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Abstract

Financial and health refarms ave discussed within the
cantext and challenges in a complex and pluralistic
Nigerian society. These major reforms are integrated
and directed on health financing; with the application
of strategic management principles to enhance the
efficiency and respansiveness of the health service
delivery. Health financing mechanisms used by some
developed couniries were Jeatured.  Financing
mechanisms curvently used in Nigeria are mainly user
Jees and social health insurance scheme. witich
berefit mainly puupﬂ' e H:e'.ﬁn'muf soctor Wil o vast
majority of the people in the informal sector left out.
Health gains and equity in distribution and use of
government expenditure on health tend to elude the
poor i the rural and wrban areas. Implemeniaiion
whontd build on the platform of existing sysiems,
struetures and human resources in the three tiers of
sovernmeit: with sirategies well-adapied to drive
Sorward {1 inpovative activities and subseguent
ottcome measures. An integrative financial and
health reforms model was proposed io mrEvimize the
strafegic maragement thrust for achieving a maore
efficient and sustainable health care defivery .
Nigeria
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Introduction

Financial and health reforms are global phenemena
which are necessitaled by growing complexities i
financial transactions, dwindling ¢conomic
resources, aimed at enhancing costeffectiveness, and
ensuring wellness and improved quality of life of the
people in a dynamic world. The health sector 15 ! the
centre of global development policy, geared towards
achieving economic and healih security. Developing
countries and the international community are
improving health systems to meet the Millenmum
Development Goals (MDGs) and at the same time
enhancing linancial protection by securing long-tenm
support for these gains. However, maney alone
carnot buy health gans or prevent impavenshiment
due to catastrophic medieal bills. Well structured
results based financing reforms are needed (WITCY
2010).

Financial systems are known to play a vital role in the
cconomic dev: lopment of nations through mereased:
domestic savings, efficiency of financial
intermediaton and effectiveness of the monctary
policy, The increasing internationalized context of
national policy making in terms of financial and
health reforms is more obvious with the prevailing
elobal financial crises. In developing countries thal
depend on international organizations (such as the
World Bank and IMF) for aid and other support, their
economic, public finance and public management
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polivies are very often shaped by the terms and
conditions attiched to soch International supparl
package {Cheung, 2002). The financial erisis in
developing economies since the |980s widenad and
deepened the distributive problems and slowed down
the provision of zoods and public services, health care
inclusivie. 1015 argued that developing economies that
embarked on privatization programmes and pubhe
sectar reforms, have the benefits of sexe effective
controls, increased enterprise efficicacy, and hence
promation of more effective national development

(Cook and Kirlepatrick, 1993).

Financml markets, national governments and
multinational corporauons responded in differemt
ways 10 an environment of highly mobile
international capital. The intervention ol the
International Monetary Fond (IMF) succeeded in
weakening instead of reviving many countrigs thal
fizll into the trap of devaluation. downsizing and ether
conditionalities associated with transnational
capilalism, Some countries nowever benefited from
increased export trade that tolle egtrueturing.
The expected henefits ar cruable from o acalthy dnd
developed financial system are tie:.  the extent of
savings mobilization and the efficiency of financial
intermediation roles (Gibson and Tsakalotos, 1994).

Reformanon in most developing and emerging
poonomies is driven by the reeurrent fiscal crises,
globalization of ‘the markets and the related
ceonomic-linancial  lhiberalization as well as
democratic processes, Three phases of roformation
were adopled by most developing countries. The first
phase concenirated on the adjustments w the balance
ol payments and macro-ecconomic reform and the
restructuring incenlives and relative prices: The
second phiase focwsed on overhauling the nrevailing
public sector arrangements and ensuring the
privatization oreontracting out a larmawismber of state
activities that could be commercialized n & markel;
while the third phese¢ consisis of the lwwe term
institutional adjustment reguired to consulidate snd
sustain others [Rowart, 1999),

I'inancial Heforms and the Health Sector in
Nigeria

Health financing reforvs are a core part of health
sector development in low and middle inceme
countries. Developed cconomies have more stable
reform programmes with wider coverage. The trend is
lir move away from reliance on user fees or out-of

pocket payment as a source of health linancmg (Paul
Shaw and Griffin, 1995), to a more robust system of
risk pooling and health insurance schemes that tend
1o address inequality and good health for the poor.
The existing mix of financing mechanisms and
sources used m the health sector varies wadely both
between and within regions (Benmett and Gilson,
2001). In Migera, user fees are used in tax based
system as well as social health insurance type systen,
The main objective of health lnancimg relonm is w
raise more stable revenues for health care. Equity
issues ar  secondary in some countrics. In the
ahzence of a buoyant economy, a stable financal
system and employed household members, 1t would
be very difficult if not impossible to source tax
pavers' funds to finance health or operate a health
insurance scheme. The ability of houscholds w pay
for the costs of health care, cushigming the financial
shocks associsted with severe illness and
acoessibility of quality services to the less privileged
are crucial for successful national health financing,
Perceived quality of care. time and transporial ‘o
costs associated with oo Siag care and mformal
charges must be favowurable to the client or
beneficiary. Ciood fmancial policies should be
supplemented by pood pelicies in the organization
and delivery ofhenlth care (Bennett & Gilson, 20017,

The health system in Nigeria and the healih status of
Migenans are 1n 4 deplorable state {Federal, Miostry
of Healthy 2008). Nigeria's overall health system
performance was ranked 187" position among the
191 Member States by the World Health
Clrganization in 2000, ' "=alth statos indicators were
warse than the average for sub-Saharan Africa. Infant
mortality rate and maternal mortality rale wers
among the highieat in the world (FMOH, 2008). The
sitpation might have improved with massive
immunization efforts by the World Health

'Orgamzation (WHO) and other denor agencies inthe

past i..cade. There was a general lack of transparency
and fiscal:discipline, a5 well as & complete absence of
g health care findncing framework o guide
government's rationale for investment allocation and
dishursement of resowsees (EMOEB, 20087, Thiscalls
for urgent {mancial reform m the health sector 1o
erhance the performance and free ap funds for other
eeonomic development efforts.

Financing reforms are frequently embarked upon at
times of cconomic crisis when there is finuncial
imperative to raise more money for the health sector,




sometimes with a rush foomplement reforms as o way
of cushioning the situntion, Hurred inplementation
will rurely deliver the potemtial benefits of such
reform (Bennett & Crlson, 20003, Provision of
healthoare in Nigeria is a concurrent respensibility of
the thres ters of povernment (Federal, State and
Local Governments), However, the operation of a
mixed economy allows private healtheare provider
participation. The Federal government is responsible
for funding activities in teriary health institutions;
the stite povernments mamige the general hospitals
whale the local governments  (LGAs)are ncharge of
the dispensaries. Aboll 4.6% of the GDP is spent on
healthcare, while the federal govemment's overall
expenditure on health is about | 5% ( Vogel, 1993).

Fmancial impact of health reform on medical
professionals i many countries 1s difficult to predict.
However cost teduction, mereased number of
palromnge as more previously uninsured people are
covered, and restructuring, enhanced medical
v armatics and job creation are hkely oulcomes of
the reform (Qaet, 20100 A comptehensive view of
health financing system has advantage over a namow
focus on particular reform mstruments from
mirketing perspeciive. It was observed that over-
cmphusizing on the type of funding system used by
countries may be conceptually inadequate, but at the
snime time restrict the consideration of possible policy
choices or focus attention on the success or failure of
particular schemes rather than on their i, aets for the
health care delivery system, and the entire population
Mootz 2001 ).

Health financing focuees on how Anancial resources
are generated. allocoted and used m health systems
(WHO, 2010, Health financing izsues address how
and sourcimg sufficient funds for health, how to
overcome Tipuncial barriers that exclude many poor
from nccessto health services and equity and efficrent
mix of health services (WHO/Health Fhumeing,
2000). As reponted earlier. developing counines
financial erisis are generdlly characterized by budgel
deficits, galloping inflation and lexible monetary
policies. IMF intervention . plan usually demands
from such countries: balanced budgets — requinng »
clean-up and stabilization of thew public finances
using fiscal austerity, control of inflation, and ngid
monetary and fiscal policies

Structural adjustments also created uncertanty 1o
economic institutions, contributing 1o financial crises
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i the markets, deepening the levels of poverty,
bringing more inequality and social exclesion, ond
making the conditions of living more precanous for
the larpe mojonty of the population. Health
conditions of the muosses are not spared either The
social cost of mmplementation of these policies
résulted in the reduction of public expenditure on
education, health and housing, to mention a few,
Nigeraiss' + dvictim,

Measures of financial sector development wsed to
assess the effectiveness of financial reform include:
growth rates of private Anancial assets and size of
currency coupled with the growth rates and ratios of
gross domestic product (GDP) that show the degree
of monetization and financial market development,
the flow of credit to the private sector from the
financial mstitutions, and the growth of fnancl
mstitutions’ credit 10 the prnivate secror refative to the
growth of private sector deposits with financil
imstitufions (Bisal, lohnston and Sunddrarsjan,
1993). If the financial sector which stallizes the
cconomy fo sascade effect results in all aspects
o4 the ecowmny, health inclusive. The protection of
the overall *+ Yh of financial institutions through
adequate regutationand supervision is crucml,

Health Financing Environment

The outcome of the fimancial reform has been mised
and differs from ane country to another. So alse is the
outcome of health financing and<form. The exisnng
mix of financing mechamsms and sowces used in
health se ot varies greatly both between and within
regions { Bennett & Ghilson, 20013, The objectives are
o raise more revenues for health care, encourage
more efficient use of resources and promote greater
accountability and sustamnabiliy. Apart from funding
the health <ector through budgetury alloeation, other
financing mechanisms have been used for the
purpose. These inelude 1ax-hased financing (income,
corporate, value added tuxes; cigaretie taxes, import
duties. etc.); social ansurance financing which are
ceninibutions to a kealth fund (mandotory
emplover/employee  contrnibutions of  percentage
salary); private insurance (premiums paid are related
o expected cost of service provided), user fees
(elients or patients are charged according to set tanff
for healthcare services rendered), and communiy-
based health insurance {premiums are commonly
fixed according to nsk faced by the average member
of the community, irrespective of the nsk groups),
Donor agencies have also plaved active roles n
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funding health care. Health foundations owned by
indiveduals and proups have channeled {unds wowards
quality healtheare to cBmmunities and a number of
health programmes. Such financial aids need to be
monitored and integrated into the overall health
package for maximum benefit to the tarpet
populatnon. The five primary health financing
mechamsms are also presented as follows: peneral
inxation o the federnl, state and local governments;
social health msurance; volumlary or private health
insurance; direct or out-of-pocket payments or user
fees; and donations or community health msurance
(WHO, 2006). Most country's systems make use of a
mix of all the five models and all types of health care
finance are compatible with an efficient health care
system (Ghied, 2008). The trend in Nigeria 1s a shift
from tax-based to social health insurance type
systemns, with user fees significantly featuring i all
thee iers of gover,  =nt, especially for the uninsured.

A conceptual framework for understanding the
organtzation of health financing systems was used to
show the relationship between stewardship of
financing (govermmance, regulation and provision of
informatian), health financing sub-functions
{collection and pooling of funds, purchasing and
provision of services) nnd the éntire population.
Issues related to the quality of health services, cost
sharing/user fees, coverage/choice and
entitlement/contributions to the funding system were
crucial { Kutzin, 2008).

Countries may share core values and agree gn the
broad goals of health systems and objectives of health
finuncing reforms, but other extrancous factors
constrmn the realization of these goals and values in
practice. For health financing, the most expedip
contextual issue 15 the fiscal contexts; the ability of
government to mobilize tax (income, value added
taxes, etc. ) and other public revenues, and the need 1o
balance them with total public spending. «isical
context 15 crucial since the more buoyant the
povernment 15, the more 1l can commit W health
financing (Kutzin, 2008 )

A pood assessment of the fiscal context is the ratio of
public revenues (or expenditures) to gross domestic
product (GOFP). Richer economies tend to be more
effective al mobilizing tax revenues (relative to the
size of their countries), Tax collection is ustally move
difficult in poorer countries because more of (he
population are jural dwellers or work in the informal

segtor (Gottret and Sclhueber, 2006). However. the
GDP per capitn does not completely determmne fiscal
context

The public sector mus! be fiscally sustamable and
expenditures must be balanced with revenues. This
also applies to health financing systems. Limitations
of government spending on health indicate the nec
for implicit and explicit rationing of resources. The
miore governments spend on health, the less patients
pay at the time they make use of services, which
consequently impact on the abjectives of financial
protection, equity in finance, and equity in the use of
health services. Governments can decide 1w give
priority 10 alth spending, irrespective of the fiscal
constraints. Improving the efficiency of resonrce use
15 therefore very crucial, to lessen the burden of
sustainability trade-offs, Apart from fiscal concems,
other contextual factors include: demographic

uclure and projections; rules governing the wider

- -tie finance system; and political-administrative

decentrahization in different tiers of govemment
(Kutzin, 2008).
Health Financing i e Developed Countries
and Nigeria

Health care reform is closely tied 1o financial reform
because of the huge sums of tax-payers' money sunk
on heslthcare in most developed and some
developing countries The amount spent on health in
the US represents about 16,7% of the country's gross
domestic product wul continues 1o grow much faster
thon the economy. Moreover, it threatens  the

economic Tuture of the povermments, businesses, and

individuals called upon to foot the bill (Herelinger,
2006). Health sector spending on health care . ssearch
and development { R & [3) was about $26 hillion in
2003, only 1opped by the government's spending on
defense R & D. Also private-sector spending on
health care B & D in the areas of pharmaceaticnls,
brotechiwlogy, nredical devices and health services
also amounts 1o tens of billions of dollars. Health care
professionals and  institutions  sometimes  blame
teehnology-driven product innovators o lugh eosts
of health cuge system. The US spent 15,2% of GDP on
health care (or US$6,347 per capita) i 2005
Approximately 45% was government expenditure
Policy prescriptions to jump-starl innoviations in
health care financing include the use of universal
coverage where achwewvable, o consumer-driven
system (Daley and Gubb, 2007), market-based
pricing andd the use of information from Securities




and Exchange Commssion for health ci-=
nstitutions and companies providing health care
{Herzlimger, 2006). The LS does not have a universal
health care system, although a legislation is in place to
establish a fully functional one by 2014,

Other  developed coummies like the Netherlands
itroduced & successful comprehensive reform
package that works not through a predominantly
government-run system like inthe UK, but through an
insurance market that sims to be patient-focused and
competitive (Dutch Health Care Performance Repont,
2006). The model shows that universal coverage cin
he combined with the benefits of competition nnd
indivi_aally-based care; thereby ov_.coming the
metficient and o mplex bureancracy, lengthy waiting
lists and lack of patient-onentation (Seddon, 2007),
Netherlands spent 9.2% of its GDP on health care,
equivalent of US$3,560 per capita, of which
approximately 65% was government expendil
(WHO, 2008). Sweden spent 9.2% of GDIP on heaith
care or US$3,727 per capita in the same year. In the
UK. each of the four countries has a separate but
coopernting public health  vesvstem.

Nigeria |s still batthing with the aftermath of the global
financial crisis. ) 'ch has the worst impact on the
apital market. Chunnels through wiich the reform
would have improved growth, deteriorated g the
reform. Real deposit rate, real savings, efficiency and
depth in financial mtermediatior and credit flow to
the private sector became poorer during the reform.
The inflation rate also worsened {Emenuga, 1994).
Nigeria operates a mixed economy, with three tiers of
government in place, The private sector has a
significant role 1o play in health care delivery. The
government mstituted the National Health Insurance
Seheme (NHIS) — 4 health financing mechanism
invalving government employees, the organized
private sector and the informal sectur The Federal
sovernment expenditure on health care 1s about 4.6%
of the GDP, while its expenditure on health stood at
about 1.5% (Vogel, 1993). In 2004, there was a
legislative act samending the created scheme of 1999,

Financial and Health Reforms Model

Reforms are introduced to enhance the efficiency and
effectivencss of existing programmes of Gctivities.
Different economies will respond differently 1o
reforms, with different outcomes (Monye, 2005),
There are winners and losers in the race for human
development and wellness { Tuylor and Taylor, 1992).
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The level of economic development and commitment
to the eouse of providing quality health care 1o the
people would play a crucial role in successiul
implémentation of health finance. From the
contextual perspective, the endemic corruption,
systernic inefficiency, ineguity in resource use and
distribution, lack of transparency and accountabnlity,
coupled with population explosion remain the major
challenges to the operation of a comprehensive
reform package for Nigerin In the three tiers of
government, health financing policy s developed
based on the platform of existing stmtegy, structure,
systems and core competences. A health financing
system that ensures efficient revenue collection,
pooling of resources and purchasing v uld guaraniee
gualitative health care delivery. Concerted effor 1s
made by government to introduce financial
management reform in the health seetor 1o cope with
the complex operations re.  .cd for success
{Lawrence ¢t al, 1994), New ways of accounting
should be introduced into the financing-mix chosen
to serve the Nigenan health system. Massive
restructuring  may  be inevitable 1o achieve
functional and market-onented model for the
country. Methods used by developed countrics
discussed could be modified and adapted o create
continuous  quality improvement of the health
system, Opposing innovation will expose the health
programme to the risk of obsolescence or failure
Manpower requirements in the three tiers of
government should be determined and people trined
to supply the much needed human capital for
sistinhle health scheme.

Customer-driven health reform cannot be achieved in
isolation. The financing mechanisms should be pilot

sted either at Jocal government or state level belore
selecting appropriate financmg-mix for MNigeria
Implementation activities should be monitored by the
Minrwy of Health officials, the actuary, private
sector  partictpants, other stakeholders and  the
representatives of the people al the community level,
o ensure the success of the scheme. Selecnon,
procurement, storage and distribution of
pharmaceuticals should be done by qualificd
personnel at all levels, bearing in mind the cost
effectiveness and other pharmago-economic
parameters

Political will is very crucial in pushing such a robust
md challenging programme o0 o threshold thi
puarantees sustainable and qualitative health care
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mmplementation activities. It would require
coardination  of efforts in the three tiers of
government, with the Ministry of Health  providing
the stewardship.

The Ministry of Finance will invariably be involved
especially in the budgetary allocation for health care,
supporting  health spending irrespective of fiscal
constraints when necessary, and channeling health
resources. Developments in the capital and money
markets. which will affect funds flow directly or
indirectly, should be monitored to ensure the
sustainability of the scheme. The expected outcomes
should always be marched with current performance.
Outcome measures include health gan, financial
protection, and degree of equity in health and
financing. Gap onalysis serves as o useful ool to
evalunte the health financing reform (interally and
exiernally} and 10 guard against the possibility of
programme faglure. The integrative model (Fig. 1)1sa
sirategic management approach to achieving
sustainable health care financing in an économy. The
reform programmes anchor on a platfesm or
threshold, supported by @ systems-strategy-structure
tnpod and stabilized by care competences at the three
tigrs of government.

If well implemented, the malaise of rationing health

would be swrmounted, The inefficient and
complicated bureaucracy coupled with nising costs
would be improved uvpon. An msurer may offer
different types of health plans. Tax credits could be
given to low income eamers. Insurers may alsa
chouse a hospital that offers quality care and dump
low quality care providers. Honesty, openness and
hgh standards must be designed into the health
financing scheme if it must endure. Criteria for
msurance, disease conditions 1o be covered,
insurance criteria for the elderly and chronically il
exemption criteria for cenam disease conditions, free
medicare for the under-fives, and the very poor — are
all modalities to be worked out preferably during the
planning/pilot stages, to hive a sustainable scheme. A
Aexible tiering’ system for the imsured and uninsured
could be adopted, aimed at narrowing the gap of
health inequalities between the rich and the less
privileged.

Programme planners and implementers muost exert
cantion o avold creating a general mistrust and
power struggle between the former work force and the
new stafT with revolutionary approach. Nepotism and
tribalism could easily erode the gains of reform
programmes (Ssengooba et al, 2007). Heforms
should incorporate active implementation research
systems to understand the contextual dynamics and

care through waiting lists and lsck of patient-focus TESPOTISES.
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The magnitude of government subsidies w the health
financing scheme should be determined and adequate
resounces allocated for sustainable implementation.
Other health care input variables should be assessed
and adequate provistons made for their avarlability,
There 15 need 1o consult widely with vanous imerest
groups like health professionals, non-governmental
arpurizations, religious organizations, bureauerats,
technocrats and the masses, to ensure acceptability
and ownership of the scheme. Programme
implementers must be part of the design: politicians,
bureaucrats and external advisers do not know it all,

Health sector staff must be tramed for the reguisite
capacity building. New forms of health care will
require new skills for accurate costing, pricing and
other finantial skills required for a successful
programme. New forms of finance incorporated mito
the scheme will equally require new systems as well
as new skills. Lack of appropriate financial and
information management systems could lead to gross
mefficiency of the programme, senous financial
losses and potential for programme failure. Financial
systems need 1o be developed from the start so that
revenues and premiums are channeled 1o the
improvements in the quality of care (Bennett &
Gilson, 2001). Cuore competences should be
developed at different levels of implementation and
evaluation. Developing a well articulated sequence of
reform implementation 15 of strategic importance W
complex reforms like social insurance financing A
successiul financimg reform will indirectly free up
funds previously ted down - for other uses by
government. Critics argue that reforms have unfairly
transferred the burden of health care costs to the
consumer (Muiser, 2007). Nevertheless, when well
designed and mplemented the overall gains 10 the
sociely sirikea balance for sustainable health care.

Conclusion

Peaple's health status is linked 10 therr econpmic
status 10 a number of ways. With a weak economic
structure, a fragile health core delivery system and
unstable financial sector 1n Wigena, health and
financial reforms are mewitable for a sustamable
health system and economic development, New
policies should as & matter of urgency, be formulated
and the strategic intent clearly communicated 10 the
public and implementers - to ensure support and
ownership of the programme. Structural and systemic
reipuirements should fit the financial, human resource
and admimstrative capacities of the three tiers of
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government in Nigeria, bearmg m oamind is gross
domestic produet, level of economic development,
educational environment, population dynamics and
socio~cultural issues, as well as the polincal and
technologreal environments. Reform planners should
take a closer look at the context within whicl healtl
systems operate to clarify and calm down potential
detractors of such reform programmes. Migenan
government should make significant financial input
to health care 1o ensure the potential outputs of the
human capital and the overall wellness of the

citizenry.

The most vulnerable groups should be given
adequate financial protection espectally the poor und
the uninsured. The people for exemption should be
addressed topether with the problems of access to
guality health core. Reform planners would linise
with the Ministry in charge of social welfare to keep
track of the very poor who need health financing
MosL.

Integrared financing and health reforms need time 1o
function properly. Strategies that take into
cognizance the structures, systems and appropriate
capacity building should be implemented to achicve
step-wise and sustainable guality of care that is cost
effective. The reform programmes may initially
encounter resistance, skeptics and inhospitable’
eynies resulting in eyclical and more complex
refonms and outcomes. At the threshold, some level
of stability 12 achieved 1o allow the systems,
strategies and structures 1o manifest as incremental
and sustamable health care {sce Fig. 1) Challenges
could militate against success, with potential for
programme failure if contextual and systemic signals
are ignored. Monuoring and evaluation systems
should be built into the programme for continuous
assessment of the performance and possible revision
of the scheme. Constraints or challenges are jointly
discussed with the planners, implementers and the
wider public. The feedback mechanism to the reform
commitiee or mimstries serves to strengthen the
capacity of the programme. With commitment and
well managed health fimancing, the integrased
finance and health reforms programme could
engender a sustainable health care ina plurahistic and
complex Nigerian health system,
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