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EXECUTIVE SUMMARY 

Proposals for reformmg health care financing In Nlgena have been under 

consideratIOn for more than ten years The need for reforms arose from 
government's Inablhty to continue financing the bulk of expenditures on 

health care as economic recesSIOn had substantIally reduced the mflow of 
revenues since the early 1980s, 90 percent of which was denved from the 
sale of crude 011 In 1992, the Federal Ministry of Health and Social Ser

vices (FMOHSS) opted for a NatIOnal Health Insurance Scheme (NHIS) to 

be Implemented In phases In four of the thirty states of the federatIOn, 

beginning With workers m formal employment 

Employers m these selected states With ten or more workers, Will compul
sonly msure their employees under the scheme The NHIS will be admin

Istered by a parastatal that would be superVised by the FMOHSS It IS 

envisaged that the NHIS Will cover SIX mllhon people m the first phase 
(about 7 percent of the populatIOn), progressmg eventually to those 10 the 

Informal sector and the rural populace The decree estabhshmg the NHIS 

IS yet to be signed Into law but the scheme has already faced tremendous 

oppoSItIon from vanous Interest groups notably the labor UnIons, pnvate 

sector employers and key profeSSIOnal assocIatIOns 10 the health sector 

In the NHIS each contnbutor (along With hIs dependants) Will register 

WIth only one provider and shall be entitled to comprehenSIve health care 

benefits, subject to a 'waltmg penod' of five months Benefits Include 

personal preventive services ambulatory and m-patlent care maternity and 
family plannmg services diagnostic services drugs limited dental and 
optical services as welJ as prostheses A fee of NO 50 (about US$O 03) per 
prescnptlon shall be paid by the patient Hospitalization m a pnvate facil
Ity shall attract a 10 percent co-payment hospitalizatIOn m a public facIl
Ity will not Involve cost-shar1Og In order to encourage the preferential use 
of pubhc services 

The scheme Will be admmlstered at the state level by the State Health In
surance Board (SHIB) to which payroll contnbutlons In each state shall be 
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forwarded At the federal level, overall responsibility for the scheme will 

rest with the National Health Insurance Council (NHIC) The SHIB will 
enter mto contractual arrangements with primary prOViders which can 

be either public or private facilities The latter can then contract With 'sub
providers of variOUS services covered by the scheme (e g m-patlent phar
maceutical, laboratory and x-ray services) 

The bulk of the reimbursements to health care prOViders Will be capItation 
payments remItted quarterly by the SHIB and based on the number of 
persons registered WIth the prOVider at the end of that period The rates are 

to be reViewed annually and must be accepted by the prOVIder as payment 

m full for serVIces delivered Payment for hospItalization beyond twenty

one days and for treatment receIved m tertiary care centers, are to be borne 

directly by the SHIB Primary prOViders WIll be allowed to stock drugs 

and dispense directly to patients However, thiS service could be sub-con

tracted to pharmaCies If so desired, m wllIch case, the latter's bills Will be 

settled by the primary prOVIder ThiS provlslO has been rejected by phar

maCIsts who remam strongly opposed to the NHIS 

ReservatIOns have been expressed regardmg the publIc sector's capacity 

to manage such an adminIstratively cumbersome scheme, gIven the poor 
performance of most publIc enterprises such as the National Housmg Fund 

(NHF) and NatIOnal PrOVident Fund (NPF) It IS further argued that for a 
country which has hmlted techmcal capacity m the areas of health man

agement and financmg, attemptmg to cover SIX millIon people from the 

outset would appear a somewhat ambitIOUS undertakmg that could further 
Jeopardize the chances of success In the absence ofmeanmgful competi

tIOn from other plans It IS feared that a monopsonistic health plan lIke the 
NHIS could become so large as to encourage mIs-management of pooled 

funds whtle bemg msensltlve to the needs of the consumer Such a devel
opment would stIfle growth, and mvarIably, the abtllty to extend coverage 

to those m the mformal sector and rural areas wlthm a reasonable period of 

time 

Private Health Insurance (PrHI), on the other hand IS Just developmg m 

the Nigerian market Currentlv there are four wholly private companIes 
marketmg health Insurance plans m the country -- three of these are based 
m Lagos and one m Enugu The compames offer primarily group plans 



and cover employees 10 the highly commercIal and mdustnal regIOns of 

the south The pool admlmstered by each company IS very small, the larg
est bemg less than 18,000 (benefic lanes mcluslve) It IS estimated that 

only about 003 percent of the total population was covered by private 
health msurance as at July 1995 

Growth of private health msurance has been hmlted by a mYriad of factors, 

mcludmg the lack ofpubhc confidence 10 the msurance mdustry, !tmlted 

techmcal capacity for underwntmg this class of risk, poor knowledge of 

the natIOn's private medical care market, high prevalence of fraud on ex

Istmg schemes, and the absence ofremsurance backup In some mstances, 
claims have grown much faster than premlUm mcomes, threatenmg the 

Viability of pnvate health msurance schemes This IS largely the result of 

fee-for-service (FFS) payment arrangements (with no fee schedules) and 

the absence of effective cost-sharing formulae Mechanisms for mOnltor-

109 the quahty of care rendered by providers are weak and the market IS 
not expected to witness slgmficant growth In the foreseeable future 

Informal prepavment arrangements 10 the country are under-reported As 
such, the potentials and lImitatIOns of this finanCing optIOn are not well 
understood One such scheme IS managed by the Country Women Asso
ciatIOn ofNlgena (COWAN) a rural cooperative umon which has oper

ated a credlt-hnked Health Development Fund (HDF) smce 1989 The 
HDF IS a component of COW AN s Rural Integrated Health and Famtly 

Plannmg Program which IS Implemented usmg a network of 370 commu

mty-based distributors of family planning commodities Each registered 
group With a membership offive to ten persons contnbutes monthly fixed 
amounts to the Credit Scheme (comprIsmg the Dally Savmgs' and Trust 
Fund) as well as the HDF In 1995 the monthly rates of contributIOn per 
group stood at N I 200 (US$14) for the Dally Savmgs fund N20 ($0 24) 
for the Trust Fund and N 10 ($0 12) for the HDF These contributIOns 
entitle members to credit faCilities for agricultural and commerCIal activI
ties, as well as loans for covering the cost of catastrophic' Illnesses (usu

ally Involvmg hospltahzatlOn) 
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The total contributIOn to the HDF IS very low, loan disbursements aver

aged around 87 percent of contributIOns between 1992 and 1994 Average 
value of loans per beneficiary was less than N4 000 and full repayment 

was achIeved m almost all the cases wlthm twelve months, supportmg the 

view that the poor are credit-worthy An mterest rate of t\\O percent per 

month IS charged on loans after a grace penod of three months 

The lmkage of a credit scheme with prepayment for health care makes thIs 

an attractive model for protectmg those In the Informal sector of the 

econom) although the small sIze of contributIOns makes It madequate 
for finanCing the baSIC health needs of most low mcome famIlies Further

more, there IS no mechamsm In place for assessing the qualIty of care 

rendered by health care providers, and effiCiency may be compromised by 
the adoptIOn of the FFS reimbursements In the absence of negotIated fee 

schedules A thorough evaluatIOn IS reqUIred to ascertam the adequacy 

and effiCIency of this arrangement, and to explore opportumtles for cover

Ing a Wider range of baSIC health care benefits, such as ambulatory and 

matermty care 

In the lIght of these experiences, It IS concluded that the deSirable options 
for covering low mcome urban populatIOns In the Informal sector would 
be those that combme flexibIlIty In payment arrangements With aspects of 

managed health care CooperatIve SOCieties and unions are seen as the 

major vehIcles for actualtzlng such proposals The commerCIal Insurance 
optIOn IS severely Itmlted by the high cost of premIUms and the unfavor

able trends m thiS market at present The potential eXists for developing 

not-for-profit voluntary health Insurance plans (VHPs) sponsored by health 

sector profeSSIOnal aSSOCiatIOns, cooperative umons and non-governmen

tal organizatIOns These reqUIre formal admlmstratlve machinery and ex

tensive consultatIOn, but the prehmInarylstart-up costs could be financed, 

In part, through development aSSistance 

The promotion of credIt-linked famIly savings schemes for health care (an 

extensIon of the COWAN expenment) also presents a feaSIble approach 

to covering low Income urban populatIons The level ofcontnbutlon could 

be such that coverage for baSIC health services IS avatlable although con

tnbutlons could be hIgher than In a VHP because the element of nsk

sharing IS conslderablv less In a famll) savings scheme ThIS optIOn would 
also reqUIre intenSIve community mobIlizatIOn and educatIon 



INTRODUCTION 

Financing health care In NIgeria continues to present formidable challenges 
to government, academIcs and health pohcy experts operatmg wIthin the coun
try Models of financmg m eXistence In many developed countries are rarely 
applIcable In NIgeria due to the hmlted mstltutlonal capacIty paucity of data 

on health status and servIce utIlizatIon, unstable economIc and pohtIcal clI
mates (both of which profoundly Influence planned reforms) and consumers' 

low level of awareness of health development Issues The task ofldentlfymg 

appropriate financing mechamsms become even more daunting with respect 

to low Income urban populatIOns, many of whom lIve In squahd condItions, 

have large famlhes, and are subjected to a harsh economlC environment, all 

of which translate mto high morbidity and mortahty 

About 30 percent of the natIOn's 100 mllhon mhabltants (mostly rural) are 

estImated to have poor geographIcal access to baSIC health services (UNICEF, 

1996), but an estImatIon of the proportIOn wIth poor finanCIal access IS lim

Ited by the absence of reliable data on household Incomes and expendItures 
and unstable medical care prIces, the effect of hIgh rates of Inflatton In 
addItIOn, the eXistence of a large Informal sector makes It dIfficult to assess 
consumers' ablhty to pay and to InstItute formal contributory arrangements 
for health servIces financmg Contrary to popular perceptIon, urban popula
tIOns do experience problems wIth access to quality servIces as a result of 

rIsmg medIcal care prices, limited savIngs and the varied quahty of care 

provIded In private health facIlitIes 

ThiS paper examines prospects and lImitatIons of prepayment arrangements 
as a mechamsm for finanCIng health care among low Income urban commu
mtles WithIn thiS context It revIews the current proposal for a National Health 
Insurance Scheme (NHIS), eXistIng private health Insurance plans and an 
Informal arrangement hnklng the avaIlablhty of credIt for agriculture and 
commerce to health care prepayment -...:c 
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NATIONAL HULlH INSURANCE HHEME (NHIS) 

Hutlnnl Buhrnnd 

Proposals for refonnlng health care financing In Nlgena have been under 
consideratIOn for more than ten years These arose from government's 
inability to continue financing the bulk of expenditures on health care as 

the economic recessIOn had substantially reduced the Inflow of revenues 

since the early 1980s, 90 percent of which came from the sale of crude Oll 
Consequently, the Federal Ministry of Health (FMOH)I set up a committee 

WhiCh, In 1985, recommended the adoptIOn of a social Insurance scheme 

(FMOH, 1985) This was followed In 1988 by the work of another com

mittee which examined In greater detail, the modalities for establishing a 
NatIOnal Health Insurance Scheme (NHIS) (FMOH, 1988) 

Slgmficant progress has since been made with Inputs from external con

sultants sponsored by the United NatIOns Development Fund (UNDP) and 

the InternatIOnal Labor Organization (ILO) A draft decree whIch would 

gIve legal backing to the scheme was forwarded to the Federal Govern

ment In 1992 ThIS decree IS yet to be SIgned Into law The proposed 

scheme has, however, faced tremendous oppositIOn from various Interest 

groups, notably the labor Unions, pnvate sector employers, and key pro
fesSIOnal associatIOns In the health sector 

Wht ~U ~un UU.ud' 

As contained In the working document on the ImplementatIOn of the NHIS 

(Phase I) (FMOHSS, 1992), the intentIOn IS to have a single compulsory 

health Insurance fund WhICh Will be Implemented In phases starting with 

four of the thirty states of the federatIOn The pilot states are Lagos RIv

ers Plateau and Kaduna The first two are located In the southern part of 
the country while the latter are In the north All the states have a large 

mdustnal and commercial base and Sizable proportions of the populatIOn 



are In formal employment - a criterion considered vital to the successful op

eratIOn of contributory schemes The scheme IS expected to be launched as 
soon as the enabhng decree IS promulgated 

ftrU[fUft lod Admln/ltrl/I/ln IIIHIf 

The structure of the proposed NHIS takes mto account the eXIstIng relatIOn

ShIP between the dIfferent tiers of government, In partIcular the autonomy 

enjoyed by IndivIdual states on issues of health care At the federal level the 

National Health Insurance Council (NHIC) WIll have overall responslblhty 

for the scheme, while at the state level the State Health Insurance Board 
(SHIB) Will bear responslblhty These regulatory bodies are expected to be 
autonomous and are to be constituted JOIntly by the MInistrIes of Health, 

labor Unions, and key profeSSional aSSOCiations 10 the health sector The 

MInistry of Health Will serve as the supervisory agency 

It IS proposed that modahtIes be worked out for lInkmg the administratIOn of 

the NHIS with eXIstIng SOCIal msurance funds, Ie, the NatIOnal ProVIdent 
Fund (NPF) and NatIOnal Housmg Fund (NHF) VIa the establIshment of an 
autonomous central SOCial secunty authority ThiS authorIty WIll have re

sponsIblhty for coordmatmg SOCIal protection polICies and the admmlstra
tlOn of social secunty funds Proponents of this arrangement belIeve It Will 

elImmate the duphcatlOn offunctlOns that arIse from the mdependent admIn

Istration of multiple SOCial Insurance funds 

The NHIC WIll momtor the performance of SHIBs Issue gUIdelInes for rate 
settmg and establtshmg the viabilIty of Boards coord mate manpower tram
mg and undertake relevant research The SHIB on Its part WIll be respon
SIble for strategIc plannmg and expansIon of the scheme regIster contrIbu
tors and benefic lanes approve and mOnitor prOViders, and forward returns 
perIodically to the CouncIl One-quarter (25 percent) of total fund contrIbu
tIOns m each state IS to be set aSIde for admInistratIOn Four-fifths of thIS 
amount (eqUIvalent to 20 percent of total contrIbutIOn) WIII be retamed by 
the SHIB for general admInistratIOn and for the prOVIsIon of benefits by the 
Board as dIscussed below The remamder (5 percent of total) Will be remit
ted to the CouncIl for Its prescrIbed functIOns A General Manager and Ex
ecutIve Secretary WIll oversee the day-to-day management of the scheme at 
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the state and federal levels respectively The<;e would be appointed by the 

respective Boards to which the officers will be subordmate 

("trllt lod (IOtfllutllOJ 

The first phase of ImplementatIOn will cover individuals In formal em

ployment This group comprises I) Civil servants 11) employees of 

parastatals, 111) employees of statutory bodies and IV) emplo) ees of PrI

vate companies With ten or more workers Coverage will be gradually 
expanded to Include those In firms emplOYIng less than ten workers, and 

the self employed The final phase will extend the scheme to the rural 

populace However, the time frame for attaInmg natIOnal coverage re
mams undefined Proponents of the scheme belIeve that a smgle health 

Insurance scheme wIll be able to meet the needs of most of the populatIOn 

As such m the early phase, prIvate msurance shall be limited to covering 

those segments of the populatIOn that are yet to be covered under the NHIS, 

and ultImately to finanCing only those benefits that are not covered by the 
scheme, e g, payment for smgle wards and special meals 

Every ehglble person Will register (Via their employer) With the SHIB and 

contrIbutIOns Will be remitted to the Board by way of payroll deductIOns 2 

ThiS Will entitle the enrollee, hiS spouse and four dependent children to 
full benefits which are Uniformly prescrIbed m line With the principle of 

SOCial Insurance Allowance has been made for the mcluslOn of extended 

famIly members who can be voluntanly covered at an additIOnal cost Given 

the above scenarIO It IS enVisaged that the number of msured m the four 
pIlot states Will reach about 1 37 million, With the total number ofbenefi

ClarIes estimated at over SIX million (about seven percent of the total popu
latIOn) 3 

Btot/III P(tUflltd 

Each benefiCIary shall be entitled to comprehensIve health care benefits 

subject to a waiting period offive months Retirees shall also be entitled 

where such persons have contnbuted for the prescnbed penod Table 1 

outlmes the range of benefits avaIlable 111 the scheme A fee of NO 50 



(US$O 03t per preSCription shall be paid by the patIent No additIonal 
costs will be borne In respect of out-patIent care However, hospltahza
tlOn In a private facIlIty Will attract a 10 percent co-payment payable to the 
prOVIder, hospltahzatlon 10 a publIc facIlIty Will not Involve cost-sharing, 

to encourage preferential use ofpubltc servIces, espeCIally as many ofthese 
hospitals currently have unused bed capacIty 

ftlUIIIII ItllIJlfltlltll1 I'; M'III11f'II,,/ "",Iul 

ApplIcatIOns are to be inVited from all categories of health care prOViders 
In each of the partlclpat10g states, however, traditional and alternatIve 

medlcme practitIOners are excluded Those that meet reqUIred standards 

(to be determined by the SHIB) Will be registered as 'approved' prOViders 

These WIll be the 'primary provIders' With whIch the SHIB Will enter mto 
a contractual arrangement 5 Primary prOVIders can then contract With 'sub

providers' of varIOUS services (I e , laboratory and x-ray services) as are 
covered by the scheme The flow of finances Within the scheme IS Illus

trated 10 Figure I 

The bulk of the reimbursements to health care prOViders WIll take the form 
of capItatIOn payments remitted quarterly by the SHIB, and based on the 

number of persons regIstered WIth the prOVider at the end of the penod 

The rates Will be reViewed annually and must be accepted by the prOVIder 
as payment In full for services delivered Primary prOViders are expected 
to supply comprehenSive medical care servIces from the payment received 
10cludlng up to twenty-one days hospitalIzatIOn, as well as settle admIniS
tratIve and practIce expenses ThiS marks a major departure from the domi

nant form of reimbursement 10 the sector which IS largely fee-for-servlce 
(FFS) and which proponents of the NHIS belteve Will make costs uncon
trollable If adopted Payment for hospltahzatlon beyond twenty-one days 
and for treatment received In tertiary care centers are to be borne directly 
by the SHIB For thiS reason, treatment In tertiary care centers Will be 
strictly by referral It IS expected that moral hazard 6 Will be minimized 
through the ImpOSitIOn of co-payments and that the use of captltatIon pay
ments WIll limit over-supply of servIces by compelling phYSICians to adopt 

effiCient practices 
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II !talth InllranCf II Ilum 

Personal 
Preventave 

• Family plannlnl, 

ImmUnization 

Growth 
mOnltonnh 

Health education 

Out-patient 
Care 

Services Covered 

In-patient Care 

Consultation I· Room and board 

Laboratory/ PhysIcian s fees 
radIOlogical 
investigation SurgIcal fees 

Drugs 

LImned 
dental 

LImned 
prostheses 

Laboratory/radIologIcal 
investigation 

• Drugs 

Source FMOHSS Lahos 1992 

Maternity Care 

Prenatal care 
(including 
ImmUnizatIOn) 

Dehvery 

• Postnatal care 

• Management 
of abortIons 

Cbronic Conditions 

Hypertenstlon 

Diabetes melhtus 

TuberculOSIS 

Leprosy 

• Others (as would be 
IdentIfied) 

Exclusions 

PerIOdIC medIcal exam 

• Routine eye test 

• Screening for presumptive 
dIseases 

• DomlclItary care 

• PsychIatriC Illness 

Renal dIalYSIS 

Cardiac/neurosurgery 

CosmetIc/transplant 
surgery 



FIgure 1 Flow of FInances WIthIn the NHIS 
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ProvIders wIll be allowed to stock drugs and dIspense dIrectly to patIents 

However thIs servIce can be sub-contracted to pharmacIes (or chemists) If 

desIred In which case the latter s bills WIll be settled by the primary pro
Vider There Will be no direct financial relatIOnship between sub-provId

ers and the SHIB an Issue that has resulted In major dIVISIons amongst the 

dommant professIOnal aSSOCIatIOns In the health sector 

(ntlnl hnes 

""'11110 ("trllt 

The admmlstratlve and techmcal reqUirements of a SOCIal Insurance scheme 
may not have been fully apprecIated by the NHIS planners At present, 
techmcal skills In the areas of health management and finance are In very 

short supply countryWide and It IS doubtful that adequate numbers of pro

fesslonal and managerial staff can be trained wlthm a short period of tIme 
Moreover, given the slow pace oflmplementmg SOCial reforms m the coun
try It would appear that sizable proportIOns of the population may not be 
covered by the NHIS for several decades The delays In Implementing the 
scheme since the proposal was passed to the FMOH In 1988, lends cre
dence to thiS view 

Major eqUity problems also arIse from the current propOSition as those that 

Will benefit most from the scheme WIll be largely the same SOCIo-economlC 
group that currently enJoy some form of employer-sponsored medIcal ben

efits and are currently enJoYing better health status In seekmg to achIeve 
full populatIon coverage solely through a umtary health msurance scheme, 

proponents of the NHIS may have foreclosed opportunIttes for experIment
Ing With alternatIve health msurance arrangements (such as voluntary health 

plans and communIty health Insurance) that could prove equally effiCIent 
and perhaps more effectIve In extending coverage to those m the mformal 
sector and rural populace 



,,/,,11 (Io/fllu/llo 

Payroll deductIons offer the most efficIent means of collectmg contribu

tIOns for those 10 the formal sector But payroll contnbutlOns, 10 the Nlge
nan sett10g could prove hIghly regressIve as employers 10 concert wIth 

labor unions often exclude major fr10ge benefits such as hous1Og and trans

portatIOn allowances from the returns filed to the 10ternal revenue depart

ment Declared 1Ocomes thus turn out to be much lower than the actual, 

wIth those 10 the top management gettmg the highest rebates' Further

more, thIS approach IS not readIly appltcable to those work1Og 10 the mfor

mal sector and who constItute the bulk ofthe populatIOn Arrlvmg at a fair 

and eqUitable level of contnbutlon for thiS group of potentIal subscnbers 

will pose a major challenge to the scheme 

Iullu m,o'/II'o/ 

Public enterpnses and SOCial secunty schemes m the country currently face 
a major credlblltty problem because of the extreme pohtlclzatlOn and lack 

of accountablhty that are believed to have cnppled the management of 
these mstltutlons over the last fifteen years Subscribers to the NPF and 

more recently, the NHF, pomt to the failure of these 1Ostltutlons to fulfil 

the objectIves for which they were establIshed There IS reason to expect 

therefore, that a monopsonistIc NHIS, bemg pubIJcly sponsored, Will suf
fer a SimIlar fate Such anxIety was expressed by the major profeSSional 
aSSOCiatIOns whose vIews were sought m the course of thIS revIew 7 The 

proposed merger With eXlstmg SOCIal protectIOn schemes could thus ag

gravate, rather than amehorate eXlstmg effiCIency problems 

RtlmJuumtot ,I,D 

The capItatIOn method of relmbursmg prOVIders has become an mcreas
mgly popular tool for achlevmg cost-contamment m health msurance prac
tIce worldWIde as It discourages the oversupply of servIces by phYSICIans 
However, thIS payment optIOn carnes the dIsadvantage of encouragmg 
proVIders to mmlmize workloads (for example, through frequent referrals) 
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and cut back on essentIal care partIcularly In sItuatIOns lIke the NIgerian 

health system where prOVIder mOnItorIng IS very weak Moreover pa

tIent characteristIcs such as the proportIOn of chIldren women (especIally 

those In chIldbearing age) and the elder!) , as well as the number of chrom
cally Ill-patIents regIstered wIth the dIfferent practIces would need to be 

adjusted for In the computatIOn of capItatIOn payments as these factors 

sIgnIficantly affect utIlIzatIOn rates and Invariably provIders mcomes 
There IS an ever present risk. that plans that do not factor these conSIder

atIOns mto reImbursement schedules (partIcularly 10 penods of hIgh mfla

tIOn) could leave prOViders lIttle chOice but to ratIon care at the expense of 

quality Such a development IS pOSSIble under the NHIS consldermg the 

paucIty of empmcal data on patIent characteristics and consumptIOn pat

terns wlthm the Nigerian health care system 

PI1111101 ",th,o tht htlllth Utili 

Few proposals for reformmg health care 10 Nigeria have brought about as 

much dIVISion among the variOUS profeSSIOnal groups wlthm the sector as 

the NHIS Perhaps the most controversIal of the Issues IS the provIso for 
primary proViders to stock and dispense drugs WIthIn theIr premIses Phar

macists contend that the supply of non-emergency drugs and medicatIOns 
to ambulatory care patIents should primarily be the responsIbility of retaIl 

pharmacy outlets smce thIS IS the traditIOnal role of pharmacists and IS the 

practIce In most other countries WIth well organIzed health Insurance sys

tems 

Accordmg to thIS group, the preferred arrangement would be one In whIch 

the attendIng phYSICian! nurse clinICIan filled out a prescrIptIon to be pre

sented by the patIent at a pharmacy registered by the SHIB The bIll for 

the medicatIOns supplied (less the recommended preSCrIptIOn fee) would 

then be settled dIrectly by the SHIB ThIS arrangement would not only 

preserve the autonomy of pharmacIsts (who, otherwIse, would have to shop 

around for primary prOViders seekmg to sub-contract) It would also ac

commodate the mterests of the major profeSSIonal groups m the health 
sector at lIttle addItIOnal cost Such a harmOnIOUS relatIOnshIp would be 

cruCIal to the successful operatIon of a scheme as complex as the NHIS 



The real Issue, however, IS largely economIC as clInics and hospItals make 
substantIal profits from the sale of drugs (lIkewIse retaIl pharmaCies or 
chemists) As revealed In recent surveys of drug prices at different outlets 
In the country,S wholesale prices of government-sourced essential drugs 

are, on the average, approximately 60 percent of the pnce In the private 

market whereas retail drug prices could be up to three times the wholesale 

price In the private market (Ogunbekun et al 1995) (Inrtrattves, 1995) 

WIth the maJonty of health care consumers set to go the way ofNHIS (by 

vIrtue of compulsory enrollment) pharmaCIsts nationwIde would have been 

denied sIzable proportions of Income and may, Indeed, need to redefine 

their role In the emerging health care arrangement Not surpnsIngly, the 
Pharmaceutical SocIety ofNIgena (PSN) remains vehemently opposed to 

the scheme (as presently conceIved) and sees no benefit In It for ItS mem

bers Conversely, the other four professional bodies welcome the NHIS 

although, they express reservations over ItS feaslbIhty 

As prevIOusly expressed by the author (Ogunbekun, 1993) an arrange
ment In whIch the prescrIber IS also the dispenser, could apart from creat

Ing perverse incentives for under or over-supply of medicatIons (depend
Ing on the reimbursement mechanism) 9 also elIminate a potent Instrument 

for cross-monItorIng prOVIders' activities It would thus be more dIfficult 
to Identify prOViders that are giVing insuffiCIent services to patients The 
arrangement proposed by the pharmaCists undoubtedly entaIls a more cum
bersome claims adminIstratIOn process however, It does promote delm

eatIOn of function and makes for easier expenditure trackmg on vanous 
Items of service It also enhances the mOnItonng of the entire scheme as 

mformatIOn generated would be better differentiated, thus allOWing for 
valid concluslOns to be reached on the state of the service 
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PRIVATE HEAlTH INSURAN(E 

LIttle InfOrmatIOn currently eXIsts on the SIze and scope ofthe prIvate health 
Insurance (PrHl) market In NIgerIa One source (Shaw and GrIffin, 1995), 

estImates that only 0 4 percent of the country s populatIOn are covered by 

PrHI, IncludIng other forms employer sponsored medIcal care schemes \0 

SImIlarly, about 023 percent of respondents In another recent survey 
(NQAI, 1994) were estImated to have been covered by formal health In

surance 11 The term prIvate health Insurance as used In thIS paper, refers 

strIctly to those arrangements In WhICh a consumer (or thIrd party) pays 

premIUms to an Insurer for the purpose of obtaInIng health care It ex

cludes medIcal serVIces prOVIded dIrectly by employers or contracted out 

to health care prOVIders, reImbursements for out-of-pocket expenses In

curred on purchasIng medIcal care by employees ortheIrdependants, cover 
for medIcal care arIsIng from domesttc and occupatIonal accIdents,12 and 

supplementatIOn for loss of Income occasIOned by Ill-health 

The NatIOnal Insurance SupervISOry Board (NISB) the agency that regu

lates Insurance practice 10 the country, was unable to prOVIde InfOrmatIOn 

regardIng the composItIon and performance of thIS sub-market ThIS IS 
partly because PrHI IS currently marketed under the cover of other classes 

of msurance busmess and as such, premIUm mcomes and claims are sub
merged Also, a number of companIes currently marketmg thIs product 
are believed to be operatmg without appropriate authOrIZatIOn Therefore 

Identification of companIes underwntIng 13 health msurance and the types 

of plans offered natIonwIde, proved to be very difficult 

AvaIlable eVidence (largely based on Informal sources wlthm the mdus

try) IndIcate that less than ten of the over 150 msurance companIes operat
Ing m the country as at the end of 1995 offered PrHI polIcIes Of these 

only four were IdentIfied as havmg mdependent schemes - others are largely 
belIeved to co-msure 14 The number IS consistent WIth that reported In 

1994 (Olowude 1994) A profile of the companIes IS prOVIded In Table 2 



Newlme Insurance Company (NIC) the first to start marketmg pnvate 

health msurance policIes 10 N Igena, IS only Just resuscItating the scheme, 
havmg suspended thIS bus mess for about two years Apart from the 

compames hsted In Table 2, several others are beheved to be at dIffer

ent stages of planmng for the mtroduction of pnvate health Insurance 

schemes 

Ta bl~ 2: Profil~ or Compani~s Un derwritin: H~alth Insuranc~ in Ni:eria 

Company. Location Began Type of 
marketIng pohcysold 

health (IndiVidual! 
msurance Group) 

Industrial and Lagos 1993 IndiVidual 
General Lagos State and Group 
Insurance 
Company Ltd 
(IGI) 

InternatIOnal Lagos 1993 Group only 
Standard Lagos State 
Insurers Ltd 
(IS I) 

Newlme Lagos 1989 IndiVidual 
Insurance Lagos State and Group 
Company Ltd 
(NIC) 

Shelter Enugu 1991 Group only 
Insurance Enugu State 
Company Ltd 
(SIC) 

& All are commercIal carners and are wholly pnvate 

* LImIted to pre-employment and routme medIcal checks 

Sources The respective companies January 1996 

Benefits covered No covered as 
at July 1995 
(dependents 

mcIuded) 

Ambulatory care and 700 
hospitalIzation 
medications diagnostic 
services 
(la bo ratory Irad 10 10 g Ical 
mvestlgatlons) 

Ambulatory care 17447 
hospitalIzation (up to 
one week) 
medicatIOns diagnostic 
services 

HospitalIzatIOn costs Not avaIlable 
only 

Ambulatory care 7500 
hospitalization 
medicatIOns diagnostic 
services preventive 
hea Ith * 
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Market (ompoSition and Operatllns 

Multt JIlt 

AvaIlable data on the size of the PrHI portfolio suggest that this class of 

bus mess accounts for only a small proportIOn of all bus messes underwnt
ten by the vanous companies This may partially explam why It IS not 

marketed as a separate Ime bus mess At Industnal and General Insurance 

Company (IGI) for example, premIUm mcome from health msurance ac
counted for only 0 2 and 0 9 percent of the gross premIUm mcome (GPI) 

realized by the company m 1993 and 1994, respectively SimIlarly, at In
ternatIOnal Standard Insurers (lSI), the 1993 figure stood at 1 4 percent, 
although, thiS rose markedly to 12 percent m 1994 - the result of aggressive 

marketmg For Shelter Insurance Company (SIC) however, health msur
ance premIUms accounted for around 17 percent of the GPI m the two years 
mentioned 

Statistical data on Newlme Insurance Company (NIC) could not be ob

tamed, as the company declmed to prOVide finanCial mformatlOn regardmg 

ItS operatIOns The expenences of the company m terms of premIUm m

come may, however, not have been different from the others Indeed, of 
the three companies for which data were available, SIC recorded the high
est premIUm mcome ofNI 85 million In 1993 (health msurance portfolio 

only) Consldenng that the GPI of the entire msurance market 10 Nlgena 
was around N6 55 billion m that year,J~ the size of the PrHI market IS not 

large 

'"01111110 UlmtnlJ ("Uttl 

Most plans currently target employers (prIvate companies and parastatals) 

because thiS strategy lowers admmlstratlve and sales costs As such, cov

erage by PrHI IS Virtually limited to only the people reSIdent m urban, highly 

commercial/mdustnal areas Geographically, the eXlstmg schemes cover 
mamly those reSident 10 the South-western and South-eastern parts of the 

country more speclficallv, the cities of Lagos Port Harcourt and Enugu 

Onlv lSI covers Sizable numbers outSide these regIOns due to the fact that 
the large companies covered have branches m vanous parts of the country 



and these branches extend the same benefits to employees m the various 
locatIOns Individual plans are rarely sold (a total of nme policies were 
sold by IGI, and none by lSI and SIC as at July 1995) 

Considerable vanatlon eXists m the size of groups covered by the different 

carners For mstance, SIC currently admmlsters fifteen group plans cover

mg about 7,500 people (dependants mcluded), whereas, lSI covers twelve 
groups with over 17,000 people IGI covers eight groups with beneficlanes 

numbering less than 700 Assummg these were all the people covered 

(smce NIC IS Just reactivating ItS scheme), then only 003 percent of the 

population would have been covered by private health msurance as at July 
1995 This estimate may, however, be prone to errors as a result of mcom

plete reportmg by msurance compames For Similar reasons, It IS difficult 

to determme the mcome profiles of the msured smce the majority are m 

group plans covermg various cadres of employees However, only the 
very affluent are belIeved to purchase mdlvldual poitcles, smce premIUms 
are very hIgh (see below), and the plans often provIde for treatment abroad 16 

Pum/oml Ind lent/Ill 

PrHI premIUms are currently very high m the range of35-50 percent of the 

cover lImIt ThIs IS partly due to the small pool of subscnbers, absence of 
rellable data on patterns of consumptIOn ofpnvate health care, and the lim
Ited experience of local underwriters of health msurance plans PremIUms 
are usually paid by lump sum and are adjusted annually The default rate IS 
reported to be very low, partly because most Insurance compames stnctly 
observe the no premium no cover clause governmg Insurance contracts 
as stipulated m the Insurance Decree of 1991 (FGN 1991) 

Essentially, polICies cover the msured, one spouse and a maxImum of four 
dependent children aged below eighteen years (up to twenty-one years If 
stIli 10 full-time educatIOn) The benefits offered under a standard policy 
are shown m Table 2 Mmor surgIcal operatIOns by authonzed providers 
are also covered, but major surgIcal operations, preventive health servIces 
optical servIces, maternIty and dental care are only provIded as supplemen
tary benefits subject to payment of additIOnal premIUms Pre-exlstmg or 
chrome Illnesses dreaded dIseases (such as AIDS) cardiaC or cosmetIc 
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surgery are excluded from all the plans Cover lImIts vary consIderably 

from one Insurance company to another and usually depend on the amounts 
of money employers are wIlling to spend on medIcal benefits In any gIven 

year In other words the cover hmlt IS Informed by tv.o factors - the pre
mIUm rate charged by the Insurer and employer s health budget NIC, 

however, offers two plans - Emergency MedIcal EvacuatIon wIth a limIt of 

N30,000 per annum and Full Major Medical Expenses wIth a lImIt of 

N50,000 per annum 

({111m! 

Most of the PrHI plans are 'servIce' rather than 'cash-mdemnIty' plans 

In the former arrangement, the fee for medIcal servIces consumed by the 

msured or hIS beneficIary (less co-payments and deductlbles) IS remitted 

to the provider on receipt of a bIll or claIms form by the msurer In the case 

of the latter, the consumer first settles the bill and IS later reimbursed by 

the msurer, usually after verIficatIOn of the claIm The former process has 

the advantage of slmplIfymg claims admmlstratlon whIle also affordmg 
the msurer the opportumty of mteractmg With the provIder ClaIms admm
IstratIOn IS eIther manual or computenzed depend 109 on the volume of 
busmess handled by the company although all expressed preference for 
computenzed systems as these Improve efficiency markedly 

AvaIlable statistics mdlcate that on the average, claIms are growmg much 

faster than premIUm Incomes Loss ratios (ratIo of claims paId out to pre
mIUms receIved) have also been clImbmg steeply smce 1993, suggestIng 

that thIS market may be pass 109 through difficult tnnes The total value of 

claims 10 one of the companies studIed rose by 122 percent between 1993 

and 1994 (about twIce the offiCIal rate of mflatlon), whereas premIUm 10-

come dunng the same penod mcreased by only 40 percent The Loss Ra

tIO for the health msurance portfolto was observed to be Just 40 percent, 

whIle the average value of claIms rose from N17,904 10 1993 to N45,833 
by the end of the second quarter of 1995 (over 150 percent mcrease) \7 

The amounts paid out per claIm vaned conSIderably from one company to 

another depend 109 on the lImIt of cover purchased by the employer In
suffiCIent finanCIal data lImIted mter-company comparIson of claims ex

penences 



Cost-shanng 10 the form of co-payments and deductIbles played a mmor 
role In the financIng of benefits, and thIS might be one reason why claIms 
have been rISIng IGI apphes a standard co-payment rate of 10 percent 
whereas at lSI, cost-sharIng accounted for Just around 4 percent of total 
amounts paId out to provIders between 1993 and 1994 SIC only apphes a 

nomInal deductIble averagIng 0 5 percent of claIms and has no co-pay

ment In general, provIders are paId on FFS basIs Presently, there are no 
estasbhshed fee schedules for reImbursmg provIders of care, claIm settle
ment IS, qUIte often based on what each company s medIcal adVisors con

SIder as customary and reasonable fees for vanous dIsease condItIons treated 
by the provIder18 The exceptIon IS SIC whIch reports reImburSIng pro

VIder fixed rates whIch are JOIntly negotiated, annually 

Some plans restnct chents to a lIst of preferred provIders whereas others 
place mInImal restnctIOns on patIents' chOIce of provIder The latter be
lIeve the WIder the range of providers avaIlable the more attractive the 
scheme IS and as such strIve to offer consumers a WIde range of (ortho
dox) practItIOners - usually hospItals manned by skilled medical personnel 

and wIth facIlItIes for In-patIent care as well as bIOchemIcal and radIOlogI
cal InvestIgatIOns One of the companIes receIves bIlls from over 120 hos

pItals natIOnwIde, and It IS doubtful If effectIve mOnItonng of the quality 

of care proVIded IS ever achIeved By contrast NIC uses the servIces of 
four pnvate prOVIders and teachmg hospItals only However because the 

organIZatIOn of pnvate medIcal practIce In NIgena promotes duplIcatIon 

and under-utilIzatIOn of services msurers (and subscribers to health Insur

ance plans) could In fact be subSidiZIng the InefficIencIes of the medical 

care system 

ChallenGes to Prllate Hl!IIlth Insuran(\! 

Imlllt pTllltm 

A major obstacle confrontIng the growth ofPrHI In Nlgena IS the negatIve 
attItude demon stated by the publIc toward Insurance, based on the percep
tIOn that msurance companIes generally try to dodge settlement of claIms, 
and payment, where effected takes too long There IS lIttle motIvatIOn 
therefore, to Insure except where thIS IS mandatory as IS the case With 
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motor vehIcle Insurance ThIs credlbIhty problem IS beheved to have played 

a role In stallmg the actuahzatlon of the Armor Group Medicare Plan a 

prIvate-for-profit health plan that targeted formal and Informal sector work

ers and was to be cO-Insured bv a number of msurance companIes In Lagos 

This apart potential subSCrIbers to the plan (members of trade assocla-

hons/cooperatlve SOCieties) preferred to have their money (premIUm) 

refunded m Instances where they did not consume health services In any 
given year 19 

In addition knowledge of health msurance prinCiples and practice IS gen

erally lackIng among health care prOViders and also WithIn the Insurance 

mdustry, a SituatIOn not helped by the dearth of mformatlOn on eXlstmg 

PrHI schemes ConSiderable effort would, therefore, be required to create 

awareness on the mechamsms of health msurance and restore pubhc confi

dence In the Insurance mdustry 

Imp/ulltil RfIn tbe btl/ltb II",meR 

The scope of benefits offered under eXlstmg health Insurance plans (be 109 

mostly group plans) have major ImphcatlOns for the health of women 

Firstly, most employer-sponsored medical benefits schemes (whether 10-

sured or unmsuredfo recogmze only one spouse, women 10 polygamous 

familIes (many of whom also tend to be low loCO me) are thus at rIsk of 

bemg left uncovered ThiS IS not the case With mdlvldual PrHI plans, as 

coverage for additIOnal benefiCiarIes can be obtamed With the payment of 

extra premIUms However the necessity of purchasmg such plans places 

additIOnal burden on an already vulnerable group 

Secondly the exclUSIOn of maternity benefits from 'standard packages 

offered bv prIvate health plans, an extension of the usual practice of ex

c1udmg the cost of delIvery from employee medIcal benefits schemes, 

means that the bulk of the cost of pregnancy IS borne by the mdlvldual, 

thus welghmg disproportIOnately agamst low mcome workers (The cost 

of a normal delivery In a moderately prIced hospitals 10 Lagos State was 

up to N2 000 10 1992, approximately 13 percent of average annual house

hold mcome for urban dwellers 21) Unfortunately not all health plans of

fer a rIder for maternity care (and none covers family plannmg servlcesf2 



Pregnant women are thus compelled to seek matermty care from a less 

expensIve publIc or pnvate hospItal where the care provIded may be sub
standard ThIS mvanably results m the discontmUlty of care and duphca
hon of servIces, espectally chmcal mvestigatlOns 

However, msured employee medIcal benefits schemes confer an advan

tage over unmsured schemes -- the spouse of an msured female worker IS 

usually covered under the former arrangement, but thIS IS often not the 
case wIth unmsured schemes At a hme when economIC recesslOn IS threat

emng famIly coheslOn and pushmg more males (the tradItional 'bread
wmners') out of formal employment, the availabilIty of health plans that 

extend coverage to dependent' (male) partners could serve as a valuable 

social safety net 

'''flft IOJUflOlt dod I,,, IOflmt "IUldIIlOJ 

EXlstmg pnvate msurance plans are stnctly for-profit As such, there IS a 

tendency to skIm off the 'good' nsks -- those whose health status IS stable 
enough to mmlmIze consumptlOn of health servIces (claims), and who pos
sess the abIlIty to pay Furthermore, mdlvldual poliCies are more expen
sive to adminIster than group poliCIes, and thIS usually translates mto higher 
premiUms that may be beyond the reach of low-mcome populatlOns, the 

maJonty of whom are 10 the mformal sector, have low levels ofmsurance 
awareness, and whose health status predIspose them to high claim rates 

Given the present economic realities and trends m the pnvate msurance 
market, restructurmg eXlstmg PrHI schemes to accommodate the needs of 
low mcome populatIOns without Imposmg major restnctlOns on benefits 
provIded wIll be an uphIll task Insurers may not find thIs a worthwhIle 
venture as the same level of effort could Yield larger profits with other 
classes of Insurance busmess 

lul/u "IUI lod muttl dtrtl"mtotJ 

As mentIOned above the prospect of a future NHIS threatens the growth of 
private health msurance smce both pnmanly target the same populatIOn 
and SOCIo-economlC groups ThIS Issue does not appear to generate anxI-
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ety among Insurers as there IS currently very lIttle Interest In ventunng Into 

the health Insurance business, given ItS highly technical nature and the 
near certamty of claims ansmg Perhaps, the greatest obstacle confronting 

the future of this market IS the unfavorable claims expenence of local car

riers of PrHI mentIOned prevIOusly -- a situatIOn that has ansen from the 

hIgh rates of mflatlOn m the medical care market the lack of deterrents to 

the excessive consumptIOn of care (the result of mefficlent cost-sharmg 

arrangements), undue relIance on expensIve private hospItals, mfrequent 

use of acqUIred data for mOnitoring and deCISion-making, and the absence 

of negotIated rates for provIder reimbursement 23 UnderwntIng costs may 
thus continue to outstnp premIUm Incomes whIle Investment returns m 

the domestIc economy may not be large enough to offset riSing claims 

IRJUIIRU /IIUtI 

The problems of Insurers are compounded by the prevalence of msurance 

fraud whIch claIms managers rate as 'moderate to hIgh' ThiS IS also the 

case WIth unmsured employee medical benefits schemes 24 Fraud com

monly takes the form of over-supply of servIces and over-bIllIng by pro
VIders the use of servIces by unauthonzed persons (such as the uncovered 
relatIOns or friends of the Insured) and sometimes the conversIOn' of 

medical benefits to cash at the request of the msured Most Insurers at
tempt to lImIt these problems by subJectmg claims to thorough verifica
tion by m-house (and occasIOnally external) medical assessors, the use of 

personalized IdentIficatIon cards to restram unauthOrized 'benefic lanes , 
reVIew of patIents' case files where dIsputed claIms arise, and continued 

interactIOn and commUnIcatIOn WIth (preferred) proVIders These how

ever may not have proved very effectIve 

RtlRJDflRU 

The absence ofrelnsurance2
' cover for PrHI poses another major challenge 

to companIes underwntmg thIS class of bus mess All five remsurance com

panIes operatmg m the country have been approached to proVIde cover for 

the eXIstmg PrHI schemes but the eVIdence to date indicates that only one 

company (SIC) has succeeded m obtammg the necessary cover Even In 



this mstance, the scheme IS covered as part of the General Accident portfo

lIo This IImltmg the remsurer's lIabilIty The effect of not havmg 
remsurance back-up IS that health plans become vulnerable to heavy claims 
that could endanger the entire portfolIo thus IS one reason why compames 
seekmg to underwnte health msurance polIcies opt for 'co-msurance' as 
an avenue for further spreadmg of risks 

Remsurers cite the high 'moral hazard' element m the health msurance 
bus mess and lImited underwntmg expertise as major reasons why they 
approach this class ofnsk with extreme cautIOn 26 Other msurance manag

ers mtervlewed consider the level of techmcal expertise wlthm the mdus

try sufficIent to underwnte health rIsks profitably but attribute the prob

lems confrontmg the market largely to the fraudulent practices of health 

care providers (m collusIOn with benefic lanes) and the lImited understand-

mg of the health care market m NIgeria' However, It IS hkely that a 
combmatIon of these factors may be responsible for the unfavorable trends 

emergmg from thiS market 
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INFORMAl PREPAYMENT HHEMES: 
COUNTRY WOMEN AHOCIATION OF NIGERIA (COWAN) 

Onnuw 

COW AN IS an organizatIOn predommantly for, and run largely by rural 

people The AssociatIOn was founded m On do State In 1982, and by 1985 
had expanded to other neIghboring states It was established to economi
cally empower women and promote self-sufficIency among the underpriVI

leged, bUlldmg on the eXIsting framework of communal contributIOns and 
revolving credIt arrangements known as 'esusu', 'aJo', etc The Associa

tIOn was regIstered as a cooperatIve union by the Ondo State Government 

In 1986 and IS a member of the state FederatIOn of CooperatIve Unions It 

functions as a non-governmental orgamzatlOn (NGO) and as such, ItS trans

actions are tax-exempt 

MembershIp has grown steadily over the years wIth 21,710 members reg

Istered by the end of 1994 - an Increase of25 percent percent over the 1992 

figure (Table 3) Although membershIp was open to both sexes from the 

outset (but wIth an emphasIs on women) It Vvas not untt! the 1990s that an 
apprecIable number of men JOined As seen m Table 4 there were ap

proximately thIrty-one women for every man regIstered 10 Ondo State In 
1994 compared wIth the 1992 ratio of 53 I The rule, however IS that a 
female male ratio of not less than 4 I should be mamtamed m all the 

groups Low-Income urban dwellers (mostly market women) also partiCI
pate In the scheme, and are beheved to constItute about 20 percent of the 

membershIp 

AdmlRIHrlltlH StrU(lUre 

The functIonal Unit of the cooperatIve IS a group offive to ten indIVIduals, 

all of whom are bound by a common mterest Within anyone cooperatIve 

there may be many such groups These could be persons Involved 10 the 

same kind of trade or art wlthm a VIllage or could even be members of a 

famIly but the tie IS usual\} economIc The groups are then clustered In 



Table 3: COW AN, Ondo State Branch - Enrollment, 
Contributions and Loans, 1992-94 

CredIt Scheme 1992 1993 1994 
No of mdlvlduals enrolled - Female ] 7 100 19220 21030 

Male 320 560 680 

All 17420 19780 21 710 
No of groups regIstered 572 580 650 
Total contnbutlon / savmgs (naIra) 342 548 1 360800 3 067200 
No of loan applll..atlons approved 171 189 426 
Value of loans dIsbursed (naIra) 513 824 945000 2 130000 

Health Fund 
Total contnbutlOn (naIra) 68640 69,600 78,000 

No of loan applicatIOns receIved 20 30 45 
No of loan applicatIOns approved 15 20 33 

Value of loans disbursed (naira) 55000 72 500 60000 
Where patIent was treated 

a Pnvate facIlity 4 4 7 

b Pub lie fac Il!ty 10 16 26 
No of loan defaults 0 0 0 
Shortest repayment peflod (months) 3 3 3 
Longest repayment peflod (months) 10 13 12 
No of states operatmg health fund 10 10 10 

No of states offenng famIly plannmg 2 2 2 
program 

Source COW AN Akure March 1996 

zones for admmistrative purposes, although functIOnally and financially 
each group stili retams Its mdependence In Ondo State for example SIX 
admmistratlve zones eXIst each comprlsmg at least three Local Govern
ment Areas The state branch of COW AN IS headed by a ChaIrperson 
who need not be literate but the day-to-day management of the ASSOCIa

tIOn IS vested m the State Coordmator who IS assisted by other members of 

the Executive Committee The position of Chairperson and other elective 

offices, such as the General Secretary and Treasurer, are contested every 

three years 

Zonal Coordmators In conjunctIOn With Program Officers momtor the 

actiVitIes of the groups m vanous zones and report to the State Coordma

tor Each state secretanat IS reqUired to forward returns on actiVIties and 
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accounts to the natIOnal secretariat located In Akure, Ondo State As at 

December 1995, COWAN operated In ten of the thirty states ofthe federa
tIOn Ondo Oshun Oyo Ogun, Lagos, Rivers, Anambra, Delta Plateau 

and Kwara States Most of these states are situated m the southern part of 

the country with only two of the ten Implementmg states (Plateau and 

Kwara) located outSide this regIOn This observatIOn may not be uncon

nected with the OrIgm of the scheme m the south, a part of the country 

Table 4: COW AN, Ondo State Branch - Enrollment, 
Contributions and Loans, 1992-94 Ratios 

CredIt Scbem e 1992 1993 1994 
Female male ratIO 53 1 34 1 31 1 
Loans as percent of total contnbutlOn 150 0 694 694 
Average value of loan per apphcatlOn (naira) 3,005 5 000 5 000 

Healtb Fund 
Health Fund contnbution as percent of total 200 5 1 2 5 
(Credit Scheme) contnbutlOn 

Health Fund loan disbursement as percent of 107 7 7 2 8 
total loans disbursed 
Health Fund loan disbursement as percent of 80 1 104 2 769 
Fund contnbutiOn 
Percent of loan applicatIOns approved 750 667 73 3 
Average value of loan per beneficIary (naira) 3 667 3 625 1 818 
Where pattent was treated 2 1 4 1 3 7 1 
Pub Itc Pnvate faCilities 

Source COW AN Akure March 1996 

populated by peasant farmers artisans and traders, many of whom are al

ready accustomed to regular (Jomt) contributIOns as a form of personal 

savmgs as well as for financmg communal projects 

Programs Offered 

COW AN s actiVities cover a Wide SOCIO-economlc spectrum and are di

rected toward groups rather than mdlvlduals The activities are mtegrated 
and all registered groups are mvolved m each although emphaSIS may be 



placed on specific actiVities dependmg on the prIorIties Identified by the 
group (and agreed to by the Zonal Coordmators) Program Officers are 
assigned to each of the followmg actiVIties 

Credit Scheme-This scheme forms the core of the ASSOCIatIOn's actiVI

ties, bemg a cooperative umon It IS financed from the monthly contrIbu

tions pooled from all groups and the proceeds accrumg from mvestment of 

funds Although credit IS provided 10 the name of a speCific group, the 

credit faCIlity could be used for eIther mdlvldual or group projects 

Agricultural Development-Assistance (by way of credit) IS prOVIded to 
groups undertakmg jomt agncultural projects, such as group farms The 

loans can be used to purchase required mputs like seedlIngs and fertIlIz

ers, or hire eqUIpment such as tractors to enhance agrIcultural productIOn 

Technology and Food Processmg-Dlrect payment IS made to local fab
ncators of equIpment who, 10 turn, supply the Items to the groups recelv
mg credit In most mstances, this machmery IS used to process local food 

crops such as maize and cassava In cases where eqUIpment IS not avaIl

able locally, It IS bought from the open market and supplied to the groups 

on hue-purchase terms The 'loan IS offset from the groups' monthly 

contrIbutIOns ThIs arrangement IS refered to as loan 10 kmd' 

Health Care and Family Plannmg-ThIs program focuses on famIly plan
mng, health educatIOn and the operatIOn of a Health Development Fund' 
ThIs fund IS dIscussed 10 greater detatl below 

Option Life Program for COWAN Youths-As of 1994, every regIs
tered member IS reqUIred to enroll an offsprIng between twelve and twenty 
years of age as a member of the youth wmg These young people un-
dergo traIn10g In varIOUS crafts and trades SImIlar to those In whIch theIr 
parents are engaged for up to three months Upon graduat10g each youth 
WIng member IS prOVided a start-up grant ofN5,OOO - 10,000 (US$59 to 
$118)27 to begm a busmess ThIS amount IS larger than the average value 
of loans per 10dIvldual adult member (Table 4) because credIt to the latter 
are regarded as supplemental to already establIshed busmesses 
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Trammg-All aspects of the COW AN program have a trammg compo

nent whIch mclude the trammg of commumty-based dIstributors (CBDs) 
of famtly plannmg commodItIes, semmars and workshops on credIt man

agement and record-keep 109, and demonstratIOn exercIses m basIc mam

tenance of eqUIpment used 

(redlt Scheme 

(lolfl;ulllOl lIod ; t nt/l 11 

At mceptlOn, each group IS charged a umform fee ofN200 (be 109 the share 
capital) and a regIstratIOn fee of N50, all of whIch must be paId 10 full 

before regIstratIOn IS effected ThIS was followed (pre-l 993) by the pay

ment of monthly dues ofN60 per group Of thIS, N30 (50%) IS marked for 

program admmlstratlOn and offIce mamtenance, N20 (33%) for the 

cooperative's Trust Fund and N 1 0 (17%) for the HDF The Trust Fund IS 

an mterest YIeld 109 account held In the name of the cooperatIve umon (10 

thIS case COWAN) and kept In the local branch of the Cooperative Bank 
DeposIts to thiS account attract an mterest of] percent per month In 

1993 the monthly dues were replaced by the Dally SavIngs ofN600 per 
group per month whIle a separate amount of N20 per month per group 

was also deposIted 10 the Trust Fund The 'Dally SavIngs' was Increased 

to N I 200 per group In 1995 With the expectatIOn that each mdlvldual 

WIthIn the group (assumIng there are five IndIvIduals per group) should be 

able to set aSide a mInImum ofN8 daily WIthout difficulty hence the label 

'Dally SaVIngs These dally savmgs ofNl 200 per month per group are 

held In an account WIth a commercial bank Apart from the contributIOns 
to COWAN, It IS not uncommon to find IndIVidual members stili partIcl

patmg In other esusu arrangements as deSIred 

After contrIbutIng for three months, a group becomes eligIble for credIt of 

N 10 000 per annum There are no specIfied preferences (by sector or type 

of actIvIty) In the dIsbursement of loans, each group IdentIfies ItS own 

project WhIch IS assessed by the Program Officer In charge Apart from 
these group loans IndIvIduals could also obtam credit to meet (non-medI

cal) needs such as chIldren s school fees Such loans can be as hIgh as 

N20 000 and are sourced from the Trust Fund A profile of contrIbutIOns 



made and loans dIsbursed 10 Ondo State between 1992 and 1994 IS pre
sented 10 Table 3 Total contnbutlOns rose by almost 800 percent between 
] 992 and 1994 to stand at N3,067 200, whIle loan dIsbursement 10 1994 
was put at N2 130,000 - an 10crease of 3 ] 5 percent over the 1992 figure28 

'"In ftPII/men! 

The repayment penod for group loans IS twelve months No moratorlUm IS 

granted except 10 10stances where loans are provIded for technology ac

qUIsItIOn These attract a moratOrIum of three months, whIle repayment 

can be stretched over a penod of eIghteen months 10 vIew of the larger 
sums mvolved The monthly contnbutlOns contmue upon receIpt of the 

loan By 1995, each group was expected to contrIbute a total of N14,400 

wlthm twelve months, leavmg a balance of N4,400 after the deductIOn of 

the Nl 0,000 credIt Personal loans, on the other hand, are payable wlthm 

SIX months, at an 10terest of 2 5 percent per month All contnbutlons (10-

dlvldual and group) are documented 10 standardIzed ledgers and statements 
of accounts 

The value ofloans dIsbursed IS not determ10ed by the amount already con

tnbuted by the group at the date of apphcatlOn, but the amount expected to 

be contnbuted by the end of the penod, a group may only have contnb

uted for three months (amountmg to N3 600) but could wIthdraw the 

N 1 0,000 loan thereafter The balance IS often sourced from the Trust Fund 

The default rate IS reported to be very low Grants are receIved from the 

Ford FoundatIOn and other donor agencIes to help sustam the scheme 

Rurallotearated Health dod family PlanolDG Pflaram (RIHfPP) 

1If/110 

COWAN ongmally embarked on a famIly plann10g program 10 1986 to 
check the hIgh fecundIty (WIth lIttle or vIrtually no spac1Og) observed among 
members of the cooperatIve ThIS 10ltlatlve was supported at the outset by 
the Planned Parenthood FederatIon of Nlgena (PPFN) whIch aSSIsted 10 
the trammg of communIty-based dlstnbutors (CBDs) and the supply of 
famIly plann10g commodItIes (oral pIlls and barner deVIces only) By the 
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end of 1994, 370 CBOs had been tramed to dispense these commodities 

CBOs refer chents seekmg other forms of contraceptIOn (such as IUCO and 
mjectables), and complicatIOns arising from contraceptive use, to public and 

private facilities designated by the Federal Ministry of Health and PPFN 

COWAN s family planning program later expanded to Incorporate other ser

Vices, a move that was motivated by the unfavorable mortality and morbid
Ity of individual members and their families, particularly In the areas of ma

termty care and child nutritIOn Lack of access to finance was IdentIfied as a 
major reason for observed delays In seeking appropnate care ThIS led to the 
establishment of the Health Development Fund (HDF) m 1989 

Environmental health and nutritIOn educatIOn also form an essential part of 

the RIHFPP and faclhtators (usuaJly volunteers expenenced In various fields) 
assist m thiS program Continued educatIOn and mobilizatIOn have helped to 

minImiZe male reSIstance to famIly planning whIle the utilizatIOn of thIs ser

vIce IS saId to have remained Impressive, more especIally as the health pro

gram IS Integrated WIth the credIt scheme 

Health Denllpment Fund 

(IOtrIJU(II0J If 0" Jtnt/!tJ 

Monthly contributIOns to the HDF are banked separate from contributIons to 
the credit scheme HOF contnbutlons are also mandatory and amount to 

N 10 per group per month ThiS entities members to loan assIstance should 

they or their ImmedIate family suffer 'catastrophic' Illnesses29 There IS no 

waIting period and the onus lies on the famIly to deCIde the level of assIS
tance reqUIred, although loans cannot exceed the actual cost of care Loans 

can be guaranteed by relatIves where the AssocIatIOn member IS the patIent 

As seen m Table 3, only a few loan applicatIOns are received yearly, about 

70 percent of whIch are approved ApplicatIOns are usually rejected where 

the amount sought IS consIdered very small and the Illness IS not senous, 
Program Officers usually adVIse such applicants to raise the amounts re
qUIred from WithIn the communtty In a few Instances though, Program 

Officers have actually been the ones to Identify very ill members and pack
age the necessary loan assistance from the HDF 



Total contnbutlons to the HDF are usually very low, with only N78,OOO 
contnbuted 10 Ondo State 10 1994 this represents a 25 percent mcrease 
over the amount contributed In 1992 The average value of approved 

loans per beneficIary for the period 1992-94 was well below N4,OOO (Table 
4) Disbursements averaged 87 1 percent of contnbutlons, although, the 

lag between mflow of contnbutlOns and disbursement of loans sometimes 
necessitate that funds be transfered from the credIt scheme 

Loans for medical care are also payable wlthm twelve months but are 10-

terest free for the first three months after which mterest of 2 percent per 

month IS charged Loan diverSion IS uncommon because of the venfica

tlon process and the eXistence of the credit scheme which caters for the 
commercial needs of enrollees The default rate IS reported to be very low 

and consistent with the expenence ofthe People's Bank ofNlgena (which 
reported a 92 percent repayment rate for ItS loan portfolio) (Sokenu, 1994). 

supportmg the view that the poor are credit-worthy Groups are not paid 

any Interest for contributions to the HDF unless the group has made no 
claims for ten years, after which an mterest of 1 percent monthly accrues 

ThiS provIso. understandably, IS Intended to protect the fund which could 
eaSily be depleted 

Itllll"ulltllll ,flfflul ,.1""111 II (1ft 

On the average, benefic lanes are three times more hkely to opt for public 
rather than pnvate faclhtles, largely because of the popular perceptIon of 

the former as bemg better staffed and eqUIpped, and as such bemg able to 

handle dIfficult cases more competently than the pnvate sector Also, the 

COW AN program supports predommantly rural populatIons As such, 

member access to pnvate care IS limited 10 these areas The RIHFPP oper
ates as a cash-mdemmty plan and there IS no direct mteractlon with health 
care prOViders An exceptIOn to thiS are the publIc hospitals that have 
developed an 'understandmg' with COW AN and accept the membershIp 
card as a form of 'credIt card' InformatIon on morbIdity patterns IS not 
kept at present hence, patterns of health care consumptIon cannot be Iden
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Medical care loan applIcations are treated as emergencies to ensure that 
patients are not demed timely access to care However, Zonal Coordina
tors and health Program Officers stili have to authenticate all claims filed 
There IS no vettmg of bills from health care prOViders as there are no fee
schedules In eXistence, the chOice of prOVider IS entirely left to the patient 
and It IS presumed that parameters such as the qualIty and cost of care 
delIvered In the faclhty would have been factored mto this choIce This IS 
a setback consldermg that health care consumers (especially the poorly 
educated) are not empowered With mformatlOn that enables them to make 
valId Judgments regardmg the effiCiency and qualIty of services they re
ceive Indeed, efforts are made not to disclose the mvolvement of a <thlrd
party' In the payment arrangement as this could mvoke prIce mflatlOn on 
the part of prIvate prOViders However, there are plans to establIsh a for
mal relationship between COW AN and the ASSOCIation of ProprIetors of 
PrIvate Nursmg and Maternity Homes m On do State - a twenty-five mem
ber associatIOn With Independent facilities offermg mtegrated pnmary health 
care services 

hnes 

LInkIng a credit scheme With prepayment for health care makes thiS ar
rangement an attractive model for protectIng those In the mformal sector 
However, USing the findmgs ofa World Bank review which estimated an
nual per capita costs for coverIng baSIC health services wlthm low mcome 
economies at $12 (BobadIlla et a1 • 1994), the !tmlted contrIbUtions make 
It Inadequate for financmg the baSIC health needs of indiVidual familIes 
As discussed prevIOusly, effiCiency may be compromised where prOViders 
are paid a FFS WIthout an agreed fee schedule and there are no mecha
nIsms for assessIng the qualIty of care rendered by proViders More de
tailed evaluatIOn IS reqUIred to assess the adequacy and effiCiency of thiS 
arrangement, and to explore opportunItIes for covermg a Wider range of 
baSIC health care benefits such as ambulatory care and maternity servIces 



OPTIONS fOR IMPROVING ACCESS TO (Aft( 

The foregomg diSCUSSion highlIghts the potentials for, and lImitatIOns of, 

various approaches to prepayed health care 10 different commumtles 10 

Nigeria WhIle the diSCUSSion IS not exhaustive as other eXlstmg forms of 

prepayment might not have been IdentIfied30
, It raises concern about the 

extent to whIch pollcy developments 10 the natIOn's health care system 

effectively address the diverse needs of her populatIOn There IS strong 

IIkehhood that the problem of access to care confrontmg low mcome ur

ban populations may not be fully appreciated by policy makers, especially 

consldermg that the concentration of health care resources (private and 

publIc) wlthm urban commumtles could easily be construed as eVidence 

of ready access to services But with medical care prices rlsmg steeply 10 

the face of contmumg Job losses 10 both pubhc and private sectors, an 

mcreasmg number of familIes may be becommg medIcally mdlgent 

It becomes ImperatIve, therefore, that sUitable models of prepayment be 
deVIsed such that the burden of Ill-health does not weigh too heavily on 

mdlvlduals and families 10 the low mcome bracket Such risks could be 
mmlmlzed where familIes have good access to personal preventive ser

vIces and low-cost curatIve (primary) care, but as Arhm observed, undue 
emphasIs tends to be placed on the prOVIsion of catastrophIc cover m the 

search for health msurance alternatives that SUlt the needs of low mcome 
populatIOns (Arhm, 1995) Expenences from other developmg countries 
support the view that commumty based nsk-sharmg arra ngements for low 
lOCO me groups are actually feaSible when they are structured along eXlst-
109 hnes of commumty orgamzatlon and management (Arhm, 1995) (AdeYI 
1989) (Chabot et al 1991) Although recent expenments relate more to 
health care financmg wlthm rural popUlations, the approaches used may 
be replIcated among low mcome urban commumtles, particularly where 
some form of communal contnbutory system already eXists 

Identified options for covermg the low loCO me urban populatIOns through 
prepayment schemes are summanzed 10 Table 5 They represent ap
proaches that are conSidered feaSible m the light of prevaIlmg SOCial and 
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economIc cIrcumstances, but there are other consideratIOns that potentially 
lImIt the apphcabllIty of each of the proposed arrangements Whatever the 
approach favored, It IS advisable that the scheme be mltlally restricted to a 
small group of providers and the minimum permissible number of mfor-

Tahle 5: Options f()r Extending Health Insuruncc/Prepa~'menJ 
Arran~ements to L()\, Income lrhun Populations

Indh'iduals and Groups in the Inrormal Sector 

Option 

A 

Support 
expansIOn of 
com merclal 
h ea Ith 
InSU rance 

B 

Support 
d evelopm ent 
of Voluntary 
(non profit) 

Health Plans 
VHP 

III 

Prospects 

Some pnvate plans with 
requ \Ted legal fram ew 0 rk 
already Identtfled 
Machinery for prem lum 
collectton and claims 

adm InlstratlOn estabhshed 
Expenence data available to 

assist In premium computatIOn 
Risk pool already eXlsts- low 

cost plans can be bu lit around 
such pool allowing for wider 

nsk spreading 

N HIS unlikely to cover 
Informal sector for several 

years hence confhct IS 
m In 1m Ized 

ProvIdes needed com petition 
for the N HIS 

Prem lums should be lower 
than In com merclal plan 

Concept of non profit VHP IS 
endorsed by key profeSSional 
assoclattons In health sector 
NGOs tn the country have bUIlt 
up Impressive record of 
performance plans could be 

readIly embraced by wIde 

segments of the populace 

Limitations 

EXIsting private plans may not be 
operating efficIently 
Profit motlve could ultimately overnde 
se rv Ice 0 bJec t IV e re su It Ing In e scala t Ing 
premIUms 
NHIS could skim off good nsks 
leading to collapse of PrHI scheme 

where large numbers of low Income 
groups are covered 

Deslgnmg poliCIes for low Income 
groups may not be attracllve to prtvate 

Insurers 
LImited technIcal expertise In health 
Insurance underwrltmg IS avaIlable 
locally 

Reinsurance cover may not be avaIlable 

Deflnmg crlterta for registration of plans 
could be dIfficult absence of such 
cnterla could result In multiple schemes 
generating hIgh adm Inlstratlve costs for 
the health sy stem 

ReqUires a sound adminIstrative organ 
EstablIshment of fee schedules would be 
necessary 
Intense public enltghlenment IS required 

Could confhct with prOVISIOns of 
Insurance decree 
Scheme may not secure remsurance 

cover stallstlcal baSIS for premIUm 
computatIon lacking 
TechnIcal eltpertlse In the managemenl 
of prepayment schem es not readIly 
ava lIable locally 
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Table 5 (con't): Options for Extendin~ Health 
Ins u ran c e IP rep a y men tAr ran ~ e men t s to Low Inc 0 m e U r ban 
Populations- Individuals and Groups in the Inform at Sector 

o phon Prospects LimitatIons 

Promote 

Informal methods of 
contflbutlon wIdely practlced 
In dIfferent parts of the 

Determ matlon of adequate 
levels of contrlbutlon and fee 
schedules require expensIve 

c ou n try p ro f e s s 10 n a Imp u t credIt lInked 
Health SavIngs 
Scheme 

Form al cooperatlve netw ork 
IS very extensIve some are 
already fmanc mg health care 
(eg COWAN) 

Urban situated health care 
provIders may not accept low 
reImbursement rates 

Does not require elaborate 
adm tn Istratlve sy ste m s 
In surance ca rner IS no t 
requIred 
Does not conflict with N HIS 
Initiatives currently assistIng 
provIder groups these could 
serve as nucleus of proposed 
arrangement 

• ReqUires extensive 
con s u Ita tlo nan d sus ta m e d 
communIcatIOn with vaflOUS 
Interest groups 

mal groups Resources should be Invested In the first two to three years of 

such schemes to generate reliable data on various aspects of service provI

sIOn before expansIOn should be contemplated The information so de

rived could go a long way In instructing project managers about the best 

approaches for achieVing effiCiency and long term sustaInablhty 

Opt" n A- SUP P If t eJ pan s .. n I f (I m m U (I a I he a It h I n so ran u 

This optIOn appears attractive In that there are presently PrHI plans In ex
Istence that already have risk pools around whIch low-cost plans could be 
bUIlt In additIon, useful data on claims experience IS already avaIlable to 
assIst actuanes (and underwriters) In the computatIOn of premIum rates 
although claIms expenence alone IS an insuffiCIent baSIS for premIum com
putatIOn Furthermore the problems confronting eXisting schemes could 

be mitigated bv haVing a larger pool of subscnbers (such as members of 

trade groups or cooperatIve SOCieties), strengthening the technical capac

Ity of managers of health plans IdentIfYing and InstttutIng effectIve cost
control measures (such as the deSign offee schedules and appropnate man-
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agement mformatlOn systems), and asslstmg plans to secure necessary 
remsurance back-up 

However, this approach suffers many drawbacks, not the least of which IS 
the profit motive of private enterprise whIch could, over tIme override ser
VIce objectives and push premIUms beyond the reach of low mcome groups 
The other lImItatIOn to thiS proposItIOn is the NHIS which IS targetmg the 
same SOCIo-economiC group currently covered by private msurance and whIch 
could skim offthe 'good risks, leavmg the msurer wIth an unbalanced port
foho that could result m bankruptcy Private msurers are unlIkely to con

tmue marketmg low cost plans given such developments, and may sWitch 

mstead to marketmg products exclusively for the upper class (which IS what 

many of the compames started out with In the first mstance) Assummg 

these limitatIOns could be overcome, the commercial msurance optIOn could 

have a better chance ofsucceedmg m locatIOns outside cities like Lagos and 

PorHarcourt, where admmistrative costs tend to be substantially lower and 

the profit dnve not so mtense 

OPtion B - Support deHlopment.f Voluntary (non-profit) Health 
Plan-VHP 

The realIzatIOn that the proposed NHIS may not be an adequate arrange
ment for financmg health care m the country IS a major reason why profes

sional associatIOns m the health sector favor private mltIatlves that comple

ment government's effort In this direction The key professIOnal associa
tions welcomed the Idea of voluntary (not-for-profit) health Insurance plans 

- VHP - as a supplement to the NHIS The exception was the Pharmaceuti

cal Society of NIgeria which endorsed this option as a substitute for the 

NHIS. for reasons disclosed preVIOusly 

The advantages conveyed by Instltutmg not-for-profit health plans are nu

merous, so are the challenges Because It IS a non-profit arrangement, 10-

centlves for premIUm escalatIOn should be limited, although such a scheme 

IS expected to be self-finanCing Informal groups (trade aSSOCiatIOns, coop

erative SOCieties) and small scale busmesses of less than ten workers not 

Immediately covered under the proposed NHIS represent a potential pool of 

subscrIbers to the scheme The VHP could be orgamzed and managed by 



health sector professional associatIOns (many of which have signaled theIr 

preparedness to partIcIpate 10 such an arrangement) cooperatIve umons and 
NGOs 

One strategy would be to network urban cooperatIve socIeties through the 
State Federation of Cooperative Umons and encourage them to establIsh 
separate 'Health Funds' sImilar to the COWAN arrangement The level of 

contnbutlOn to thIS fund would be such that It will be sufficient to cover the 

premIUm for each enrollee and a speCified number of dependants The co

operative societies can then pay the VHP lump sums annually as the pre
mIUm for theIr members ThIS Will entitle beneficlanes to a basIc package 

of health services (personal preventIVe servIces, ambulatory and maternity 
care, and a hmlted number of m-pattent days) The VHP Will operate as a 

'service' plan, but a loan can be obtained from the cooperative society to 
pay prOViders out-of-pocket where the treatment reqUired exceeds what IS 

proVided for under the arrangement 

PaYing premIUms m a regulated (managed care) plan could prove more at
tractive than meetmg the full cost of quahty health service m an urban set

tmg To be effiCient, and remam suffiCiently attractIve 10 the long term, fee

schedules would need to be estabhshed and reViewed annually by a multi

party committe preference would have to be gIven to enlistmg only low

cost proViders (chmcs/hospltals, nursmg and maternity homes), machmery 

for effective mOnItoring of prOViders would need to be put 10 place, and 

adequate cost-sharing arrangements bUilt Into the plan The VHP could 

choose to register as an msurance company, In which case It could seek to 

minimiZe Its loss exposure by securing remsurance cover 

ThiS approach has potential In that members of cooperative societies are 
already accustomed to makmg regular, albeIt small contnbutIons Into com
munal funds These contrtbutlons can be moderately Increased to cover 
payments for health care The problem of non-affordablhty of premIUms 
would be reduced because enrollees would not be reqUired to make lump 
sum payments which often create finanCIal difficulties for low Income faml
hes The scheme would also prOVide the needed competition for the NHIS 
The VHP could escape the stIgma of an 'Insurance' plan (even where It 

operates as one) smce the scheme Will be co-sponsored by the cooperative 
movement and credible profeSSIOnal aSSOCiatIOns In the health sector 
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However, this optIon IS not without major challenges, the obvIous bemg 
that It would reqUIre an organIzation with a competent team of professlOn
als and managers to actualIze such a plan GUIdelInes must also to be 
defined for establIshmg Similar schemes to aVOid plans mushroommg m 
the future 31 In addItIOn techmcal support and trammg m the management 
of health msurance funds would be requIred, as would further research on 
service utilIzatIOn and costs In the Nlgenan prIvate health care subsector 
to gUIde the computatIOn of premIUms and fee-schedules MobllIzmg the 
key players and educating potentIal subscribers on the advantages Inherent 
m this arrangement would require considerable Investment In time and 
money 

Another lImitatIOn to thIS arrangement IS that In seeking to operate hke an 
Insurance scheme the VHP may be reqUIred to fulfill the statutory provI

sIOns of the Insurance decree (FGN, 1991) ThiS becomes even more rel

evant If reinsurance cover IS to be sought However, an mdependent self

financing health plan could overcome these lImitatIOns but subscribers 

would have to pay substantially more to sustam such a scheme Develop

ment assistance could be channeled toward offsettmg the start-up costs, 
while utIlization data, generated from other ImtlGtlves-supported projects 
m the country could prove useful m the constructIOn of fee schedules32 

htI.R ( - PUII.U (redlt-lIohd h.lt~ SUIOU Schllu (HU) 

A third approach to Improvmg access for low Income familIes IS to pro
mote the establIshment of 'health savmgs schemes' (HSS) SImIlar m many 
respects to COWAN's HDF and Smgapore's FamIly Savmgs Scheme' 
(Phua, 1986) but Incorporatmg some of the attnbutes of OptIOn B The 
adminIstratIOn of thIs scheme wIll be retained wlthm the cooperative SOCI

ety and each member of the socIety Will operate an account SimIlar to the 
normal contributory (credit) scheme The level of contribution Will, how
ever, be such that It can finance basIc health services and create reserves, 
where feaSible to be used as loans for 'catastrophiC' Illnesses 

MedIcal care Will be obtamable from a list of preferred prOVIders Pay
ment for services Will be m the form of FFS usmg fee-schedules that are 
JOintly negotiated between prOViders and the cooperatIve UnIons ThIS ar-



rangement will operate stnctly as a cash-mdemnIty plan with no co-pay
ments or deductlbles Where a family exhausts Its savmgs but needs to 
pay for catastrophic care a loan payable at the usual rate of mterest, can 

be obtamed from the cooperative subject to proper venficatlon by the ad

mmlstermg officer 

The HSS IS a Simplified prepayment arrangement (an extensIOn of 

COW AN's HDF) that circumvents the compleXities and stigma, of an 10-

surance plan ContnbutlOns towards the scheme should also be more ac

ceptable than paymg premIUms as members would still have their contn

butlOns mtact where services are not consumed 10 any given penod (unhke 
the case With msurance premIUms), and It should be feaSible, If so deSired 

at a future date, to upgrade the scheme to, or merge With, a voluntary health 

plan As IS the case WIth the VHP, resources would need to be committed 
for communIty mobIlizatIon and advocacy, and to determme contnbutlOn 

levels and fee-schedules to ensure financial sustamablhty and make It at
tractIve enough for prOVIders to remam 10 the scheme and dehver quality 

care 
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(ON(IUSION 

OpportuOitles eXist withIn the health and financIal sectors In NigerIa for 
low cost health Insurance plans that SUIt the needs of low mcome urban 
populatIOns, but the challenges that arIse are great Social msurance pro
vides one avenue by which the burden of Ill-health could be distrIbuted 
eqUItably over large segments of the population, but the current proposal 
for natIOnal health Insurance In NigerIa IS constraIned by errors of design, 
which could make thiS an Ineffective Instrument for extendIng coverage to 
groups outside the formal sector 

Commercial health msurance, on the other hand, IS restrIcted by the high 

cost ofpremlUms, lImited underwrItmg expertise available In the country, 

and madequate contro lover the medical care market Therefore. only those 
that fall WithIn the high and upper medIUm Income levels (and espeCially 

those m formal employment) are lIkely to obtain protectIOn via thiS avenue 

In the forseeable future Non-profit. prIvate health msurance plans and 
credit-lInked famIly savIngs schemes however present feasIble approaches 

to coverIng low Income urban populations where these are networked With 

eXisting cooperative schemes 

EmphaSIS should be placed on providIng coverage for basIc preventive 

and curative health services delIvered by low cost providers, With appro

prIate cost-shanng arrangements and other diSInCentives for excessive con
sumptIOn of care bUIlt mto the scheme Whatever the approach favored 
ImplementatIOn must be preceeded by Intense communIty mobilIzation to 

sensitize and educate potentIal subscrIbers about the mechanIsms and ben
efits of prepayment schemes for health care 



NOT E S 

I Renamed Federal MInistry of Health and Social Services (FMOHSS) 

- Payroll contnbutlon has been actuanally computed at 105% of employee s gross 
earnmgs with the employer paymg three-quarters (76 percent of premIUms) The NHIS 
IS to be financed largely through this means although nommal co-payment and 
prescnptlOn charges are mcorporated m the financmg arrangement 

3 Each msured person IS expected to bnng an average of 4 5 persons 

4 Average rate of exchange m 1992 = US$1 00 N 17 30 

5 Pnvate or pubhc sector health chmcs comprehensive health centers and hospitals 
(excludmg tertiary centers) quahfY to be registered as pnmary providers Maternity and 
nursmg homes may be so considered dependmg on State regulatIons but these must 
engage full tnne phYSICians 

~ Moral hazard IS the tendency for msured persons to adopt unsafe or unhealthy Itfestyles 
by virtue of their bemg covered This often translates mto heaVier use of medical 
services smce the msurance cover promotes access to care by eltmmatmg or reducmg 
finanCial barriers at the pomt of consumption 

7 The professIOnal bodies are I) Nlgenan Medical ASSOCiatIOn u) ASSOCiation of 
General and Pnvate Medical PractItIOners ofNlgena 111) GUIld of Medical DIrectors IV) 
Pharmaceutical SocIety ofNlgena and v) NatIOnal ASSOCiatIOn ofNlgenan Nurses and 
MidWIves 

• These were ad-hoc surveys conducted In July 1994 and August-September 1995 The 
samples were very small and no effort was made to control for confoundIng varIables 
CautIon should therefore be exerCIsed In the InterpretatIon of the findmgs 

• ProViders are hkely to oversupply medicatIons m a fee-for-servlce reimbursement plan 
whereas they could under-supply m a capItatIon arrangement m whIch the cost of drugs 
IS already mcluded In the negotIated payment 

10 Usmg 1991 populatIOn estImate of 88 mIllIOn and annual growth rate of 3 percent 
about 370 000 people would have been covered by pnvate health msurance as at 1993 -
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"Seventeen percent of the respondents were from social classes ABC - upper and 
middle mcome bracket 

'2 These risks are usually covered under General Accident Insurance and Workmen s 
CompensatIOn Scheme respectively 

13Underwrltlng IS the process of assessing the degree ofnsk Involved In any Insurance 
proposal the object being to detennme whether or not the risk IS worth accepting and If 
so the premIUm payable 

'4 Co-msurance In mdustry parlance refers to Jomt underwTltmg of a partIcular nsk by 

two or more Insurance companIes (as dlstmct from co-payment or cost-sharmg) The 
premiums are shared accordmg to the proportIOn of nsk borne by each company and 
claim settlement IS also m the same proportlOn Sometimes a company may underwrite 
poliCIes that prnnarlly cover other classes of risks (e g marine) but whIch Incorporate 
provIsIon of sickness benefits even though the company does not manage a health pool 
The medical component of the risk Will usually be co-msured With other companIes 
underwrltmg medical risks 

IS Source Insurance Year Book 1994 Nigeria Reinsurance Corporauon Lagos 

,. Such poliCies are Jomtly underwritten With health Insurance carriers based outSide the 
country (commonly the Untted Kmgdom) and premIUms are remitted m foreign 
currency Newlme Insurance Company and IGI actually started their health schemes 
With thiS product 

'7 ComputatIOns are based on the statistics supplied by the companies the accuracy of 
reporting could not be verified 

'8 The high rates of InflatlOn make It difficult for proViders to accept reimbursement rates 
that are bmdlng for more than a few months and although the GUild of Medical Directors 
(an associatIOn ofpropnetors of private hospitals) had In the past attempted to set rates 
for medical services thiS has not proved very popular even amongst doctors 

,9 Personal commUntCatlOn With Mrs E 0 OlubuSI, Managing Director Armour 
Insurance Company Ltd Lagos 1996 

o UPinsured schemes refer to employee medical benefits schemes that do not Involve an 
msurance company (e g services proVided through employer-owned health faCility) 

, Estimated from schedule of fees drawn up by the GUild of Medical Directors and 
survey data compiled by the Federal Office of StatistiCS 



, IGI covers maternIty care at 15 percent extra premIUm whereas SIC and NIL do not 
have such nder 

- Sources wIthm the Industry speculate that eXIstmg PrHI schemes wIll face major 
finanCial pressures m the foreseeable future 

• ThIs subject IS yet to be adequately researched and documented m the country 

5 Just as mdlvlduals seek protectIOn by takmg msurance polIcies agamst dIfferent kmds 
of nsks msurance companies also msure' themselves agamst heavy losses on any 
partIcular nsk The nsk thus becomes remsured the cover bemg prOVIded by 
Remsurance companIes 

26 The remsurance companIes surveyed are I) NIgerIa ReInsurance CorporatIon 11) 

AfrIcan Remsurance CorporatIOn m) Contmental Remsurance Company IV) Globe 
Remsurance Company and v) Umverse Remsurance Company - all have theIr head 
offices m Lagos 

27 Exchange rate In 1995 IS eshmated at about US$l N85 

• The accuracy offinanctal entrIes could not be verIfied as such these figures must be 
used With cautIOn 

9 CatastrophIC Illness IS descnbed as an epIsode of mfirmlty or accident usually 
necessltatmg hospItalIzatIOn the cost of whIch often exceeds the famIly s ImmedIate 
finanCial capabIlIty 

'0 Few publIshed works eXIst on communIty health msurance and Informal prepayment 
arrangements for health care m N Igena An In depth study of the subject could prove 
benefiCIal 

1\ The emergence of numerous voluntary health plans (SIckness funds) could dIlute 
the element ofnsk-poohng and Increase admInistratIve costs WIthIn the entire health 
system 

, Four (4) pilot faCIlIties under the umbrella of the NIgerIan PrIvate Nurses and 
MIdWIves ASSOCIatIOn Osun State have smce January 1996 commenced Imple
mentatIOn of health InfOrmatIOn adminIstratIve and finanCIal control systems de
SIgned to strengthenmg bUSIness management practIces It WIll be pOSSIble over 
tIme to generate reliable mformatlOn that can be used for pncmg servIces at thIS level 
of care and for thiS category of provIders The systems could be rephcated m selected 
phYSICIan-owned practIces to generate SImIlar mfonnatlon 
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AIOUI INITIATIVlf 

Private Imtiatives for Primary Healthcare (/mtwtn es) IS a project funded 

by the U S Agency for InternatIonal Development (USAID) and managed 

through a cooperatIve agreement wIth JSI Research & TraInIng InstItute 

The project promotes access to qualIty baSIC health services In developIng 

countnes by strengthenIng local private groups abIlItIes to provIde baSIC 

health servIces The project specIfically targets lOW-Income residents of 

urban and pen-urban areas 

WorkIng In Ecuador, Guatemala NIgeria and Ghana, Imtwtlves strength

ens the financIal and InstItutIOnal capabIlItIes of local prOVIder groups In 

these countries, the local groups encompass a range of servIce models, 

IncludIng Independent phYSICians and nurses networks of prOVIders, and 
tradItIOnal and non-traditIOnal Insurance schemes Initiatives prOVIdes tech

nIcal assIstance through bUSIness development workshops and IndIVidual 

consulting m the areas of strategic busmess and finanCial planning mar
ketIng assistance and capital acqUIsitIOn 


