fundamental barrier
to health care finance in Nigeria is the high degree of out-
of-pocket spending and the lack of insurance mechanisms to
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pool and manage risk [29,51]. In 2006, the Federal Ministry
of Health issued the National Health Financing Policy [14].
Through the development of a fair and sustainable finance
structure, the policy aims to promote equity and access to
high-quality, affordable health care, as well as ensure a high
level of efficiency and accountability in the system [14]. The
revenue mobilization and pooling strategies to increase the
fiscal space while ensuring fair financing, including risk
protection of the vulnerable financing include:

a) Requiring federal, state, and local governments to
dedicate 15% of their total expenditures to health, as
stated in the Abuja Declaration of 2000.

b) Creating SHI and CBHI schemes under the NHIS
in order to increase coverage to the informal and rural
populations, which account for 70% of the population, as
part of a goal to achieve universal access.

c) Assistance to states in developing state-run health
insurance plans that will be regulated by the NHIS.

d) Discouragement of retainership and support for
voluntary (private) health insurance

e) Identifying, adopting, and scaling up financing
schemes that have been proved to accelerate universal
coverage, such as drug revolving fund systems, deferrals,
and exclusions, among others.

f) Harmonization of external aid and health-financing
partnerships

g) Promotion of domestic philanthropy

The term “health insurance” refers to the pooling of
health risks in order for members to get benefits owing to the
uncertainty surrounding the occurrence of illness and costs
for treating thatillness [52]. The beneficiaries of the National
Health Insurance Program are supposed to pay 15% of their
monthly salaries to the scheme, with the federal government
covering 10% and the beneficiary covering the remaining 5%
[14]. The 15 percent basic salary payroll deduction has not
been achieved, and the majority of the formal sector (federal,
state, local government, and organized private sector) has
yet to sign up for the scheme. State buy-in is still minimal,
although some private enterprises offer health insurance to
their employees, covering roughly 1% of Nigerians [14,19].
The NHIS continues to provide a small contribution to health
funds, accounting for around 2% of total health spending,
and it is hampered by low penetration, low acceptance, and
limited benefit packages [23]. The most common source of
healthcare funding is OOP from households, which accounts
for 69 percent of all healthcare spending, followed by
government funding, which is allocated from the federation
account’s general revenue to the various levels of government
based on an agreed revenue allocation formula [14].

CopyRight@ Omorogbe Owen Stephen

Conclusions

Given the existing state of main health financing
mechanisms in Nigeria, it has been noticed that service
quality is subpar, and individuals and families are not
shielded against catastrophic health costs. However,
through the National Health Act, which was signed into
law in 2014, Nigeria has demonstrated some commitment
to lowering out-of-pocket spending, which accounts for a
larger share of total private health spending and expanding
access to excellent basic health care. Overall, the findings of
this study show that, in order to improve health finance in
Nigeria, the government must dramatically raise the health
budget. Advocacy for greater money, as well as result-
and evidence-driven finance, should include key decision
makers. Amendments to the legislation that established
the national health insurance program, which made health
insurance voluntary rather than mandated, are among the
necessary modifications in social health insurance. Coverage
of the informal sector should be expanded, and appropriate
advocacy mechanisms should be developed.
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