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Abstract

The challenge of low health insurance coverage in Nigeria has persisted for decades,
hindering access to healthcare, and impacting human capital development negatively.
Thisis despite the diverse types of health insurance schemes co-existing in the country.
The current study, therefore, sought to identify the potential factors driving the uptake
of health insurance and its types (private and public health insurance) in Nigeria. To
achieve the objective, the study assessed cross-sectional data across the 36 Statesin
Nigeria (including the Federal Capital Territory -FCT) obtained from the 2018 Nigeria
Demographic and Health Survey (DHS). Accordingly, this study highlighted stylised
facts about health insurance and key socio-economic factors, while regression analysis
was explored to determine the crucial factors motivating health insurance uptake
in Nigeria. The analysis showed that the positive drivers of health insurance uptake
(mainly private) include the financial inclusion rate and employment level. The study
also observed that due to financial constraints, low-income groups might be less
likely to enrol on health insurance than the middle-income and high-income groups.
Education is found to have a statistically significant and negative effect on health
insurance uptake in the country. On the other hand, health access problems and age
of the household head did not have statistically significant effects on health insurance
uptake. With the National Health Insurance Authority (NHIA) Act 2021 making health
insurance mandatory, it is imperative for the Nigerian government to strengthen the
identified positive drivers of health insurance uptake across the country.

Keywords: Healthcare, Insurance uptake, Socio-economic factors, NHIS, NHIA



1. Introduction

Healthinsurance is essential for increasing access to healthcare and improving human
capital development. However, health insurance coverage in Nigeria has historically
been low, with less than 5% of Nigeria's 208 million people being covered by any
form of health insurance (PwC, 2019). In addition, between 2010 and 2020, health
insurance was the lowest contributor to healthcare financingin Nigeria, contributing
an average of 1.9% and peaking at 2.3% in 2020. Consequently, many Nigerians have
had to rely on Out-Of-Pocket (OOP) health payments, accounting for 75% of current
health spending in Nigeria, to access healthcare (WHO, 2022a). The high reliance on
OOP spending has resulted in limited access to quality healthcare, increased poverty
risks, and raised concerns about Nigeria's ability to achieve Sustainable Development
Goal (SDG) target 3.8 - Achieving Universal Health Coverage - (Chuma and Maina, 2012;
Mchenga et al., 2017; Aregbesolaand Khan, 2018).

In 2005, the Federal Government of Nigeria introduced the National Health
Insurance Scheme (NHIS). The Scheme aimed to protect households from the financial
burden of OOP health payments, and it was made compulsory for formal workers in
both public and private sectors. By 2022, almost two decades after implementation,
the NHIS has only covered about 5% of Nigerians (Obikeze et al., 2022). Alongside
several other health insurance schemes in Nigeria that have failed to succeed, the
low uptake among the people has been a major headwind (Nnamuchi et al., 2019).
Health insurance uptake is especially low in the informal sector, where 70% of the
labour force is employed (Adewole et al., 2017). The factors such as inadequate legal
framework for a successful scheme, optional enrolment policy, poor funding, and lack
of political will have contributed to the failure of most health insurance schemesin the
country (Azeez et al., 2021). Consequently, Nigeria ranked 170th out of 194 countries
on the World Health Organization's global universal health service coverage index in
2019 (WHO, 2022a).

To accelerate health insurance coverage in Nigeria, the implementation of the NHIS
was decentralized to sub-nationals in 2014. More recently, in 2021, the National Health
Insurance Authority (NHIA) Act was signed (repealing the National Health Act 2004),
making health insurance mandatory for all citizens and legal residents. While the NHIS
largely focuses on the formal sector, the NHIA law seeks to expand health insurance
coverage beyond a few formal workers and allows all residents to enrol in community-
based health insurance, commercial private health insurance plans, or the NHIS as
operated by both federal and State governments in Nigeria (Shobiye et al., 2021).
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However, using compulsion alone may not guarantee improved healthcare
insurance coverage. Further clarity is required on the factors driving the low uptake of
health insurancein Nigeria. Several issues, ranging from system-wide to socio-cultural
and socio-economic factors have been linked to Nigeria's inadequate health insurance
uptake. At a broader level, Apeleko (2017), Shobiye et al. (2021), and Adepoju (2022)
reported that corruption allegations, accusations of misappropriation of funds, and
complaints had disincentivized health insurance uptake. Likewise, the poor quality
of healthcare delivery and poor social infrastructure have motivated the low health
insurance demand (Akokuwebe and Idemudia, 2022). Meanwhile, other factors
such as income level, poverty, education level, premium paid for health insurance,
employment status, and awareness play a crucial role in people's decision to enrol
for health insurance (Dror et al., 2016; Aregbeshola and Khan, 2018; Akinyemi et al.,
2021; Akokuwebe and Idemudia, 2022).

Moreover, understanding the sources of low health insurance uptake could support
strategies towards enhancing coverage. The available empirical literature shows that
most studies on the demand for health insurance in Nigeria have focused on household
surveys and primary data collection through interviews and questionnaires, which
might not be universal. Also, past studies have been narrowed to assessing NHIS.
This study innovates by conducting a cross-sectional analysis to shed light on the
uptake of healthcare insurance using Nigeria's Demographic and Health Survey (DHS)
data for the 36 States (including the FCT). To this end, this study seeks to review the
prevailing conditions that could influence health insurance uptake across Nigerian
states. Also, this study seeks to identify the key and significant determinants of
healthcare insurance uptake in Nigeria. This is expected to support policy design
towards improving health insurance uptake, achieving universal health coverage,
and improving human capital outcomes in Nigeria.

Following the introduction section, the rest of the paper is structured as follows.
Section Two details the stylized facts about health insurance and socio-economic
conditions across 36 Nigerian States (FCT inclusive). Section Three reviews the
theoretical and empirical literature on the determinants and drivers of health
insurance uptake. Section Four contains the study's theoretical framework and
methodology. Section Five presents and discusses empirical results, while Section
Six concludes the study.



2. Stylized facts about health
insurance and Socio-economic
conditions across Nigerian States

Introduction

This section relies on insights from the 2018 Nigeria Demographic and Health
Survey (DHS). The DHS is a national sample survey that provides information about
demographic and health indicators. The DHS covered 36 States (FCT inclusive). It is
important to note that Katsina State was omitted from this study's consideration
due to the absence of data on health insurance uptake. The survey was based on a
representative sample of about 42,000 households.!

Health insurance uptake and coverage rate across
Nigerian States

Health insurance coverage in Nigeria and health insurance uptake is low, with
variations among states. The rate of health insurance coverage used in this study
is the proportion of respondents (Nigerian residents) enrolled in either private or
public health insurance or both. In 2018, the national average health insurance
coverage rate was 3.4%%. Remarkably, only 14 States (including the FCT) had
health insurance coverage rates above the national average (Figure 1). Twenty-
two (22) States underperformed the national average, led by Zamfara at 0.2%.

Figure 1: Health insurance coverage rate across Nigerian States in 2018 (%)
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regional concentration. Socio-economic data in Nigeria - such as poverty, income
inequality, unemployment, and literacy - often exhibit vast regional differences.
However, the variation in health insurance uptake is divergent across the country,
with no region substantially outperforming the other. In Figure 1 above, among the
top ten (10), there is a mix of States from the South-West, South-South, North-Central,
and North-West regions. The highest coverage rate at 15.3% was in the FCT. Being the
seat of the Federal Government of Nigeria, there is an increased presence of Federal
Government agencies, consulates, embassies, high commissions, and country offices
of many multinational and multilateral organizations.

Health insurance uptake, however, is skewed towards the major business hubsin
the country. Except for Bayelsa, the country's top four States with the highest health
insurance coverage in Nigeria - FCT, Lagos, Oyo, and Kano - are major economic
hubs (Figure 1). As such, this emphasises the role of employment in the decision
to enrol for health insurance, as the payment for the policy is directly deducted
from employees' salaries from the source or is made by the employer on behalf of
the employees.

Private health insurance, particularly employer-based insurance, is the most
prominent type of health insurance among Nigerians. Nigeria's overall health
insurance uptake pattern mirrors the private health insurance uptake across States.
Employer-based insurance accounted for 94% of private health insurance uptake
across Nigerian States as of 2018. Specifically, in Abia, Borno, Cross River, Delta,
Ebonyi, Edo, Nasarawa, Niger, Ogun, Ondo, and Osun, all uptake of health insurance
was private (Figure 2). Meanwhile, enrolment into public health insurance is high
in FCT, Bayelsa, Benue, Kogi, Imo, and Adamawa, albeit private insurance uptake
remains predominant in the States (Figure 2). Furthermore, the uptake of public
health insurance schemes is most prominent in Sokoto State. Overall, there was
an uptake of private health insurance in 35 States (FCT inclusive), while the uptake
of public health insurance was recorded in 16 States (including FCT).

Figure 2: Private and public health insurance coverage across Nigerian States in
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Gender-wise, health insurance uptake among Nigerians is unfavourably skewed
against women. According to the DHS (2018), at the national level, health insurance
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coverage for men stood at 3.4%, higher than the coverage rate of 2.6% among
women. In terms of health insurance uptake, there is a considerable gender gap in
insurance uptake across States and worse in 20 States (mainly in the Northern part of
the country), where no woman reported being enrolled for a health insurance policy
(Figure 3). This could be traced to the predominantly informal economic activities
women engage in.

Figure 3: Gender distribution of health insurance uptake across Nigerian States
in 2018 (%)
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Data Source: 2018 DHS; Chart: NESG Research

Health insurance uptake and selected socio-economic
socio-economic indicators

Socio-economic conditions are critical determinants of health outcomes. There is
a consensus that there are many connections between socio-economic status and
health insurance uptake. Having access to material and social resources is vital for
maintaining good health. Generally, persons with poor socio-economic conditions
are at greater risk of ill health than those with improved socio-economic conditions
with the wherewithal to enrol for health insurance (van Lenthe and Mackenbach,
2021). Also, the higher a person's socio-economic position, the healthier they tend
to be - a situation called the "social gradient of health" (WHO, 2022b). Across all
income levels, health and illness follow a social gradient such that the lower the
socio-economic position, the worse the health (WHO, 2022b). In this study, the socio-
economicindicators of interestinclude financial inclusion, employment opportunities,
income distribution, problems accessing healthcare, education status and age of the
household head. Meanwhile, unlike other socio-economic factors, the average age
of the household head has no marked variation across Nigerian States; hence it was
dropped from the stylized facts section.

Financial inclusion is more entrenched in Southern Nigeria. Financial inclusion,
as used here, is the proportion of respondents (Nigerian residents) that have and use
bank accounts across the 36 States (including FCT). According to the DHS data, the
national average financial inclusion rate was 28% as of 2018. A total of 16 Southern
States, led by Lagos (64.3%), significantly outperformed the national average (Figure
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4). Conversely, States with the lowest financial inclusion rates are found in Northern
Nigeria, with Kebbi State having the lowest financial inclusion rate at 4.1%.

Figure 4: Financial inclusion rate across Nigerian States as of 2018 (%)
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Remarkably, all the Southwestern States - with higher health insurance uptake and
coverage rates - also recorded high financial inclusion. Also, almost all the Northern
states - with low health insurance coverage rates and uptake - similarly lagged in terms
of financial inclusion. This suggests that variation in financial inclusion rates across
states could influence the uptake of health insurance in Nigeria, which is explored in
the later part of this study.

The three commercial seats of the nation - Kano, Lagos, and Kaduna states - had
the highest number of employed respondents. In Figure 5, these states, respectively,
accounted for 3,914 (10.1%), 3,006 (7.7%), and 2,194 (5.6%) of the total number of
employed respondents (38,856 people) selected across the 36 States (including FCT).
The wide variation in employment distribution of respondents across the States
could also inform the differences in health insurance uptake and the high enrollment
into employer-based health insurance. This suggests that the varied employment
conditions across States could influence health insurance uptake in Nigeria, which is
explored in the later part of this study.

Figure 5: Number of employed respondents across Nigerian States and the FCT
as of 2018
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Moreover, as shown in Figure 6, income distribution is more skewed to the middle
class at the subnational level, whereas many states underperform the national
average in terms of income inequality. In about 22 out of 36 States (including the
FCT), many respondents belong to the middle-income group. This suggests that
average-income Nigerians domicile in the majority of the States, as against low-
income and high-income individuals. Meanwhile, six out of 35 states and the FCT
have higher income inequality rates relative to the national average of 0.25 points.
In summary, the variation in the income distribution pattern across States could
influence the uptake of health insurance in Nigeria, which is explored in the later
part of this study.

Figure 6: Respondents by income class (%) and income inequality (points) across
Nigerian states and the FCT as of 2018
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Theintensity of healthcare access challenges is more pronounced in the Northern
region. Two-thirds of the respondents with challenges accessing healthcare
(19,849 affected people) lived in Northern Nigeria as of 2018 (Figure 7). This has
predisposed Northern residents to higher multidimensional poverty than their
Southern counterparts (NBS, 2022). To this end, the variation in the intensity of
healthcare access problems - due to disabilities, lack of funds to seek healthcare,
and long distances of health centres from the residences of health service seekers
across Nigerian states could influence the enrollment for health insurance, which
is explored in this study.
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Figure 7. Number of respondents facing healthcare access challenges across
Nigerian States as of 2018
TN
Idih?
prir )
Fler )
S0
S0
th?
v

1]

&

P

& Xewﬁ’?e\” V—‘i}é 'E‘*q:“ & '%F'ﬁ“ "‘:\ “‘@ﬁ";. {.ﬁ"@ @@@4&' ‘&“ '\ﬁ\\? :-ﬁ‘ 3““«* ﬁ@% .je o e‘“@ﬁ\‘jﬁe
” b"

L.(L

Data Source: 2018 DHS; Chart: NESG Research

In addition, the stock of educated respondents is more skewed to Southern
Nigeria. 7 out of the top 10 states - with the highest number of respondents having at
least primary education and accounting for about half of the educated respondents
- emanated from the Southern part of the country (Table 8). Northern states ranked
among the bottom 30% of states regarding the headcount of educated respondents.
This suggests that the variation in the headcount of educated respondents across
States could influence the uptake of health insurance in Nigeria, explored in the later
part of this study.

Figure 8: Number of educated respondents across Nigerian States as of 2018
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3. Literature review

The determinants of health insurance are inconclusive. Over time, theories have
evolved around the demand for healthcare insurance and several empirical findings
in support or rebuttal of the theories have emerged. In this section, the study reviews
major theories of the demand for health insurance and existing empirical studies on
the drivers of healthcare insurance enrolment.

Theories of demand for health insurance

The theories explaining the demand for health insurance rest on the various theories
of demand in economics. This review covers theories of consumer behaviour, expected
utility theory, prospect theory, state-dependent utility theory, cumulative prospect
theory, and endowment effect theory, among others.

The consumer behaviour theory assumes that individuals maximize utility subject
to their preferences and budget constraints. It views health insurance as a normal
good (Schneider, 2004). This implies that demand for health insurance is expected
to be positively related to income. Some empirical studies support this assertion.
Forinstance, Phelps (1973) found that insurance demand is negatively related to the
insurance premium paid and positively related to the user fees. It also implies that
the poor are less likely to purchase insurance.

Meanwhile, the theories of decision making under uncertainty are more prominent
in explaining individuals' attitudes towards health insurance enrolment. The first
in the row is the expected utility theory, concerned with decision-making under
uncertainty and widely used to model the demand for health insurance. This theory
assumes a preference for some losses over others with the same expected magnitude
(Arrow, 1963). Insurance demand is conceptualized as a choice between certain losses
from paying an insurance premium, for example, and uncertain losses in the event of
illnessin the future (Manning and Marquis, 1996). The model assumes that economic
agents are risk-averse. Individuals face uncertainty about their future state of health
and what impact the state of ill-health will have on their wealth holdings.

The individual compares the utility obtained when insurance is purchased to
a state where insurance is not purchased in determining whether or not to buy it.
Therefore, the demand for health insurance stems from the desire to avoid the risk
of larger losses if the individual falls ill. Risk-averse individuals prefer the certain loss

9
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associated with a health insurance premium to the uncertain loss associated withiill-
health. As Nyman (2003) explained, health insurance is purchased due to the certainty
it affords an individual. In contrast to the consumer behaviour theory, the expected
utility theory makes no predictions about the effect of an individual's income on the
demand for health insurance. Meanwhile, little evidence exists to support the expected
utility theory, which has birthed other theories of decision-making under uncertainty.

Nyman (2001) re-evaluated the conventional expected utility theory and its
usefulness in explaining the demand for health insurance, leading to the prospect
theory. In contrast to the expected utility theory, which assumes that decision-
making is based on uncertainty about the future, the prospect theory assumes that
individuals use their current state as the reference point for intertemporal decisions
(O'Donoghue and Rabin, 1999; Ananth et al., 2021). The prospect theory suggests that
individuals act as though losses are more unpleasant than gains gratifying; hence,
people are risk-loving when it comes to losses but risk-averse when it comes to gains
(Ashraf and Nambiar, 2021).

Accordingly, individuals may opt for the risk of future loss to a certain premium
payment (Kahneman and Tversky, 1979; Schneider, 2004; Benartzi and Thaler, 1995).
Individuals assess their risk of future loss based on their current state. In the case
of insurance demand, a healthy individual may expect their future health status to
not deviate (deteriorate) greatly from its present state, leading the individual not
to demand health insurance. Hwang (2016), using the American Life Panel dataset,
found that less-averse individuals have low demand for private health insurance due
to using their wealth to access healthcare without a health insurance plan as their
reference point.

Moreover, state-dependent utility theory assumes that utility and tastes depend
on theindividual's current state, which could be health or socio-economic status. An
individual's current state influences their risk aversion and expected pay-out level
for buying a health insurance plan, which determines the decision to take out an
insurance policy (Schneider, 2004). It is believed that as individuals grow older, their
health stock depreciates. This generally incites the purchase of health insurance to
forestall catastrophic health expenditures if individuals should fall ill in the future
(Grossman, 1972). Manning and Marquis (1996) found supporting evidence for this
theory in their study. The authors found that the expected payoffs when sick are a
key determining factor in health enrolment decisions, whereas insurance premiums
and household incomes played no role in insurance enrolment.

The cumulative prospect theory (CPT) combines the features of the prospect
and state-dependent utility theories. A key feature of the CPT is that individuals
tend to under-weight large probabilities and over-weight small ones. In the case of the
demand for healthcare insurance, people will tend to over-weight the probability of
fallingill, leading to insurance uptake. However, according to the CPT, poor people may
notinsure (Schneider, 2004). Instead, they are likely to underweight the probability of
illness because they cannot afford to become sick. In addition, Kairies-Schwarz et al.
(2017),in an experiment to determine the validity of the prospect theory in the choice
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of health insurance, established that the CPT is a superior predictor of consumer
behaviour under uncertain circumstances.

The endowment effect theory assumes that individuals assign greater value to
something new. The theory holds that individuals would instead hold on to something
currently owned than replace it with something new with unknown benefits. This has
been documented empirically by Kahneman, Knetsch, and Thaler (1991). They found
that people's willingness to accept compensation for items owned was higher than
their willingness to pay for the same.

In addition, theories of demand for health insurance by the poor suggest that
the behaviour of poor individuals may diverge from the predictions of the expected
utility theory. According to Schneider (2004), the poverty literature sheds additional
insights on decision-making using concepts such as time preferences and risk
aversion against risky investments by poor households. While the expected utility
theory makes assertions about individual behaviour under uncertainty, it makes
no assertions about the effect of socio-economic status on demand for healthcare
insurance. The extant literature suggests that poor people become more risk averse as
they approach the poverty line. For instance, Dror and Firth (2014) found that poorer
population sub-groups were more willing to pay than their richer counterparts for
the same insurance package.

Finally, the role of trust in health insurance demand cannot be overemphasized.
Mechanic (1998) describes trust as the belief that practitioners and institutions will
act in people's best interests. Dimensions of trust exist between the individual and
healthcare providers, insurers, and institutions that enforce contracts. In contrast to
the expected utility theory, which is silent about trust, Dercon et al. (2019) opined that
a negative relationship can exist between risk aversion and insurance demand when
trust is considered. The authors found that, in Kenya, a lack of trust was more likely
the determinant of health insurance demand due to service delivery challenges than
alackof financial literacy. Schneider (2004) argues that trust is particularly important
with community-based health insurance, usually based on informal agreements and
functions within weak political and legal structures.

Empirical literature

Apeleko (2017) examined the administration of the National Health Insurance Scheme
(NHIS) using the Obafemi Awolowo University Health Centre (OAUHC) as a case study.
The results showed that NHIS reduces the cost burden of healthcare services (78.7%
of respondents), reduces extortion by private health service providers (67%), provides
affordable healthcare delivery (77%), and cuts across all levels of healthcare, including
preventive, curative and consultative (70%). However, the findings revealed that
the challenges facing the proper implementation of the scheme in OAUHC include:
poor funding (70.6% of the respondents), the scheme being non-mandatory (71.9%),
under-equipped health centres (78.7%), lack of adequate medical personnel (83.7%),
and lack of publicity among students and staff (73.3%).
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Similarly, Shobiye et al. (2021) surveyed sixty (60) healthcare facilities drawn from
six (6) Local Government Areas in Lagos State. The findings showed that private health
facilities participated significantly in health insurance than public facilities. Also,
secondary and tertiary healthcare facilities had a higher participation rate than primary
health facilities. Increased patient volume and higher revenues were motivating factors
in health providers' participation in health insurance. In contrast, low tariffs, delay and
denial of payments, and patients' unrealistic expectations were identified as inhibiting
the factors to health providers’ participation in healthcare insurance schemes.

Nwoko and Abubakar (2021) examined how the NHIS has impacted the health
system by promoting accessible, affordable, and quality healthcare in Nigeria. The
study revealed that NHIS has significantly impacted the health needs of the populace by
enabling access to healthcare, making it easy for healthcare seekers by financing health
needs and promoting good Health in Nigeria. However, the study found that most of
the populace in the informal sector is not adequately captured in the health insurance
scheme, which is one of the reasons for low healthcare coverage in the country. Afocus
on accessibility, affordability, and availability for the scheme means that on account
of either of the three, all facility categories and their interests must be considered in
further planning of the NHIS for effective and efficient operations (Uguru et al., 2020).

Moreover, Akinyemi et al. (2021) examined the perception of about 273 Federal
Civil Servants regarding the NHIS in Ibadan between October and November 2015.
Awareness of the scheme was very high (95.2% of the respondents), with 83.5%
enrolled under the scheme. About 50% of the respondents joined the scheme because
it is cheap and affordable. The study established a significant association between
awareness, level of education, knowledge of NHIS, and respondents' enrolment into
the scheme. Most respondents (87.3%) claimed that NHIS is a better way of settling
healthcare costs than out-of-pocket payments.

Akokuwebe and Idemudia (2022) estimated the extent of health insurance coverage
and explored the social and demographic factors associated with health insurance in
South Africa and Nigeria using the country-specific DHS as 0of 2016 and 2018, respectively.
Using the multivariate logistic regression, the study showed that higher levels of
education were significantly more likely to be associated with health insurance uptake.
The study revealed that health insurance coverage is low in South Africa and Nigeria and
isindependently associated with socio-demographic factors such as education, wealth,
and employment. Using 2013 Nigeria's DHS, Aregbeshola and Khan (2018) examined
the predictors of enrolment in the NHIS among women of reproductive age in Nigeria.
The findings showed that 97.9% of women of reproductive age were not covered by
healthinsurance. Further analysis showed that age, education, geo-political zone, socio-
economic status, and employment status significantly drove enrolment into the NHIS.

Dror et al. (2016) showed that household income, education, age of household
head, gender of the household head, and marital status were significantly associated
with enrolment in community-based health insurance schemes in low and middle-
income countries. Moreover, in their study on Kenya, Kazungu and Barasa (2017)
found that employment in the formal sector, marital status, gender, age, exposure
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to media, and household welfare were significant factors associated with the uptake
of healthcare insurance in the country.

At the macro level, Nkatha et al. (2020) observed that income levels, education
level, inflation rate, and unemployment affected the demand for health insurance in
Kenya. While higher income and education levels positively impacted the demand
for health insurance, inflation and unemployment negatively affected the demand
for health insurance in Kenya. Using the 2008-09 Kenya DHS, Kimani et al. (2014)
established that being employed in the formal sector, being married, exposure to
the mass media, having secondary education or higher, residing in householdsin the
middle or rich wealth index categories and residing in a female-headed household
were significantly associated with having health insurance in Kenya.

Furthermore,employinga logistic regression, Mhlanga and Dunga (2020) showed that
health insurance coverage is low in South Africa and identified gender, marital status, race,
and education level as significant determinants of the demand for healthcare insurance in
the country. In South Africa, men had a higher probability of demanding health insurance
than women, suggesting a huge gender disparity in the uptake of health insurance. In the
case of Ghana, Salari et al. (2019) revealed that education, age, wealth, occupation, and
marital status are significant determinants of health insurance enrolment in the country.

Asimilar study by Duku (2018) identified age, sex, education level, marital status,
and health status as significant predictors of health insurance enrolment among
working-age adults in Ghana. Adjei-Mantey and Horioka (2022) showed that risk
preferences significantly impact health insurance enrolment, with risk-averse
individuals being substantially more likely than other households to enrol into
health insurance schemes. The findings also showed that indigent households are
significantly more likely to enrol in health insurance than high-income households
because they are exempt from paying insurance premiums.

In addition, using the probit regression, Takudzwa et al. (2020) established that
premium, employment type, place of residence, education level, and access to
information were significant predictors of participation in health insurance schemes
in Zimbabwe. Leveragingon 2016 Uganda's DHS data and logistic regression, Medard
et al. (2022) indicated that wealth, education, age, marital status, residence type,
and access to information were significant factors affecting the uptake of healthcare
insurance in Uganda. Individuals from wealthy households and those with access
to information through listening to the radio, reading newspapers, and watching
television had a greater participation in healthcare insurance in the country.

Finally, an overview of past empirical studies shows that the bulk of the literature
on the demand for health insurance in Nigeria primarily focused on household
surveys and primary data collection through the instrumentality of interviews and
questionnaires. The current study innovates by conducting a cross-sectional analysis
of the demand for healthcare insurance, particularly to suggest ways of improving
the uptake of health insurance at the sub-national level using Nigeria's most recent
DHS data. Also, studies in Nigeria evaluated the determinants of the enrolment of
onetype of health insurance in Nigeria, namely, the NHIS. However, the current study
covers all forms of health insurance, including public and private health insurance.



4. Theoretical framework and
methodology

Introduction

This study is conducted to identify the critical determinants of health insurance uptake
using Nigerian States' cross-sectional data. To this end, the sub-sections include
theoretical framework, model specification, data description and sources, estimation
technique, and expected results.

Theoretical framework

Asreviewed earlier, the traditional demand for health insurance rests on the expected
utility theory. The theoretical framework underlying this study is built on one of the
strands of the expected utility theory called the “theory of second-best coverage”.
The second-bestinsurance policy involves two steps: The first step is that the consumer
maximises utility by choice of healthcare, taking the premium as fixed. By disregarding
the cost of healthcare paid for through the premium, the consumer demands too
much healthcare (called moral hazard). This becomes the constraint in the second
step, which is finding the policy (coinsurance) that maximizes the expected utility
given that the consumer, when sick, pays attention only to coinsurance, and not the
premium when demanding healthcare (McGuire, 2012).2 The theoretical model of
second-best insurance coverage proceeds as follows:

Key assumptions
1. When the individual is sick, he maximizes,
US(h,W — 1 — ch) (1)

Equation4implies that the individual’s utility when sick is a function of his demand
for healthcare (h) and net income when sick W —m —ch = v*® after deducting
insurance premium (1) and the coinsurance payment (ch) from income (W); where cis
the rate of coinsurance (the share of counterpart funding for healthcare provided by an
individual), r = p(1 — c)h (where pisthe probability of fallingsick),and y = W — =
(where y”is the net income less premium payment when healthy).

14
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2. Disregardingany effect of h on 7, the demand for healthcare (first-order condition)

suggests that:

Ug —cUs =0 (2)

Differentiating the demand condition (Equation 2) with respect to h gives:
(Upp)dh — Uy (dc) =0 (U, =0) 1

dh U
dc  US,

Dividing both sides by h, we have the healthcare demand elasticity as:

_dh/h _ U; (3)
T de T ULk

3. Proceeding to the second-best (SB) health insurance policy, we find the value
of coinsurance rate (c) that maximises the expected utility function subject to a

constraint describing demand, that is:

Max EU, . = pUS(h, W —p(1 —c)h—ch) + 1 —p)UH(W —p(1 = c)h) —  (4)

u(U; — cU;)
Where uis a multiplier on the demand behaviour constraint.

The three first-order conditions associated with differentiating Equation 4
with respect to healthcare (h), coinsurance rate (c) and the multiplier () are,

respectively:
SBy =p(Uj + (U3 (-p(1 =) —c) + 1 =P} (-p(1 = ) — u(U) =0 (5)

SB. = pUsh(p — 1) + (1 = p)Uy'ph + uUy = 0 (6)

SB, = U} —cUs =0 (7)

Solving for uin equation 6, we have:

_ —ph(1 =p)(U) = U;)
l’l - Us
Y
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Substituting for pzand using equation 7 to substitute for U7 ,SBy, is re-written as:

SBy =p(cUs +Us(—p(1— ) — o)+ (1 —p)U (-p(1 — ) =

—ph(1 —p)(U) = U;)
US
Y

Upn ( )

Re-arranging Equation 8, we have:

The first term on the left-hand side of Equation 8 can be re-written as:

p (cU;f +Uy(—p(1—¢) — c)) = p(cU}f —pU; +pcU; — cU)f) =p(-p(1 - )U;
The second term on the left-hand side of Equation 8 can be re-written as:

1 =p)U)' (-p(1 = ) = —p(1 = P)(1 — Uy

Therefore, the left-hand side of Equation 8 reduces to:

p(-p(1 — U —p(1 —p)A - U = -1 - )p[pU; + (1 —p)UJ

Substituting for the definition of healthcare demand elasticity ( Uin h = —) the

right-hand side of Equation 8 reduces to:

({Zh (2= P =) = 5 (=P} - 1)

Finally, Equation 8 is simplified as:

1
= —(1 - plpy; + (A - PV =~ (-p(1 =) (Uf' - 1)) 9

1
~(1 - opus + A —p)uf] = (- -p)(Uf - v}))
Dividing both sides of Equation 9 by —[pU; + (1 — p)Uf] gives:

a-»nU - by)
elpUy + (1= p)UJT]

(1-0)= (10)
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5. From Equation 10, the left-hand side term (1 - ¢) is the degree of health insurance
coverage. As noted earlier, y* < y* Hat any positive values of c. In a typical case
where the marginal utility ofincome whenssick U is greater than the marginal utility
ofincomewhen healthy U ,Equation 10is positive (given that the elasticity of demand
for healthcare is negative). This suggests that c must be less than unity and that some
degree of health insurance coverage is optimal. To thisend, the key factors influencing
the second-best coverage are healthcare demand elasticity (&) and the discrepancy
in the marginal utility of income between healthy and sick states (UyH -Uy).

Meanwhile, this study extends this theoretical framework by considering socio-
economic factors - some of which have been noted in the empirical literature - that
could influence healthcare insurance uptake in Nigeria. This leads to the following
sub-section on model specification.

Model specification

Underlying the uptake of health insurance in any country, as posited by the
theoretical literature, include the high level of risk aversion, higher income levels,
insurance premiums, and trustin providers' quality of care level and health insurance
management (Schneider, 2004). The empirical literature has also confirmed these
factors in different country contexts. It also expanded the list of determinants
of healthcare insurance uptake to include: awareness, level of literacy, wealth,
employment, age of the household head, gender of the household head, marital status,
exposure to mass media, health status (orinitial health conditions), occupation type,
constraintsin accessing healthcare, and resident type (Shobiye et al., 2021; Akinyemi
et al., 2021; Akokuwebe and Idemudia, 2022; Aregbeshola and Khan, 2018; Dror et
al., 2016; Kazungu and Barasa, 2017; Nkatha et al., 2020; Mhlanga and Dunga, 2020;
Adjei-Mantey and Horioka, 2022; Takudzwa et al., 2020, and Medard et al., 2022).
Therefore, the current study focuses on the determinants of healthcare insurance
uptake and considering the limited number of observations (which in this case is 36
Nigerian States, including the FCT), only a few factors are considered. These include
rate of financial inclusion, level of employment, income class (low, middle and high-
income groups), challenges accessing health care (such as failure to attend hospitals
alone, possibly due to disabilities, lack of funds to access healthcare, and long
distances of residence from healthcare centres), education and the average age of
the household head. Hence, the model for health insurance uptake is specified below:

insured; = 1 + Bemployed; + Bzinclusion; + f4income_class; + (11)

Psprob_access; + fgeduc; + frage_hh; + ¢

income_class; = {income_low;, income_mid;, income_high;) (12)
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Where: employed stands for the number of employed respondents over the
12 months before the survey period; inclusion stands for financial inclusion rate
(measured in terms of the percentage of respondents having bank accounts);
insured stands for health insurance uptake; prob_access stands for the%age
of respondents facing health access problems; educ stands for the number of
respondents with at least primary education; age_hh represents the average age of
the household head;income_low means the number of low-income respondents;
income_mid means the number of middle-income respondents; income_high
means the number of high-income respondents; i represents a Nigerian State;
B1 — B7 are regression parameters; € is the non-stochastic error term capturing
all otherrandom factors driving the health insurance uptake but are not explicitly
captured in equation 11).

Moreover, it is also expedient to investigate the potential drivers of enrolment
across health insurance types in Nigeria. This study classified health insurance
services into public and private health insurance, for ease of analysis; hence,
the models for private and public healthcare insurance uptake are, respectively,
specified below:

insure_pr; = fg + f;employed; + Biginclusion; + f11income_class; + (13)
P12prob_access; + Bizeduc; + fiaage_hh; +€;

insure_pub; = Bis + figemployed; + By7inclusion; + Bigincome_class; + (14)

Broprob_access; + fyoeduc; + Br1age_hh; + u;

Where: insure_pr means the uptake of private health insurance; insure_pub
stands for public health insurance uptake; all other variables in equations 12
and 13 remain as defined previously; represents a Nigerian State; Bo — 21 in
equations 12 and 13 are regression parameters; €, in both equations are the
non-stochastic error terms.

Data description and sources

The data on all variables were sourced and compiled from the 2018 Demographic
and Health Survey (DHS) for Nigeria. The 2018 DHS for Nigeria is a national sample
survey providing demographic and health indicators information. A representative
sample of 42,000 households across Nigeria was selected. The DHS targets men and
women respondents aged 15-49 years.?
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Estimation technique

This study uses the Ordinary Least Squares (OLS) technique in estimating equations 11,
12 and 13. This estimation technique is preferred to alternative estimation techniques,
such asthe Maximum Likelihood (ML) method and Generalized Method of Moment (GMM),
because the OLS estimators are considered the Best Linear Unbiased Estimator (BLUE),
having satisfied the assumptions underlying the Classical Linear Regression Models
(CLRMs). The assumptionsinclude linearity, zero mean for error term, normality, no serial
correlation, no heteroscedasticity, variability in values taken by the explanatory variables,
and the number of observations (36 states, including the FCT in this study's case),among
others. Given that these assumptions are satisfied, OLS, in the class of unbiased linear
estimators, have minimum variance and are regarded as BLUE (Gujarati and Porter, 2009).

Expected results

Having gainful employment enhances health insurance uptake, particularly in the
case of employer-based and purchased health insurance plans. Therefore, the a
priori expectation is a positive impact, so that: (B2; B7; and B14) > 0. Similarly, being
financially included gives an individual the leverage to make payments on private or
public health insurance upfront out of the individual's gross income. In contrast, the
employee's net/take-homeincome s paid through the bank account by the employer
or deposited by the income earner himself. Therefore, the a priori expectation is a
positive impact, so that: (B3; B1o; and fy7) >0 .

Furthermore, having a source of livelihood (income) allows the wealth owner to
seek quality healthcare delivery, even if it entails making payments out-of-pocket or
purchasing a health insurance plan. However, the uptake of health insurance could
differ across different income groups, with low-income groups having low uptake
of health insurance, while middle- and high-income groups have higher uptake.
Accordingly, the a priori expectationisinconclusive, so that: B4 < 0 (foralow-income
group) and B4 > 0 (for middle- and high-income groups); B11 < 0 (foralow-income
group) and B11 > 0 (for middle- and high-income groups), and B;5 < 0 (for a low-
income group) and Bi1g > 0 (for middle- and high-income groups). Moreover, many
prospective health insurance plan buyers face many challenges accessing healthcare,
such as disabilities, lack of funds to seek health services and long distances of
individuals' residences from the health centres. Hence, the a priori expectation is a
negative impact such that: (Bs; f12; and B19) < 0.

In addition, the more educated an individual is, the more the individual is better
informed to enrol for health insurance. Therefore, the a priori expectation is a positive
impactsuch that: (Bs; B13; and Byg) > 0. Lastly, the olderanindividual becomes, the
more the likelihood of the individual enrolling into health insurance to be relieved from
health-related financial burdens, particularly in the post-retirement period. Therefore,
the a priori expectation is a positive impact such that: (87; f14; and f21) > 0.



5. Empirical analysis and discussion
of results

This section presents the descriptive statistics on all the variables, results of pairwise
correlation coefficients, and the regression estimates of the six possible determinants
of health insurance uptake in Nigeria.

Descriptive statistics

Table 1 shows the summary statistics for the variables employed in this study. The
mean value of employed respondents being greater than the average enrolment in
health insurance (private and public) suggests the low health insurance coverage rate,
particularly amongst the employed respondents. The average age of the household
head is 44 years, suggesting that the household heads fall within the working age
group. Meanwhile, there is a great number of unbanked adults, as reflected in a low
average financial inclusion rate of 28%.

Furthermore, the mean distribution of respondents is skewed towards the
low and middle-income groups, almost doubling the average headcount of
high-income respondents (Table 1). The high average number of respondents
with health access problems and the low average number of respondents
with a minimum of primary education indicates Nigeria's poor human capital
development. Regarding the spread of series around their mean values (based on
the coefficient of variation), the most volatile variable is the headcount of enrollees
in private and public health insurance (Table 1). Conversely, the least volatile
variables are the age of the household head and the headcount of respondents
with health access problems.

20
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Table 1: Summary statistics

Obs. Mean Standard | Coefficient | Minimum Maximum
Deviation | of Variation
(CoV)

employed 36 1,079 720.239 66.751 244 3914
inclusion 36 28.008 15.492 55.313 4.1 64.3
insure_pr 36 11.722 12.555 107.106 0 54
insure_pub 36 0.778 1.355 174.165 0 6
insured 36 12.5 13.413 107.304 1 60
prob_access 36 551.367 13.413 2.433 89.4 1,363.7
educ 36 974 635.203 65.216 196 3,567
age_hh 36 44 2.098 4.768 40 49
income_low 36 978.573 1,292.037 132.033 0 4,393.664
income_mid 36 976.931 563.237 57.654 220.932 3,175.227
income_high 36 1,033.633 1,459.096 141.162 79.005 8,454

Source: Authors’ Computation

Correlation analysis

Table 2 shows the pairwise correlation matrix for all variables used in this study.
Much emphasis is laid on the pairwise correlation between the uptake of health
insurance (aggregative, private and public variants) and the socio-economic
characteristics of Nigeria. The results showed a positive and significant association
between gainful employment and the uptake of health insurance, particularly private
health insurance. This result suggests that gainful employment allows employees
to personally enrol for private health insurance or through their employers (the
so-called HMO plans).

Moreover, being financially included enhances the enrolment into health
insurance - particularly private health insurance. For low-income groups, income
is negatively correlated with health insurance uptake. However, for middle-income
and high-income groups, income has a positive and, in some cases, significant
correlation with health insurance uptake. In addition, prevalent health access
problems are negatively and insignificantly correlated with health insurance uptake
among Nigerian states. Enrolment in health insurance (private health insurance) is
positively and significantly correlated with educational qualification. In contrast,
there is no correlation between the age of the household head and enrolment into
health insurance.
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Regression analysis and discussion of results

This study used six drivers of health insurance uptake in Nigeria, as already established
in the empirical literature. The regression results for the uptake of health insurance
and its types - private and public - are presented in tables 3,4 and 5. Models |, Il, and
[l control for differentincome levels - low-income, middle-income and high-income,
respectively. The impacts of the potential drivers of health insurance uptake are
explained in detail below.

Employment and health insurance uptake

In line with the findings of Salari et al. (2019); Takudzwa et al. (2020), and Akokuwebe
and Idemudia (2022), the result shows that employment opportunities stimulate health
insurance uptake (Figure 9). As in the correlation results, a positive and significant
relationship exists between gainful employment and the uptake of health insurance
and types - private and publicinsurance (models I-lll; models IV-VIand models VII-IXin
table 3,4 and 5, respectively). This suggests that employment opportunities strongly
enhance the uptake of health insurance in Nigeria.

Figure 9: Employment and health insurance uptake in Nigeria as of 2018
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Financial inclusion and health insurance uptake

Financialinclusion in terms of the ownership and use of bank accounts enhances the
uptake of health insurance (Figure 10). This result aligns with the general observations
of Raj (2019) that insurers predominantly use mobile applications, which in turn
enhances financial inclusion. It also affirms the findings of Jasintha et al. (2022) that
financial inclusion and insurance work complementarily to promote people's well-
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being. Similarly, in Nigeria, financial inclusion positively and significantly impacted
enrollment into health insurance and types - private and public health insurance
(models Il and Ill; models V and VI, and model VIl in tables 3, 4 and 5, respectively).
This result also corroborates the strong correlation between financial inclusion and
health insurance uptake among Nigerians.

Figure 10: Financial inclusion and health insurance uptake in Nigeria as of 2018
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Income and health insurance uptake

Income class matters in the uptake of health insurance in Nigeria. While low-income
groups have little probability of enrolling for health insurance due to financial
constraints, middle and high-income groups do not face such constraints and are more
likely to enroll for health insurance (Figure 11). This result aligns with the previous
findings of Salari et al. (2019) and Medard et al. (2022). The current study found a
negative and significant relationship between income and health insurance uptake
in the case of low-income groups (models | and IV in Tables 3 and 4, respectively).
Conversely, the study established a positive and significant relationship between
income and health insurance uptake in the case of middle-income groups (models
I, Vand Vil in Tables 3, 4 and 5, respectively).



ANALYSING THE DETERMINANTS OF HEALTHCARE INSURANCE UPTAKE IN NIGERIA 25

Figure 11: Income class and health insurance uptake in Nigeria as of 2018
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Health access problems and health insurance uptake

The problems potential health seekers face in accessing health services in terms
of lack of funds, disabilities, and longer distances to health centres disincentivise
the enrollment for healthcare insurance. This was the case in this study, where it
is established that elevated health access challenges reduce the uptake of health
insurance and its types, both private and public insurance (models I-1ll; models IV-VI
and models VIl & IX in tables 3, 4 and 5, respectively). This result resonates with the
findings of Apeleko (2017) and Uguru et al. (2020) that the health access problems
would deter health insurance uptake and impede the progress of public insurance
schemes such as the NHIS and State Health Insurance Scheme (SHIS).

Although the relevant impact coefficients are not significant at the conventional
levels of significance, the health access problem is a pointer for many individuals to
resort to self-medication rather than approach a health centre for proper diagnosis and
treatment. Thisis a problem in rural communities and urban centres across Nigeria.
While rural settlements suffer from a lack of health infrastructure and personnel, urban
centres face huge pressures on the available health facilities and hospital attendants
due to the rising urban population emanating from high rural-urban migration.

Education and health insurance uptake

Contrary to expectations, there is a negative and significant relationship between
educational qualification and the uptake of health insurance and types -private and
public health insurance (models | and Il; models IV and V,and models Vil and Vil in tables
3, 4 and 5, respectively). The more learned an individual is, the more he or she is likely
to understand the importance of health insurance. Meanwhile, the unfavourable labour
market conditions could undermine the role of education in enhancing health insurance
uptake. In addition, many learned Nigerians are absorbed by the informal sector, providing
vulnerable employment, which is about 80% of total employment in Nigeria (World Bank,
2022).
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Age of household head and health insurance uptake

Contrary to expectations, there is a negative and insignificant relationship between the
average age of the household head and the uptake of health insurance and types - private
and public insurance (models I-1ll; models IV-VI and models VII-IX in tables 3, 4 and 5,
respectively). This resultis partly similar to the previous findings of Zheng (2022), only that
the author considered a non-linear relationship between age and health insurance uptake
in China. Meanwhile, the result of the current study could be attributed to the Nigerian
context whereby social security, targeted mainly at the aged population, is not prioritised
as much as the contributory pension is. Public sector employees are not obligated to
enrolin health insurance as the NHIS is voluntary. This is, however, not the case with the
contributory pension scheme, where the public sector employees' contributions to the
pension fund are deducted upfront every month before the payment of workers' salaries.

Post-estimation statistics for the health insurance uptake
models

In addition, the coefficient of determination (or R-squared) - which ranges between 0.16
and 0.55 - measures the degree to which the variation in the uptake of health insurance
and types (private and public health insurance) is explained by the six drivers captured
in a total of nine (9) models. This further informs the overall significance of the health
insurance models asindicated by the F-statisticsin all cases (Tables 3,4 and 5, respectively).

Table 3: OLS estimates of the determinants of health insurance uptake in Nigeria

Specification Model I (insured) Model Il (insured) Model 1l (insured)
employed 0.025*** 0.021*** 0.019***
(0.006) (0.004) (0.004)
inclusion 0.464 0.569** 0.609**
(0.299) (0.216) (0.296)
income_low -0.004*
(0.002)
income_mid 0.011*
(0.006)
income_high 0.0002
(0.001)
prob_access -0.006 -0.003 -0.006
(0.0072) (0.007) (0.007)
educ -0.022* -0.015** -0.017
(0.012) (0.006) (0.011)




ANALYSING THE DETERMINANTS OF HEALTHCARE INSURANCE UPTAKE IN NIGERIA

27

Table 3 Continued

continued next page

Specification Model I (insured) Model Il (insured) Model Il (insured)
age_hh -0.901 -0.523 -1.126
(0.842) (0.555) (0.892)
constant 40.849 2.032 44225
(37.431) (25.987) (39.794)
F-statistic 7.81 11.43 16.02
[0.000] [0.000] [0.000]
R-squared 0.396 0.546 0.365

Note: ***, ** and * represents the rejection of the null hypothesis of no statistical significance of impact coefficients
at the 1%, 5%, and 10% significant levels, respectively; the values in parentheses () are standard errors, while the
values in block brackets [ ] are probabilities

Source: Authors’ Computation

Table 4: OLS estimates of the determinants of private health insurance uptake

in Nigeria

Specification Model IV (insure_pr) Model V (insure_pr) Model VI (insure_pr)
employed 0.023*** 0.019*** 0.018***
(0.005) (0.003) (0.004)
inclusion 0.414 0.515** 0.550*
(0.275) (0.200) (0.269)
income_low -0.004*
(0.002)
income_mid 0.010*
(0.006)
income_high 0.0001
(0.001)
prob_access -0.006 -0.003 -0.006
(0.007) (0.006) (0.007)
educ -0.019* -0.013** -0.015
(0.011) (0.006) (0.009)
age_hh -0.816 -0.494 -1.027
(0.768) (0.531) (0.817)
constant 36.84 2.636 39.997
(34.089) (24.901) (36.408)
F-statistic 7.64 11.3 14.62
[0.000] [0.000] [0.000]
R-squared 0.417 0.548 0.3851

Note: ***, ** and * represents the rejection of the null hypothesis of no statistical significance of impact coefficients
at the 1%, 5%, and 10% significant levels, respectively; the values in parentheses () are standard errors, while the
values in block brackets [ ] are probabilities

Source: Authors’ Computation
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Table 5: OLS estimates of the determinants of public health insurance uptake in

Nigeria
Specification Model VIl (insure_pub) | Model VIII (insure_ | Model IX (insure_pub)
pub)
employed 0.002** 0.001*** 0.001**
(0.0006) (0.0005) (0.00086)
inclusion 0.050 0.055* 0.059
(0.035) (0.028) (0.036)
income_low -0.0002
(0.0002)
income_mid 0.001**
(0.0006)
income_high 0.00002
(0.0001)
prob_access -0.00009 0.0003 -0.00008
(0.0007) (0.0006) (0.0007)
educ -0.002* -0.002** -0.002
(0.001) (0.0009) (0.001)
age_hh -0.085 -0.029 -0.099
(0.114) (0.086) (0.117)
constant 4.008 -0.604 4.229
(5.038) (3.692) (5.111)
F-statistic 3.48 3.48 2.28
[0.010] [0.010] [0.064]
R-squared 0.169 0.390 0.157

Note: ***, ** and * represents the rejection of the null hypothesis of no statistical significance of impact coefficients
at the 1%, 5%, and 10% significant levels, respectively; the values in parentheses () are standard errors, while the
values in block brackets [ ] are probabilities

Source: Authors’ Computation



6. Concluding remarks

This study seeks to identify potential determinants of health insurance uptake in
Nigeria. The study obtained cross-sectional State data from the 2018 Nigeria DHS
and employed the tools of descriptive and regression analyses. The results showed
that health insurance uptake and the coverage rate are generally low across States in
Nigeria. Moreover, the results suggest that an improved financial inclusion rate and
high employment opportunities drive up health insurance uptake in Nigeria. The
study also noted that due to financial constraints, low-income groups might have
a lower chance of enrolling for health insurance than the middle-income and high-
income groups. Even though the regression coefficients on education are statistically
significant across specifications, education seems not to support health insurance
uptake in Nigeria. However, health access problems and age of the household head
did not statistically impact health insurance uptake in the country.

Based on these findings, this study suggests the following interventions:

« Theevidenceindicates thatfinancialinclusion supports health insurance uptake.
This suggests any strategy to increase health insurance uptake should incorporate
initiatives to improve access to financial services nationwide.

+ Itis important that a large chunk of Nigerians is matched with decent jobs in
the formal sector. The fact that a high level of informality characterises Nigeria
suggests that most of the workforce face vulnerable employment and are denied
enrolment into health insurance schemes. This needs to be urgently addressed
as part of efforts to improve health insurance uptake, especially among educated
Nigerians.

« Given that access to quality healthcare is a crucial component of the demand for
healthcare, challenges faced in accessing health services can deter the demand
for health insurance. Ensuring quality healthcare requires well-equipped hospitals
with competent health professionals. To this end, incentivising private sector
investment in the health sector would go a long way in bridging the health
infrastructure gap in Nigeria, estimated at US$82 billion as of 2019*.
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Enhanced accessibility is also crucial for using health services. To improve access
to health facilities, increased availability of primary healthcare centres nationwide
is essential. Thisis critical for rural dwellers who frequently travel long distances to
access healthcare. Improved accessibility, affordability and quality of healthcare
delivery would incentivize enrolment into health insurance schemes.

An important factor that has often impeded the success of existing public
insurance, such as community-based health insurance (CBHI), is the lack of funding
toimplement the scheme at the sub-national level, most especially. To encourage
health insurance uptake at the grass-root level, the sub-national governmentsin
Nigeria need to deploy a means to subsidise and incentivise enrolment, in addition
to increased public spending on healthcare.

As noted earlier, one of the reasons for the low coverage of the NHIS scheme is its
voluntary nature. While the introduction of the NHIA that mandates every Nigerian
to enrol into health insurance (private and public) is acknowledged, adequate
provisions thatincentivize enrolment need to be putin place, rather than resorting
to compulsion. For example, the government could consider incorporating into
the public health programmes ailments associated with high costs per treatment,
such as chronic diseases. At the same time, public health insurance should not
necessarily cover low-cost treatments and medications that could otherwise be
paid for out-of-pocket.



Notes

1. For more details, see National Population Commission (NPC) [Nigeria] and ICF
International (2019).

2. The Handbook chapter extensively documents other theoretical models of healthcare
insurance

3. For more details, see NPC & ICF (2019).

4, see Knight Frank (2020).

31



References

Adepoju, P. (2022). Nigeria's new law aims to provide health insurance to all. The Lancet,
399(10341), 2092, retrieved from: https://www.thelancet.com/journals/lancet/article/
P11S0140-6736(22)01008-X/fulltext

Adewole, D.A., Akanbi, S. A., Osungbade, K. O. and Bello, S. (2017). "Expanding health insurance
schemein the informal sector in Nigeria: awareness as a potential demand-side tool." The
Pan African Medical Journal, 27(52), DOI: https://doi.org/10.11604/pam].2017.27.52.11092

Adjei-Mantey, K. and Horioka, C.. (2022). Determinants of health insurance enrolment and
health expenditure in Ghana: an empirical analysis. Revised Economics Household, DOI:
https://doi.org/10.1007/s11150-022-09621-x

Akinyemi, 0.0., Owopetu, O.F. and Agbejule, 1.0. (2021). National Health Insurance Scheme:
Perception and Participation of Federal Civil Servants in Ibadan. Annals of Ibadan
Postgraduate Medicine, 19(1): 49-55.

Akokuwebe, M.E. and Idemudia, E.S. (2022). A Comparative Cross-Sectional Study of the
Prevalence and Determinants of Health Insurance Coverage in Nigeria and South Africa:
A Multi-Country Analysis of Demographic Health Surveys. International Journal of
Environmental Research and Public Health, 19: 1-26.

Ananth, B., Hallan, S., Ravi, T. and Saldanha, N. (2021). Improving the value of out-of-pocket
expenditures: Summary of problems & preliminary theory of change, retrieved from:
https://www.researchgate.net/publication/352246089_

Apeleko, A.D. (2017). Health Insurance Scheme (NHIS) in Nigeria: An Empirical Survey.
International Journal of Politics and Governance, 8(8.4): 1-25.

Aregbeshola, B.S. and Khan, S.M. (2018). Predictors of Enrolment in the National Health
Insurance Scheme Among Women of Reproductive Age in Nigeria. International Journal
of Health Policy Management, 7(11): 1015-1023.

Arrow, K.J. (1963). "Uncertainty and the welfare economics of medical care." The American
Economic Review 80: 941-73.

Ashraf, H. and Nambiar, A. (2021). Demand for Health Insurance, retrieved from: https://www.
dvara.com/research/wp-content/uploads/2021/11/Demand-for-Health-Insurance_WP06.
pdf

Azeez,Y.0.,Babatunde, Y.0., Babatunde, D., Olasupo, J., Alabi, E., Bakare, P. and Oluwakorede,
A.J. (2021). Towards Universal Health Coverage: An Analysis of the Health Insurance
Coverage in Nigeria. International Journal of Health and Life Sciences, DOI:10.5812/
ijhls.108727.

32



ANALYSING THE DETERMINANTS OF HEALTHCARE INSURANCE UPTAKE IN NIGERIA 33

Benartzi, S. and Thaler, R. H. (1995). "Myopic loss aversion and the equity premium puzzle."
The Quarterly Journal of Economics, 110(1): 73-92.

Chuma, J. and Maina, T. (2012). "Catastrophic health care spending and impoverishment in
Kenya." BMC Health Services Research, 12(1): 1-9.

Dercon, S., Gunning, J. and Zeitlin, A. (2019). The demand for insurance under limited trust:
evidence from a field experiment in Kenya. CSAE Working Paper Series 2019-06, Centre for
the Study of African Economies, University of Oxford.

Dror, D. M. and Firth, L. A. (2014). The demand for (micro) health insurance in the informal
sector. The Geneva Papers on Risk and Insurance-Issues and Practice, 39: 693-711.

Dror, D. M., Hossain, S. A. S., Majumdar, A., Pérez Koehlmoos, T. L., John, D. and Panda, P.
K. (2016). What Factors Affect Voluntary Uptake of Community-Based Health Insurance
Schemes in Low- and Middle-Income Countries? A Systematic Review and Meta-Analysis.
PLOS ONE, 11(8), DOI: https://doi.org/10.1371/journal.pone.0160479

Duku, S.K.O. (2018). Differences in the determinants of health insurance enrolment among
working-age adults in two regions in Ghana. BMC Health Services Research, 18(1), DOI:
https://doi.org/10.1186/s12913-018-3192-9

Grossman, M. (1972). "On the concept of health capital and the demand for health." Journal
of Political Economy, 80: 223-255.

Gujarati, D.N. and Porter, D.C. (2009). Basic Econometrics, published by McGraw-Hill Irwin,
New York, USA. ISBN: 978-007-127625-2

Hwang, I. (2016). Prospect Theory and Insurance Demand. SSRN Electronic Journal, retrieved
from: http://dx.doi.org/10.2139/ssrn.2586360

Jasintha, V.L., S. Mohan and George, T. (2022). "Insurance for financial inclusion and well-
being." Journal of Positive School Psychology, 6(3): 3989-3996.

Kazungu, J.S. and Barasa, E.W. (2017). "Examining levels, distribution and correlates of health
insurance coverage in Kenya." Tropical Medicine & International Health, 22(9), DOI: https://
doi.org/10.1111/tmi.12912

Kahneman, D., Knetsch, J.L. and Thaler, R.H. (1991). "The endowment effect, loss aversion,
and status quo bias." Journal of Economic Perspectives, 5: 193-206.

Kahneman D. and Tversky A (1979). "Prospect theory: an analysis of decision under risk."
Econometrica 47: 263-91.

Kairies-Schwarz, N., Kokot, J., Vomhof, M., and WeRling, J. (2017). "Health insurance choice and
risk preferences under cumulative prospect theory-an experiment." Journal of Economic
Behaviour & Organization, 137: 374-397.

Kimani, J. K., Ettarh, R., Warren, C., and Bellows, B. (2014). "Determinants of health insurance
ownership among women in Kenya: evidence from the 2008-09 Kenya demographic and
health survey." International journal for equity in health, 13: 1-8.

Knight Frank (2020). Healthcare in Africa 2020, retrieved from: https://content.knightfrank.
com/research/1981/documents/en/healthcare-in-africa-2020-7198.pdf

Manning, W.G. and Marquis, S.M. (1996). Health insurance: the tradeoff between risk pooling
and moral hazard. Journal of Health Economics, 15: 609-39.

McGuire, T.G. (2012). Demand for Health Insurance. Handbook of Health Economics, DOI:
https://doi.org/10.1016/B978-0-444-53592-4.00005-0



34 WOorkING PapEr HCD-CC-009

Mchenga, M., Chirwa, G.C. and Chiwaula, L.S. (2017). "Impoverishing effects of catastrophic
health expendituresin Malawi." International Journal of Equity Health, 16(25), DOI: https://
doi.org/10.1186/512939-017-0515-0

Mechanic, D. (1998). The functions and limitations of trust in the provision of medical care.
Journal of Health Politics, Policy and Law, 23: 661-86.

Medard, T., Yawe, B.L. and Bosco, 0.J. (2022). Determinants of Demand for Private Health
Insurance in Uganda. African Journal of Economic Review, 10(3): 25-47.

Mhlanga, D. and Dunga, S.H. (2020). Determinants of demand for health insurance in South
Africa. International Journal of Social Sciences and Humanity Studies,12(2): 238-254.

Nkatha, L., Wanjala, K. and Machio, P. M. (2020). Macroeconomic determinants of health
insurance demand in Kenya: An autoregressive distributed lag modelling. The International
Journal of Humanities & Social Studies, 8(2): 65-74.

National Population Commission (NPC) [Nigeria] and ICF International (2019). Nigeria
Demographic and Health Survey 2018. Abuja, Nigeria, and Rockville, Maryland, USA: NPC
and ICF.

NBS (2022). Nigerian Multidimensional Poverty Report for 2021, retrieved from: https://
nigerianstat.gov.ng/elibrary/read/1241254

Nnamuchi, O., Odinkonigbo, J. J., Obuka, U. B., and Agu, H. (2019). Successes and Failures
of Social Health Insurance Schemes in Africa-Nigeria versus Ghana and Rwanda: A
Comparative Analysis. Annals Health L., 28, 127.

Nwoko, M. and Abubakar, I. (2021). An Assessment of Socio-economic Effect of National Health
Insurance Scheme on Quality, Accessible and Affordable Healthcare in Nigeria. Kampala
International University Journal, 6(3): 67-T4.

Nyman, J.A. (2001). The Demand for Insurance: The Expected Utility Theory from a Gain
Perspective. Centre for Economic Research, the University of Minnesota Discussion Paper
No. 313.

Nyman, J.A. (2003). Health Insurance Theory: The Case of the Vanishing Welfare Gain. Centre
for Economic Research, the University of Minnesota Discussion Paper No. 319.

Obikeze, E., Onyeje, D., Anyanti, J., Idogho, O., Ezenwaka, U. and Uguru, N. (2022). Assessment
of Health Purchasing Functions for Universal Health Coverage in Nigeria: Evidence from
Grey Literature and Key Informant Interviews. Health, 14: 330-341.

0O'Donoghue, T. and Rabin, M. (1999). Doing it now or later. American economic review, 89(1):
103-124.

Phelps, C.E. (1973). Demand for health insurance: a theoretical and empirical investigation.
Santa Monica, CA: RAND Corporation.

PwC (2019). Sustainability of State Health Insurance Schemes in Nigeria: Beyond the Launch.
Available at: https://www.pwc.com/ng/en/assets/pdf/sustainability-state-health-
insurance-nigeria.pdf

Raj, V. (2019). Insurtech - A Tool for Insurance Penetration. The Journal of Insurance Institute
of India, 7(2): 29-34.

Salari, P., Akweongo, P., Aikins, M. and Tediosi, F. (2019). Determinants of health insurance
enrolment in Ghana: evidence from three national household surveys. Health Policy and
Planning, 34(8), DOI: https://doi.org/10.1093/heapol/czz079



ANALYSING THE DETERMINANTS OF HEALTHCARE INSURANCE UPTAKE IN NIGERIA 35

Schneider, P. (2004). Why should the poor insure? Theories of decision-making in the context
of health insurance. Health Policy & Planning, 19(16): 349-355.

Shobiye, H.0., Dada, I., Ndili, N., Zamba, E., Feeley, F. and de Wit, T.R. (2021). Determinants
and perception of health insurance participation among healthcare providers in Nigeria:
A mixed-methods study. PLOS ONE, 16(8): 1-20.

Takudzwa, M., Thabani, N. and Smartson, N. (2020). Determinants of demand for health
insurance: A case study of public service employeesin Zimbabwe. [JARIIE, 6(6): 1290-1313.

Uguru, N.P., Ogu, U.U., Uguru, C.C. and Ibe, O. (2020). National Health Insurance Scheme: A
pathway to sustained access to medicine in Nigeria. medRxiv preprint, retrieved from:
https://doi.org/10.1101/2020.06.23.20138164

van Lenthe, F. J. and Mackenbach J.P. (2021), Socio-economic inequalities in health in high-
income countries: the facts and the options, In Detels R, Karim QA, Baum F, Li L and Leyland
AH (eds) Oxford textbook of global public health, 7" edition, Oxford University Press, Oxford.

WHO: World Health Organisation (2022a). World Health Statistics, retrieved from: https://www.
who.int/data/gho/data/themes/world-health-statistics

WHO (2022b). Social determinants of health, retrieved from: https://www.who.int/health-
topics/social-determinants-of-health#tab=tab_1

World Bank (2022). Vulnerable employment, total (% of total employment) (modeled ILO
estimate) - Nigeria. World Development Indicators, retrieved from: https://data.worldbank.
org/indicator/SL.EMPVULN.ZS?locations=NG

Zheng, L. (2022). Population Aging and the Demand for Private Health Insurance in China.
Asia-Pacific Journal of Risk and Insurance, 16(1): 47-80.



Mission
To strengthen local capacity for conducting independent,

rigorous inquiry into the problems facing the management of economies in sub-Saharan Africa.

The mission rests on two basic premises: that development is more likely to occur where there is
sustained sound management of the economy, and that such management is more likely to happen
where there is an active, well-informed group of locally based professional economists to conduct
policy-relevant research.

Bringing Rigour and Evidence to Economic Policy Making in Africa
+  Improve quality.

«  Ensure Sustainability.
«  Expand influence.

www.aercafrica.org

Learn More

o www.facebook.com/aercafrica www.instagram.com/aercafrica_official/

o twitter.com/aercafrica ° www.linkedin.com/school/aercafrica/

Contact Us
African Economic Research Consortium
Consortium pour la Recherche Economique en Afrique
Middle East Bank Towers,

3rd Floor, Jakaya Kikwete Road
Nairobi 00200, Kenya
Tel: +254 (0) 20 273 4150
communications@aercafrica.org




