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Abstract: The difficulties often encountered in out-of-pocket financing of health has compelled introduction
of pre-paid health insurance in many developing countries. This study assessed rural households access to
health facilities and their willingness to pay for the National Health Insurance Scheme being implemented by
the Nigerian government. Data were collected from 102 rura households from some villages using the
multi-stage stratified random sampling. The descriptive and Probit regression methods were used. Results show
that general ratings of the conditions of health facilities were very low and awareness about NHIS islow. The
Probit regression revealed that amount able to pay, frequency of illness, workability and coverage of the
scheme were statistically significant (p<0.10). The study concluded that NHIS will improve access of rural
households to quality health services, but issues of awareness and proper design of the scheme to ensure

workability and higher coverage should be considered.
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INTRODUCTION

The World Heath Assembly in 1988 mandated
provision of sound health for all people by 2000 as the
main target for all governments and the World Health
Organization (WHO) [1]. Thisis because sound health is
a fundamental requirement for leading a socially and
economically productive life. Up till now, however, many
low-income countries have not been able to meet the
basic healthcare needs of their people, especially thosein
the rural areas. In Nigeria, persistently low quality and
inadequacy of health services provided in public facilities
are some of the problems facing the health sector [2].
Similarly, the state of the Nigerian health system is
dysfunctional and grossly under-funded with a per capita
expenditure of US$ 9.44 [3]. Asaresult, Nigeria still has
one of the worst health indices in the world and sadly
accounts for 10% of the world’'s maternal deaths in
childbirth. The National health management information
system is still weak, without an integrated system for
disease surveillance, prevention and management. All
these are due to the fact that there is a loud disconnect
between policymaking process, research activities and
ownership of research agenda by key stakeholders.

Therefore, the governments have come up with
some health reforms, which are targeted at reorganizing

the rural health care sector, with aview to enhancing their
efficiency in the supply of basic heath services. This
became more pressing just as it had been realized that
sustainable instruments for health financing are urgently
needed to reduce high amount of out-of-pocket payments
and the incidence of catastrophic heath shocks in
the developing world [4]. Several factors have recently
stimulated the development of private insurance
mechanisms as a means to finance health care in low- and
middle-income countries. These factors include difficulties
with traditional ways of health care financing, diversified
consumer demand in the course of economic devel opment
and intensified trade in the health-services sector, which
has introduced foreign insurance providers to developing
countries.

Despite numerous efforts to establish functioning
healthcare systems, most people in developing
countries must rely on direct payments to finance their
healthcare needs. In some regions, these out-of-pocket
payments can account for up to 80% of total health
expenditure. Private prepaid programs, such as
community-based health insurance schemes, are often the
only possible way for poor people to participate in
risk-pooling programs. Evidence so far suggests that
private schemes can improve access to health care and
offer financial protection even to marginalized groups[5].
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Despite the growing importance of private health
insurance (PHI), however, surprisingly little is known
about itsrolein national health systemsin the developing
world [6].

Alternative forms of health care financing and cost-
recovering strategies have been heavily criticized, the
option of insurance seems to be a promising aternative as
it is a possihility to pool risk transferring, unforeseeable
healthcare costs, to fixed premiums [7]. Health insurance
schemes are increasingly recognized as key factors to
finance healthcare provision in low income countries
[8]. Given the highest latent demand from people for
good quality healthcare services and the extreme under-
utilization of health services in several countries, it has
been hoped that social health insurance may improve the
access to health care of an acceptable quality.

According to the World Bank [9], mgjority of the
population in low-income countries remains uncovered
against the risk of illness. This is due to the fact that
neither purely statutory social health insurance nor
commercia insurance schemes aone can significantly
contribute to increase coverage rates and thereby
access to healthcare. In rural and remote areas, unit
transaction cost of contracts is too high, leading often to
a state and market failure [10]. Therefore, in a bid to
improve the health status of Nigerians, the government
under the National Economic Empowerment Devel opment
Strategy (NEEDS), has decided to improve physical and
financial access to good quality health services and
also increase consumers awareness of their health
rights and obligations. One of the ways with which they
hope to achieve this, was to develop and implement a
comprehensive healthcare financing strategy, including
the fast tracking of the National Health Insurance
Scheme (NHIS) and to develop and implement a strategy
to enhance community participation in providing and
financing health services[11].

Thus, the belief of direct public provision of health
care services to aid its utilization by Nigerian citizen has
been questioned in the recent past. There is now a
growing realization that even the poor can make small,
periodic contributions that can go towards meeting
their healthcare needs. As a result health insurance is
increasingly being recognized as a tool for financing
healthcare provision and utilization in low-income
countries [12]. The level of awareness of individual
households about the scheme, will determine their
acceptance of it. Also, the highest level of poverty in
Nigeria's rura areas is another factor to be considered.
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Hayward et al. [13] also suggested that persons with
health insurance may experience difficulties with financial
access if their coverage does not extend to specific
services or if deductibles are set at levels beyond their
means to pay. Thus, a large number of Nigerian citizens
may not be able to afford payment for prepaid heath
insurance scheme as proposed by the government,
even with its many benefits for both providers and
buyers. Therefore, the shift towards health insurance is
welcomed in principle, but means to achieving optimal
public—private sector mix and participation of the intended
beneficiaries remain a major challenge.

Thus, as health systems become more complex and
costly and as the application of new existing technologies
become more refined, making the right decisions about
the allocation of often scarce resources has become
more difficult. It is essential that the results are
reproducible and comparable, for the success of heath
service provision. This study tried to assess the patterns
of healthcare utilization and willingness to take up health
insurance of rural households. The specific objectives are
to establish households use of heathcare services in
relation to their socioeconomic characteristics, to assess
households’ perception of the functionality of the existing
healthcare facilities, to determine the level of awareness
of households about the National Health Insurance
Scheme and to examine the factors responsible for rural
households’ willingness to pay for the proposed National
Health Insurance Scheme (NHIS). Findings from the
study will assist in devising a more pragmatic method for
ensuring successful implementation of the scheme in the
rural areas.

MATERIALSAND METHODS

The Study Area: Irewole Local Government is one of the
local governments in Osun state. It is situated in the
southwestern part of the state; and lies in the rainforest
belt of the country with altitudes of between 121.92 meters
and 298.70 meters above the sea level. It islocated within
longitude 4°08°E and latitude 707W 30 N; with a
landmass of 978.67 n?’. It has an estimated population of
143,599 with 74120 males and 69479 females, going by the
population census of 2006. The old Irewole Local
Government with its headquarters in Ikire was created
in 1976. In 1989 and 1996 the present Ayedade local
government and Isokan local government areas
respectively were carved out of the old Irewole area
Irewolelocal government shares common boundaries with
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Ayedade local government shares in the East, Ife-North
L.G.A. inthe southeast and Egbeda local government area
of Oyo state in the west.

Dataand Sampling Procedures. The study was based
on primary data collected through a well-structured
questionnaire. Stratified random sampling technique
was used. In the first stage, the area of study was
zoned according to the number of village within it.
Secondly, eleven villages were randomly selected from
the villages within the local government area. The third
and fina stage involves randomly selecting the
household to be interviewed. On the whole, atotal of 107
households were randomly selected, out of which only
102 were useable.

Methods of Data Analysis: The analytical techniques

used in this study, includes descriptive statistics such as

frequencies, means, percentages, bar charts, line graphs,

pie charts and tables, used to analyze the socio-economic

characteristics of the respondents. Also econometric

analysis using Probit regression model was used to
estimate the determinants of willingness to pay for the

prepaid socia health insurance scheme.

The Probit Model: The Probit model is a log-linear
approach used to measure the effects of the
independent variables on the dependent variable. The
Probit regression analysis, was used since the OLS
estimating procedure will be inappropriate as the
dependent variable is dichotomous. Probit regression
assumes the categories dependent reflects an underlying
quantitative variable and it uses the accumulative normal
distribution. In this model (Probit), the willingnessto pay
for the national health insurance scheme will represent the
dependent variable (Y). The Probit model was estimated
with the assumption that Y, the willingness to pay of rural
householdsfor NHIS, isrelated to the following variables,
explicitly stated as

Y =$0+3 X, +$X5+ounnnnn. +$ X+ Vi 1)

Y, = Willingness to pay for NHIS (Willing to pay =1, 0
otherwise)

Xiy Xg... Xy = vectors of explanatory variables.
where, X; = Awareness about the scheme (1 = aware,
0 = otherwise), X, = Primary occupation of household
head (1 = farming, O = otherwise), X, = Gender of house
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head (1 = male, 0 = otherwise), X, = Age of the household
head (years), Xs = Number of years of schooling (years),
Xs = Family size, X, = Tota monthly expenditure,
Xs = Frequency of faling ill (often =1, O otherwise),
X, = Frequency of maaria treatment, X,, = Highest
amount households are willing to pay, X,; = Scheme's
workability (it will work = 1, 0 otherwise), X,, = Scheme’s
coverage (covers all family members = 1, O otherwise),
X5 = Preference for prepayment.

RESULTSAND DISCUSSIONS

Socioeconomic Characteristics of Respondents. The
average age of the household heads interviewed is
51.40 years, with 4.9% of the house heads being less than
25 years. Table 1 shows that mgjority of the household
heads (25.5%) were between 40 and 49 years old. Also,
78.4% of the household heads interviewed were male
while 21.6% were females. Based on occupation, 22.5% of
the household heads were full housewives, 6.9% were
farmers, 4.9% were artisans, 1.0% were pensioners, 18.6%
were civil servants, 4.9% were drivers and 13.7% were
engaged in other businesses. The educational
attainments of the respondents revea that 2.0% have
no formal education, 16.7% had primary education, 32.4%
attained secondary education, 15.7% had NCE, 8.8% had
OND, 7.8% had HND and 15.7% attained University
education.

Monthly Income and Health Expenditures of the
Household Heads: The mean monthly income of the
households in the study areais N32317.24. Table 2
shows that 13.7% of the households sampled had
monthly  income that fell into the mean monthly
household income group, 54.8% had monthly
incomes that were below the mean monthly income
group while only 21.6% had monthly incomes that
were above the mean monthly income group.
Thus it can be inferred that mgority of the
households in the study area are not likely to be
willing to pay for the National heath Insurance
scheme. Table 2 aso shows that 44.1% of the
households in the study area spend less than or up to N
1000 on health related issues, 41.2% spend between
N1100 and N5000, 10.8% spend between N5100 and
NZ10000, while only 3.9% spend above N10000 on health
related issues. The mean monthly expenditure on health
related issuesisN 1713.04.
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Table 1: Distributions of household heads according to age Table 3: Result of Probit andysis of the determinants of households'
Socio-economic groups Frequency Percent willingness to pay for the National health insurance scheme
House head age Variable Coefficient Standard error  P>[z]
20-29 10 9.8 Level of awareness 0.3976023 0.4780702 0.406
30-39 11 10.8 Primary occupation 0.4902188  0.9421338 0.603
4049 % 255 Sex of household head 05435964 05880138  0.355
50-59 23 25 Age of household head 00231292 0.0345467  0.122
60-69 21 206 No. of years of schooling -0.0298984 0.0345467 0.387
7079 1 108 Family size -0.259942 02386105  0.913
S Household’ s expenditure 0.00000809 0.00000670  0.228

Frequency of falingill 1.424841 0.5672523 0.012**
Male 80 78.4 i

Frequency of maariatreatment 0.0777198 0.4459549 0.862
Femdle 2 216 Highest amount willingtopay ~ 0.0039552  0.0021682  0.068***
Primary occupation Scheme' s workability 1.16585 04633628  0.012**
Full housewife 23 225 Scheme's coverage 1238039 055016193  0.036**
Farmer 7 6.9 Preference to prepayment 0.8003567  0.5508628  0.146
Artisan 5 4.9 Constant -0.7488562 05860674  0.201
Technician 1 10 ** Significant at 5%, *** Significant at 10%, Pseudo R2 = 0.5043, Chi-
Trader 17 16.7 square = 63.18%**
Pensioner 1 10.8 Source: Computer printout of data analysis.
Civil servant 19 18.6
Drivers 5 49 Households' Perception of the Functionality of Health
Others 14 137 Facilitiesand Awar enessabout NHI S: Figure 1 showsthe
Educational groups different levels of perception of the households
No education 3 2.0 interviewed towards the different types of hospitalsin the
Primary 17 16.7 study area. It shows that for public general hospital,
Secondary 33 324 4.9% perceived it as being fair, 28.4% as being average,
NCE 16 15.7 32.4% perceive it as being good, while 8.8% are of the
OND 9 8.8 view that it is of excellent quality. Meanwhile 25.5% were
HND 8 78 indifferent. The figure al'so shows that a good number of
University 16 15.7 the respondents (48.0% were indifferent towards the

functionality of the mission hospital, while on the
average 24.5% perceive it as being good, 17.6% of the

Table2: Monthly income and health expenditures of the house heads T - )
respondents perceive it as being excellent, while 2.9 and

Income/health exp. Groups x 000 000 . . .

5.9% perceive it as being poor and on the
Income average respectively. It is also revealed that 37.0% of the
No regular Income 10 98 respondents were indifferent towards the functionality of
10000 and betow 14 137 the private hospitals, while 3.9% perceive it as being poor,
10001 - 20000 2 25 9.8% as being averagely okay, 26.5% as being good, while
20001 - 30000 18 17.6 23.5% of the respondents perceive it as being excellent. It
30001 - 40000 14 137 was revedled that a good number of the respondents
40001 - 50000 12 118 (48.0%) were indifferent towards the functionality of the
50001 and ahove 10 98 private maternity centers, while 20.6% perceive it as being
Health expenditures groups good, 9.8% of the respondents perceive it as being
1000 and Below 45 44.1 excellent, while 1.0 and 16.7% perceive it as being poor
1001 — 5000 42 412 and on the average, respectively. Figure 2 shows the
5001 — 10000 11 10.8 distribution of the households with respect to their level
>10000 4 39 of awareness on NHIS, in the study area. It was gathered
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Fig. 2: Distribution of households according to their level of awareness about NHIS

that only 9.8% were aware; 28.4% of the households were
averagely aware; while 47.1% were not aware and 4.9%
were indifferent. This implies that the awareness level
about NHIS among rural households is quite low.

Probit Regression of Households Willingnessto Pay:
The model produced a good fit for the data because the
Chi square value is statistically significant (p<0.01). Also,
the Pseudo adjusted coefficient of determination reveals
that the included variables explained 50.43% of the
variations in the values of willingness to pay probability.
The variables that show statistical significance are
frequency of illness, workability of the scheme, coverage
of the scheme and the highest amount that the
households are willing to pay. The frequency of illness,
the coverage of the scheme and the workability of the
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scheme are statistically significant at 5% level, while the
highest amount that the households can afford for the
schemeissignificant at 10% level.

The significance and the positive relationship
between the frequency of illness and households
willingness to pay, indicates that the more household
membersfall ill, the higher the household iswilling to pay
for better access to healthcare services. In terms of the
scheme’s coverage, the more the household sees the
scheme as covering their entire household members, the
more their willingness to pay. Also, the higher their belief
in the workability of the scheme, the more the household
would be willing to pay for the scheme. The highest the
amount of the household can afford for the scheme, the
more their willingness to pay. The negative relationship
between sex of the household heads and households
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willingness to pay, indicates that male headed households
have significantly lower probability of paying for the
scheme.

RECOMMENDATIONSAND CONCLUSION

Based on the findings, the following
recommendations are made. Magjority of the households
in the study area were found to have a considerably
large family size. More so most of the households had a
per capita income less than the average monthly income
and this invariably reduced their willingness to pay for
NHIS. Thus, there is a need for an increase in per capita
income of households in the study area and this will
involve the provision of adeguate facilities to equip the
people with basic skills required to boost their productive
capabilities. Also there should be an introduction of
transfer payment programmes and other sustainable
income enhancement programmes. These would
eventually increase the income that accrues to individual
households and also their access to better healthcare
Sservices.

In addition, as a way of regulating family sizein
the future, there is a need for the government to
introduce family planning programmes and enlightenment
campaigns on the benefits of having smaller family sizes,
for an efficient allocation of resources available to the
households. This is very important because coverage of
al household members by the scheme increases their
willingness to pay. It should be noted that with NHIS only
covering 5 household members, many rura household
membersin rural areas cannot be covered.

The government should also improve on their
enlightenment campaigns, to raise the level of awareness
for the National Health Insurance Scheme in the rural
areas. Thiswould effectively enlighten the citizens on the
NHIS and aso positively affect their willingness to pay
for the scheme. Existing health facilities should be
equipped and well-managed, rather than build new ones
in the same or close locations. Thisis because the general
assessments of the people about the conditions of the
hospitals are very poor.

In conclusion, improved access to better healthcare
services would improve the healthcare utilization of
rural households and their welfare. The National
Health Insurance Scheme is alaudable social prepayment
programme being implemented by the Federal Government
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to ensure improved quality equitable distribution of
healthcare services with limited cost constraints. In
line with the data analyzed and interpreted, it can be
reasonably concluded that the willingness to pay for a
prepaid social health insurance scheme would improve
households'  healthcare utilization. However, the
government should ensure that the proper implementation
strategies are put in place to ensure continuity and
consistency of the scheme.
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