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Abstract

Financaal and health reforms are discussed within
the comiext and challenges in a complex and
pluralistic Nigerian society. These major reforms
are inlegrated and directed on health financing;
with the application ol stralegic management
principles to enhance the efficiency and
responsiveness of the health service delivery.
Health Tnancing mechanisms vsed by some
developed countries were featured. Financing
mechanisms currently used in Nigeria are mainly
user fees and social health insurance scheme,
which benefit mainly people in the formal sector,
with a vast majority of the people in the informal
sector left out. Health gaims and equity in
distribution andruse of governnient expenditure on
health tend to elude the poor in the rural sod urban
areas.  Implementation should  build on the
platform  of existing  svstems, structures ang
human resouroes i the three tiers of government:
with strategies well-adapted 1o drive forward the
mnavalive aclivities and subseguent outcome
measures, An integrative financial and health
refprims model was proposed 1o maximize the
strategic managemenl thrust for achieving a more
efficient and sustainable health care delivery in
Migeria,

Key words: Sustdinable health care,
implementation, framework, uncertainty.

Introduction

Financial and health reforms are global
phenomena which are necessitated by growing
complexities in financial transactions, dwindling
economie resources, apned at enhancing cost
effectiveness, and ensuring wellness and
improved quality of Tife of the people ina dynamic
world. The health sector is at the centee ol global
development policy. weared towards achieving

economic and health security. Develaping
countries and the mternational community are
improving health systems to meet the Millenninm
Development Goals (MDGS) and ul the same time
enhancing financial pratection by securing long-
term support for these sains: However, moncy
alone cannot buy health gaing or prevent
impoeverishment due to eatastrophic medieal bills.
Well structured results based Nnancing welorms
ure needod (WHD, 20100,

Financial systems are known to play avital role in
the economic development of nations through
increased: domestic savings, efficiency of
financial inlermedistion and ellectiveness of (he
monetary palicy. The increasing internationalized
context of national policy making in terms of
financial and health reforms is more chvious with
the prevailing global financial crises. In
developing countries that depend on international
organizations {such as the World Rank and IMF}
for aid and other support, their economic. public
finance and public management policies are very
aften shaped by the erms and conditions atiached
to such mtermational suppor package (Cheung,
2002y, The Nnancial crisis in developing
ceonomics since the 19805 widened and deepened
the distnibutive preblems and slowed down the
provision of goods and public services, health care
inclusive, It is-argued that developing economies
that embarked on privatization programmes and
puklic sector reforms. have the benefits of more
effective contrals, increased enterprise elTicency,
and hence promotion ol more elfective national
development (Cook and Kirkpatrick, 1993).

Financial markets. national governments and
multinational corporations responded in different
wavs in an envirgnment of lighly mobile
international capital. The intervention of the
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Internativnal Monctary Fund (IMF) succeeded in
weakening instead of reviving manv countries that
lell inta the trap of devaluation, downsizing and
other conditiopalities associated with
trunsnational capitalism. Some countrics however
benefited from increased export trade that
followed  restructuring. The expected benelits
aceruable from a healthy and developed financial
svstem care lied to the extent of savings
mobilization and the efficiency of financial
mmtermediation males (Ciibson and  Tsakalotos,
[RALENR

Reformation in most developing and emerging
ceontmies s driven by the recurrent fiseal erises,
alobalization of the markets and the related
ceonomic-linancial liberalization as well as

democratic processes. Three phases of

reformation were adopted by most developing
countries, The first phase concentrated on the
adjustiments to the balance of pavments and
macro-economic reform and the restructuring
incentives and relative prices. The second phase
facused on overhauling the prevailing public
sgelor arrangements and ensuring the
privatizalion or contracling oul a large number of
stule activities that could be commercialized in a
markel; while the third phase consists of the long
term  institutional adjustment required fto
consolidare and sustain others (Rowart, |9949),

Financial Reforms and the Health Sector in
Migeria

Health financing reforms are a core part of health
sector development in low and middle income
countries. Developed economies have more stable
reform programmes with wider coverage. The
trend 15 fo move sway from reliance on user fees or
out-ol-pocket payment as a source of health
finaneing ( Paul Shawand Grittin, 1995). toa more
robust system ot risk pooling and health insurance
schemes that tend to address ineguality and goad
health for the poor, The existineg mix of financing
mechanisms and sources used in the health secior
varies widely both between and within regions
{Bennetrand Gilson. 2001). Tn Nigeria, user fees
are used in ax based svstem as well as social
health insuramee type system. The main bbjective
of health Bnancing veform is 1o raise more siable
revenues for health care. Equity issucs ane
seeondary in some countries. In the absence ol a
Buayant cconomy, a stable financial svstem and
cmploved household members, il would be very
difficult il not impossible to source tax payers'
funds to finance health or operate a health
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instrance scheme. The ability of househalds 1o
pay lor the costs of heallh care. cushioning he
finaneial shocks asseciated with severe illness and
accessibility of quality services o the less
privileged are crucial Tor suecessfol national
health financing. Perceived quality of care, time
and transportalion cosls associaied with accessimg
care and informal charges must be fBvouarable to
the client or beneficiary. Good fnancial policies
should be supplemented by wood polictes in the
organization and delivery of health care (Benneu
& Gilsen, 2001,

The health svstem in Nigeria and the health status
of Nigerians are in a deplorable state (Federal
Ministry of Health, 2008), Nigeria's overall
health. system performance was ranked 187"
position among the 191 Member States by (he
World Health Organization in 2000, Health status
indicators were worse than the average for sub-
Saharan Alrica. Inlant mertalily rate and maternal
morlality rate were amaong the highest in the world
(FMOH, 2008). The situation might have
improved with massive immunization cflorts by
the World Health Organization { WITIO) and other
donor agencies in the past decade. There was a
general lack of transparency and fiscal discipling,
as well as a complete absence ol a higalth care
financing  lframework 0 guide  government's
rationale For investment allocation and
disbursemen! of resources (FMOLL 2008). This
calls for urgent financial reform in the health
sector to enhance the performance and free up
funds for ethereconomic developmenfelTorts

Financing reforms are frequently embarked upon
at timeg of economic erisis when thereis financial
imperative 0 raise morg moeney lor the health
sector, sometimes with & rush o mplement
reforms a5 a way of cushioning the sitwation,
Hurried implementation will rarelv deliver the
potential benelils of such reform (Bennetr &
Gilsen, 2001). Provision of healthcare in Nigeria
i5 a concurrent responsibility of the three tigrs of
government (Federal, State and Local
Governments). However, the operation ofa mixed
ceonomy  allows  private healtheare  provider
participation, The Federal povernmenl iy
responsible for funding activities in lertiary health
mstitytions: the state governments manage (he
general hospitals while the lacal governments
(1.GiAs) are in charze of the dispensaries. Ao
4.6% ofthe GDIP is spent an healtheare, while the
tederal  governments overall expenditure  on
health is about 5% (Vogel, 19933,
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Financial impact of health reform on medical
prifessionals i many countries is difficult to
predict, However cost reduction, increased
number of patronage as more previously
umnsured people are covered, and restrocturing,
entaneed medical informatics and job creation are
likely putcomes of the reform (Qazi, 20010). A
comprehensive view of health financing system
has advantage over a narrow focus on particular
reform instruments from marketing perspective. It

was observed that overemphasizing on the type ol

I’uudillg syster used by countries may  be
conceptually inadequate, but at the samie time
testrict the consideration of possible  palicy
choices or focus altention on the success or failore
ol particular schemes rather than on their impacts
for the health care delivery system, and the entire
population { Kutzin, 2001 ).

Health Binancing  focuses on how  financial
tesources are penerated. allocited and wsed in
health systems (WHO, 2010), Health financing
issues address how and sourcing sufficient funds
Tor health, how to overcome financial barmers that
exclude many poor from access o health services
and equity and ¢fficient mix of health services
(WHO/Health  Financing, 2009). As reported
carlier, developing countries in financial erisis are
generally characterized by budget deficits,
galloping inflation and fAexible monetary policies,
IME mtervention plan usually demands from such
countries: balanced budgets - requiring a clean-up
and stabilization of their public finances using
fiscal austerity, contral of inflation, and rigid
monetary and fiscal policies. Structural
adjustments also created um:erlnimy i economic
mstitutions, contriboting tc financial crises in the
markets, deepening the levels ol poverty, bringing
muore meguality and social exelusion, and making
the conditions of living more precarious for the
large majority  of the population. Health
conditions ol the masses are not spared either. The
social cost ol implementation of these policies
resulted in the reduction of public expenditure on
education, health and housing, 10 mention a few,
Nigerin is also a victim,

Measures of financial sector developoient used (o
nssess the cffeetivencss of linancal  reform
inelude: wrowth cates of privade financial assets
and stee ol currency coupled with the growth rates
wd ratias of gross domestic product (GDP) that
show the degree of monetization and fnancial
market development; the flow of credit to the
private sector [rom the Tinancial institutions, and
the grawth ol lnancinl institutions credil 1o the

private sector relative to the growth of private
sector deposits with financial institutions { Bisat.
Jobinston and Sundararagan, 1993, 1 the financial
sector which  stabilizes. the economy  lails, a
coscade effect results i all aspects of (he
cconomy, health inclusive. The protection of the
overall health of financial institutions through
adequate regulation and supervision iscrucil,

Health Financing Environment

The outcome of the [nancial reform has been
mixed and diflers from one country to another. So
alsw is the cutcome of health financing and reform.
The existing mix of financing mechanisms and
suurees used in health sector varies greatly both
between and within regions (Bennett & Gilson,
2001). The objectives are 10 raise mMore revenues
for health care, encournge more efficient use of
resonrces and promote greater accountability and
sustain ability. Apart from funding the health
sector through  budgetary  allocation,  other
financing mechanisms have been used for the
purpose. These include tax-based finuncing
{income, corporate, value added taxes; cigaretle
faxes, import duties, eic,). social insurance
finanting which are contributions 1o a healih fund
{mandatory employer/employee contributions of
percentage salary ), privale insurance (premiums
patd are related 1o expected cost of service
provided); user fees (clients or patients are
charged according to set tariff for healthcare
services rendered), and community-based health
insurince (premiums are commonly  fixed
according to risk faced by the average member of
the community, irrespective of the risk groups).
Ponor agencies have also plaved active reles i
funding health care. Health foundations owned by
individusls and groups have channeled Junds
towards quality healthcare to communities and a
numberof health programmes. Such financial aids
need to be monitored and integrated into the
overall health package for maximum benefit to the
target population. The five primary health
financing mechanisms are also presented as
follows: general mxntion o the federal, stae amnd
local povernments: social health  insurance:
voluntory or private health insurance; direct o
out-af-pocket pavments or user lees: and
donations or community health insurance { WHO,
2006). Mosl country’'s systens make use of a mix
afall the five modeéls and all types of health care
lnance are compatible with an efficient health
care system (Glied, 2008), The trend in Nigaria is
a shifl from tax-based to social health insurance
Ivpe systems, with oser feds signilicantly
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featuring inall the tiers of government, especialls
for the tpinsured,

A conceptual framewark for understanding the
organization of health financing systems was used
1o show the relationship between stewardship of
finecing (eovernance, regulation and peovision
of mlormation). health financing sub-functions
{collection and pooling of funds, purchasing and
provision of services) and the entire population.
Issues related 10 the quality of health services: cost
sharing/user fees. coverngefchoice and
entitlementeontributions o the funding system
werecrici (Kutzn, 2008 ).

Countries may share ¢ore valuves and agree onthe
broad poals of health systems and objectives of
health finuncing reforms, but other extraneous
factors constrain the realization of these goalsand
virtlues in practice. For health financing, the most
expedient contextual issue is the Ascal contexis:
the ability of government (o mobilize tax (income.
vailuie added taxes, ete ) and other public revenues,
and the need to balance them with total public
spenting, Fiscal context is crucial since the more
bupyant the government is, the more it can commit
1o health finanging (Kutzin, 2008),

A goud nssessment of the fiseal context is the ratio
ol public revennes (or expenditures) to gross
domestic product (GDP), Richer economies tend
I be mure elfective gt mobilizing tax revenues
(refative 1o the size of their countries), Tax
collection s usually more diflicult in poorer
countries because more of the population ire rural
dwellers or work in the informal sector (Gottret
and Schieber, 2006). However, the GDP per capita
does not completely determine fiscal context.

The public sector must be fiscally sustainable and
expenditures must be balanced with revenues,
This also spplies 1o health financing systems.
Lamitations of government spending on health
indicate  the need for implicit and  explicit
rationing of resources. The more governmenls
spend on health, the less patients pay at the time
thuy make use of services, which consequently
impact an the objectives of financial protection,
equity i Tinance. and gquity i the use of health
services. Governments can decide 1o give priority
e health spending, irrespective of the fiscal
constraints. Improving the elficiency ol resouree
use is therefore very crucial, to lessen the burden
ol sustainability trade-offs. Apart from  liscal
concerns, other contextual  Factors  include:
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demographic structure and  projections: rules
governing the wider public finance system: and
palitical-admimistrative  decentialization in
dilferent tiers of government (Kutzin, 2008},

Health Financing in some Developed Countrics
and Nigeria

Health care reform is closely tied (o financial
reform because of the huge sums of wx-pavers'
money sunk on healtheare in most developed nod
some developing countries, The amount spent on
lealth in the US represents abowt 16.7% ol the
country's eross domestic prodoct and contines o
grow much faster than the economy. Morcover, il
threatens the economic future of the governments.
businesses. and individuals called upon 1o foon the
bill (Herzlinper, 2006). Health sector spending on
health care research and development ( R & 1))
wits about §26 billion in 2003 only wopped by the
government’s spending on defense B & DL Also
privite-sector spending on health eare R & 1 in
the ureas of pharmaceuticals, biotechnologs.
medical desices and health services also amounls
iy tens of billions of dollars. 1ealth carc
professionals and institutions sometimes blane
technologyv-driven product innovators for hich
vosts of health care svstem. The US spent 1527
of GO on health care (or LIS$6.347 per capita) in
2005, Approximately 45% was  goyernment
expenditure. Policy prescriptions o jump-start
innovations in health care financing include the
use ot amiversal covernge where achievable, o
consumer-driven sy stem (Daley and Gubb, 2007),
market-based pricimg and the use of information
from Securities and Exchange Commission for
health care institutions and companies providing
health care (Herzlinger, 2006). The US does niot
have a universal health care svstem, although a
legislation is in place to establish a fully foncetional
one by 2014,

Other developed countries like the Netherlands
introduced a successful comprehensive reform
package that works not through a predominantly
government-run - system fike o the UK, bt
through an insurance markel that mims o he
patient-focused and competitive (Dutch Health
Care Performance Report. 2006), The model
shows that universal coverage can be combined
with the benefits of competition and individually-
based care; thereby overcoming the inefficient
and complex bureaucraey. lengthy waiting lists
and lack of patient-orientation {Seddon, 2007).
Netherlands spent 9.2% ol its GDPon health eare.
equivalent of USS3.560 per capita, of which
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approximndely 65 was government expencitune
(WHO. 2008). Sweden spent 9.2% of GDI* on
health care or USS3.727 per capila in the same
wear, the UK each of the Tour countries has.a
separate but cooperating  public health cane
SVSLLIT,

Nigerin 15 still battling with the afiermath of the
global financinl erisis, which has the worst impact
o the capital market. Channels throughw hieh the
eeform would have im proved growth, deteriored
during the reformi, Real deposit rate, real savings,
efficiency and depth in linancial intermediation
o aredin Tow 1o the private sector became poorer
during the reform. The inflation rate also
worsened (Emenuga, [994), Nigeria operates a
mixad economy, with three tiers of government in
plisce, The privide sector has a significant role 1o
play in health care delivery, The government
institited the National Health Insurance Scheme
(NS T a health Gpancing meghanism involying
government emplovees, the orzanized private
sectir and  the informal sector, The Federal
government expenditure on health care is about
4.6% of the GDE while its expenditure on health
stood at abouat | 5% Vogel, 1993 ) In 2004, there
was a legistative act pmending the created scheme
I_-lr' I LA TH]

Fioanciad and Health Reforms Mode!

Ketorms are introduced to enhance the efficiency
anid elfectiveness of existing programmes or
acpvities:  Different  economies will respond
dilferemtly 10 reforms: with differemt outcomes
(Monve, 2003). There are winners and [osers in
e race for human aevelopment and wellness
{TovTor o Tavloe, 19920 The lesvel of economic

development dnd conumitment o the course of

prowiding gualivy Bealth ciare w the poiple would

plav perucial eole in soceessiul implementation of

lealih france, From the contextual perspective,
e endemic cormuption, svsiemic inefliciency,

ety in resource wse and disttibution, [acek of

transparency and aocobntability. coupled with
P batiom explosion remam the major ehallenges
o the dperation of o comprebdnsive refomm

prichage lor Nigerie. o the Whee lars al

aewyefpment henlth Noancing policy & developed
Pased on the platfomm of existing  siralegy,
sirneture, systems and core competences, A health
Reancing system that ensures eHicien) fevenue
earllection, pooling of resourees smd purchasing
wiolld puarsitee qualilative health care delivery.
Coneerted <lfort 15 made by government o
mtroduce finaneial management reform in the

health sector w eepe with the complex operations
required for success (Lowrence ¢ral, [994). New
wavs of acconnting should be intreduced o the
Neancing-mix chosen toserve the Nigerian health
svaLEm. Massive restractiring may be mevitable
touchieve a functional and market-oriented maodel
Tor the country. Métheds used by developed
countrics  discussed could be modified and
adapted o ereate continuows quality improvement
ol the health svstem, Opposing innovation will
expose the health progmmine 1o the sk of
olisaleseenee or fatlire. Muanpower feguireiients
in the three tiers of government should  be
determined and people trained o supply the muoch
needed human capital for sustainable health
seheme.

Customer-driven  health reform  cannot be
achieved in isolation. The finaneing mechanisms
should be pilot tested either af local government o
state level before selectng appropriate financing-
mix for Nigeria, Implementation activities should
be menitored by the Mimistry of Health of ficials,
the actuary, privale seclor participants. other
staheholders and the representatives of the people
it the community level, o ensure the success of
the scheme. Selection, procurement, stornze ang
distrihotion of pharmaceuticals should be done by
qualilied personnel w all levels, bearmg o
the cost effectiveness and  other  pharmaco-
ECONMNIC paramelers.

olitical will is very erucinl i pushing such o vabese
wnch chaltenging progeamme oo threshold rhat
gunrantees sustainable and quabitiive health care
implementation  aetivites. It owould  reguire
coordination of ¢fforts in the three ners of
povernment, with the Ministey off Health
providing the stewardshap.

The Minigoy ol Findmee will  avarmlbdy  bic
involved especially in the budgetary alloeation for
health ecare, supporting bealth sSpendihg
irrespectivie of fiscal constratnts wlien necessin,
and channeling kealth resourees, Develupnients i
the capital pnd money markots, whicl will sdice
Funds  Mow divectly or imdireetly,  shonbd - by
micnutired W oensure the sustoinability ol e
scheme. Theexpodted oulcomes shetld alwavs by
malched  with eurrent perlormance. Ouleonme
measures nelude health gain, Tinancial
protection, wnd degrer of equity i health and
Fimancing, Cap analysis serves s auselul ook o
eviloate the health financimge reform Gotermaliy
and esternally ) and 1o guard aeainst the possibiling
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of programme failure. The integrative model (Fig.
1) s a siatepic management approach to
achieving sustainable health eare financing in an
cconoimy. The reform programmes anchor on a
platform or theeshold, supported by a systems-
strategy-struclure tripod and stabilized by core
competencesat the three tiers of government.

IT well implemented, the malaise of rationing
health care through waiting lists and lack of
patienl-Tocus would he surmounted. The
inefficient and complicated hureaucracy coupled
with rising costs would be improved upon. An
insurer may offer different types of health plans.
Tax eredits could be given to low income earners,
Insurers may also choose a hospital that offers
uality vare aid dump low quality care providers.
Honesty, openness and high standards must be
desipned o the health financing scheme if it

conditions Lo be covered. insurance criteria fon the
elderly and chronically ill, exemption criteria for
certain disease conditions, Tree medicaire for (he
under-fives, and the very poor - are all medalines
to be worked put preferably during the
planming/pilot stages. o have a sustainable
scheme. A flexible 'tering' svstem for the insured
and uninsured could be adopted, aimed at
narrowing the gap of health inequalitics between
the rich and the less privileged.

Programme planners and implementers  mst
exelt caution to avoeid creating a general misirust
and power struggle between the former workforce
and the new stall” with revolutionary approach,
Mepatism and tribalism could easily erode the
gains of reform programmes | Ssencooba et ul,
20073, Relforms should incorporate  sclive
implementation research systems 1o understand

must endure. Crileria for insurance, disease thecontextual dynamics and responses,
i
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The magnitude of government subsidies to the
health fnancing seheme should be determined
and adeguate resources allocated for sustainable
implementation, Uther health care input variahles
should be assessed and adequate provisions made
for their availability. There is need to consult
widely with various interest groups like health
professionals. non-governmental prganizations,
relipinus organizations, bureaucrats. technocrats
and the masses. W ensure acceptability and
ovenershipol the scheme.

Programme implementers must be part of the
desipn:  politicisns,  bureaverats and - external
advisers do not know itall.

Hualth sector stafTmust be tramed Tor the requisite
capacity biiilding. New farms of health care will
requice mew skills for pecurate costing, pricing and
ather financial skills required For 4 successtul
programmnie. New Torms of Nnance incorpornted
it the scheme will cqually require new svstems
sgwell as new gkills, Lack of appropriste financial
and infurmation managenent systems could lead
Lo gross meticienes: of the progrmme, sdrious
fimancial losses and poténtial e programme
failure. Financial svstems need 10 be deviloped
feom the start so thar revenues and premiums are
channeled 1o the improvements jn the gquality of
cire ( Bennett & Gilson, 2001 ) Core compelences
should he developed of different Jevels of
implementation and evaluslion, Developing a
well arbiculated sequence of relorm
implementation 15 ol strategle importance 1o
comptles reforms like social msurince financing,
A suceesstol financimg reform will indirectly free
up funds previousty tied down - for other nses by
pevernment. Critics areue that reforms hive
unlairhy transtoored the burden oFhealth care costs
to the epnsumer (Mutser, 2007 Mevartheless,
when well designed and implemented the overall
gains to the society strike o balance for sustainable
health care,

Conclusion

People's health stains s lmked 1o their econmmic
status in o number of ways. With a weak economie
structire, a fragile health care delivery system and
unstable Nnancial sector in Migerin, health and
Gimcnd reformes are ineviah e for o sostammable
leulth svstem and economic development. New
policies should as o mater of urgency. bie
formulated  and  the strategic mtent clearly
commnicated wothe public and implementers - 1o
ensure support and ownership of the programme.
Struchural and svstemie regquirenients shoold it

the financial, human resoures and administrative
capacities of the three tiers ol government in
Nigeria, bearing in mind its gross domestic
product. level of economic development.
educational environment. population dynamics
and secio-cultural issues. as well as the political
and technological environments. Reform plarners
should take a closer ook ol the context within
which health systems operate to clanfy and calm
down  potential detractors of such  retorm
programmes. Nigerian government should make
signiticant Nnanciad inpur 1o health cane to ensure
the potential outputs of the hunmn capital and the
overall wellness ol e cilizenry.

The most vulnerable groups should be wiven
adequate financial protection especially the poor
and the uninsured. The people for exemplion
should be addressed together with the problems orf
decess o guality health care, Refarm planners
wionld laise with the Ministry in charge of sool
wiellare 1o keep track of the very poor whi need
health Bnancing most.

Inteerated Nnancing and health relerms need Limé
t function properly. Strategles it takd o
cognizance the stroctures. systems and
appropripte capacity  building should be
i plemented to achieve step-wise and sustainahle
quality of care that (4 codt elleetive. The relformi
progeammes may inilinlly encounier resistinee.
sheptics and “hospitable' eynics resulting n
evelical and more complex relirms and vulcomes,
Ab the threshold, some level of stahbing s
dehieved o allow the systems, strategies and
struetures 1o manitest as  incremental
sustnimable health care (see Figo 1y Challengpes
could militate aeninst suceess, with patential for
progrmome Tarlure i1 contextual and svalemic
stenils are tanored. Mesitoring and evalution
systems showld be ile into the progrmme T
continuous assessment of the perlormanee and
possible revision of the scheme. Constraints or
challenges are jointly discussed with the planners.
imiplementers and thew ider public: The feed back
mechanism ti the relorm commitiee or miniiries
serves. o storengthen the copacity ol (he
programme. With commimment and well managed
henlth Anancinge, e megated Doance and Tealth
reforms prograomame could engender a sustnnahle
hvealth care inoa pluralistic and complex Nigern
Weally syarem.
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