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Abstract

The study investigated National health insurance scheme and the economic wellbeing of the Nigerian
populace, Comparative study from 2000 to 2018. The study made use of secondary data which were
collected from CBN Statistical Bulletin Annual Report, Federal bureau of statistics. Autoregressive
distributed lag (ARDL) model (ARDL) multiple regression analysis was also adopted to verify the level
of significance at constant or trend of the variables and ARDL Bounds Test in establishing the long run
equilibrium relationship. Augmented Dickey Fuller (ADF) unit root test was conducted on each of the
sets of data used in the analysis. The Johansen Cointegration was also used to identify cointegrating
relationship in the model. The t-test Result at 0.05 level of significance was adopted in making a
decision on the hypotheses formulated.The result revealed that Government health expenditures and
National Health insurance scheme had significant effects on the economic wellbeing of the Nigerian
populace via GDP as there existed a long run relationship between Government health expenditures,
National Health insurance scheme and economic wellbeing of the Nigerian populace. The researcher
suggested that there should be more government spending on the health sector and that compulsory
enrolment into the National health insurance scheme should be enforced for all working Nigerians
starting; with those working in government organizations in order to improve our dismal health indices
as most Nigerians will then have access to better healthcare services without the encumbrance of large
out of pocket expenses hence, increasing her consumption in other goods and services.
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INTRODUCTION

In effort to address the unwarranted and dismal conditions in the health sector, and to deliver
widespread access to quality health care facilities, numerous health policies by consecutive
governments were made comprising the formation of primary Health Care centers, general and
tertiary hospitals etc. The perennial health situations prompted the pronouncement of Gen.
Abdulsalami Abubakar to sign into law on May 10, 1999; the National Health Insurance Scheme
(NHIS) decree No. 33 to provide Nigerians access to quality health care delivery. The National health
insurance scheme is a form of formal sector social insurance programed (Onyedibe, Goyit & Nnadi:
2012). Hence, NHIS became operational after it was officially launched by the federal government in
2005 (Omonokpono, 2008).

Many years after the commencement of NHIS in Nigeria, opinion is polarized among Nigerians on
the efficacy of the scheme in addressing the health problems of workers in the country (Onwumi &
Omorogbe, 2013). It is against this background that the researcher thought it wise to access the impact
of NHIS on economic wellbeing of Nigerian populace. To find out if the scheme has helped reduce
the financial burden and increase the economic living standards of the Nigerian populace by
increasing her gross domestic product.
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The results of this study are expected to help in government policy making regarding the development
of the health insurance scheme in Nigeria. The study will also reveal the contributions of health
insurance investments to the growth of the economy which government agencies will be able to come
up with suitable policies towards the investment of policyholder’s funds in a way that it will
contribute to the growth of the economy.

LITERATURE REVIEW

Health Insurance

Health insurance is a social security device that promises the delivery of required health services to
people on the payment of some sum at systematic intervals. It is intended to pay the expenses
connected with health care by paying the bills and consequently to shield people against high charge
of health care by making payment in advance of falling ill. The scheme therefore protects people from
financial hardships occasioned by large or unexpected medical bills.

It saves money on the short run and protects the poor from medical conditions that can lead to greater
loss of money on the long run (Nigerian Tribune, 24, May, 2010). It involves pooling of resources
from persons of different illness-risk profiles and the cost of the risk of illness among those who are
ill and those who are healthy, are shared. It has three main characteristics- prepayment, resource
pooling and cost-burden sharing. Pre-payments under the scheme are fixed either as a proportion of
the pay-roll, or as flat rates contributed by the participants. This means that payment is not
proportional to the risk of illness of individual beneficiaries.

National Health Insurance Scheme (NHIS)

National Health Insurance Scheme is a system of formal sector social health insurance programme. It
is a social health security system in which the health care of an employee is paid for by both the
employer and employee. This is achieved by monthly deductions of 5% of basic salary from an
employee and another 10% of basic salary paid by the employee’s employer which is then pooled
together and used for all enrolees. In social health insurance there is cross subsidisation where the
healthy subsidize for the ill, the young subsidize for the old and the higher income group subsidises
for the lower income group. Therefore, social health insurance is a social security system that
guarantees the provision of a benefit package of health care services paid from funds created by
pooling the contributions of participants. For participation in the scheme, contributors will first
register with NHIS approved HMO and thereafter register with a primary health care provider of their
choice from an approved list of providers registered by their HMO.

Benefits of NHIS

Benefits of the scheme include outpatient care, pharmaceutical care as in NHIS essential drug list,
diagnostic tests as in NHIS diagnostic test list, maternal care for up to four (4) life births; preventive
care (immunization, health education, antenatal and postnatal care), hospital care (limited to 15 days
in a year and admission in the general ward), eye care and preventive dental care. (Obadofin, 2006)
Beneficiaries do not need cash to access treatment when required except the 10% co-payment for the
cost of drugs. Thus the usual practice of converting assets to cash especially in catastrophic illnesses
can be avoided. In fact, the ministry of health asserts that the benefit package in the NHIS is the most
comprehensive in the world.

The Concept of Economic Wellbeing

Economic wellbeing of a people refers to the economic status of the populace; it is typified in the
quality of the economic life the people enjoy in the society. The quality of economic life of the people
is generally expressed in their standard of living which is typified in the economic growth of the
nation. (Amaefule, 2020)



CRAWFORD JOURNAL OF MULTIDISCIPLINARY RESEARCH (CIMR)| 2021
VOL.2 NO.2, SEPTEMBER, Pp. 127-139

Conventionally, the Gross Domestic Product (GDP) is variously used as economic growth measure in
growth literature. Consequently, the measurement of economic growth of a nation is grossly defined
in the value of the nation’s GDP. Anyanwu and Oaikhenan (1995) cited in Okwori and Sule (2016)
asserted that economic growth refers to the increase, over time, of a country’s or an economic
capacity to produce those goods and services needed to improve the well-being of the citizens in
increasing numbers and diversity. This view is corroborated by CBN (2016) which sated that
economic growth is the increase in the amount of goods and services produced in an economy over
time. The GDP on the other hand, according to Pritzker, Arnold and Moyer (2015) is the economic
indicator which measures the value of the goods and services produced in an economy in a given time
period. Kromtit, Kanadi, Ndangra, and Lado (2017) opine that GDP is the market value of all final
goods and services produced in a country in a given time period and it indicates an economy’s
performance (economic growth). It is measured using the current market prices otherwise called a
nominal GDP. Contemporarily however, economic growth is measured with Real Gross Domestic
Product (RGDP) rather than the nominal GDP. Real gross domestic product takes inflation into
consideration, making it possible for comparisons and a more realistic measurement of the value of
goods and services produced in a given period of time. Thus, Tejvan (2016) argues that economic
growth means an increase in real GDP - which implies an increase in the value of national output/
expenditure.

Sumner (2016) posits that where there is economic growth, economic wellbeing of the people would
improve; indicating that economic growth and economic wellbeing of the people are linearly related.
Therefore, it is safe to measure economic wellbeing of the Nigerian populace with the real gross
domestic product for the period under study.

Theoretical Framework

Theory of Demand for Health Insurance

The conventional theory of health insurance has held that becoming insured acts like a reduction in
the price of health care, just as if the price reduction had occurred exogenously in the market.
Newhouse writes: For the purpose of studying the relationship between health insurance and demand,
the important point is that insurance is like a subsidy to purchase medical care; that is, it lowers the
per-unit price of care. Although there is an income effect caused by premiums or taxes paid to finance
the insurance benefits, these income effects can be shown to be empirically negligible in their effect
on the demand for care (Newhouse, 1978, p. 9).

According to this theory then, the mechanism by which insurance is financed can be ignored because
the effect of premiums on the demand for medical care--an income effect--is empirically negligible.

A central implication of this theory is that any additional health care consumed as a result of
becoming insured--that is, any moral hazard--is welfare-decreasing. This welfare-loss argument, first
made by Pauly (1968), is illustrated in Figure 1. The consumer is Marshallian demand for medical
care is represented by D and the firm supply by MC, the marginal cost of medical care. Without
insurance, the market price is P=1 and Mu medical care is consumed.

With insurance, the price drops to P=0 and Mi is consumed. The value of the additional medical care
is measured by area aMiMu, and the cost by area abMiMu, so the welfare loss from the additional
care is abMi. Because of this theory, many health economists have focused on policies that would
reduce consumption at the margin. For example, Feldstein (1973) argues that the tax subsidy for
employer-based health insurance has resulted in American families spending too much on health care.
He concludes that raising the coinsurance rate from 33% to 67% would increase society’s welfare.
Others (e.g., Manning and Marquis, 1996; Feldman and Dowd, 1991) have drawn similar conclusions.

In viewing insurance as a price effect, however, the origins of the insurance contract as a vehicle for
transferring income to the ill have been overlooked. The prototypical insurance contract is a voluntary
quid pro quo exchange where many consumers pay a premium in exchange for a claim on the pooled
premiums, contingent on becoming ill. The smaller the probability of illness, the smaller is the
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premium that each purchaser of insurance must pay for any given payoff if ill. The difference between
the payoff and the premium is a transfer of income from those who remain healthy to the person who
becomes ill. Health insurance is purchased to obtain this income transfer when ill. Because of this
income transfer, those who become ill purchase more health care (and other goods and services) than
they would without insurance. For example, they may purchase an extra day in the hospital to
recuperate, or they may purchase an expensive life-saving procedure that would otherwise be
unaffordable. This additional health care is the income transfer effect of insurance. But because of the
problems with verifying illness, fraud, and the complexity of writing contingent-claims contracts, the
payoffs in actual private health insurance contracts occur through a reduction in the price of health
care. Thus, of the additional health care purchased, that is, of the moral hazard, a portion is an
opportunistic response to the reduced price, but a portion remains the original intended response to the
income transfers.

Empirical Review

Nguyen (2011) using data from two rural districts namely Nkoransa and Offinso, piloted a study on
the financial protection effect of NHIS in Ghana. A probit model was used to evaluate the likelihood
of disastrous health costs. The study stated that insurance is able to lessen the possibility of
experiencing great cost on health maintenance. However, insured individuals still sustained out-of-
pocket payment for care from informal sources and for uncovered drugs and checks at health services.
Conclusion was drawn that insured persons paid significantly less on healthcare than the uninsured
after controlling for chronic and self — assessed health conditions which normally lead to adverse
selection in insurance.

Riman and Akpan (2012) explored the causal direction and long run relationship amongst government
health expenditure, poverty and health status, in Nigeria. They used the Granger causality test and
Vector Error Correction Model (VECM) in forming a robust causal bi-directional relationship running
amongst life expectancy and poverty in Nigeria. A long-run relationship between poverty and health
status was established. Conclusively those coverages that would improve health status should promote
adult literacy level, reduce the poverty and income disparity.

Hanratty (2015) compares health outcomes across Canadian provinces that were early adopters of
universal health insurance (1962) to outcomes in provinces that were later adopters (up to 1972). Her
results suggest that there was a significant reduction of 4% in the infant mortality rate as a result of
this government health insurance program and a smaller reduction in low birth weight of about 1.3%.

Research Methods

For the purpose of this study, trend analyses of the audited total investment on health care insurance
and the Nigerian economy indicators between “2000-2018” would be used. The population of this
study comprises of government expenditure on national health care insurance schemes in Nigeria and
strictly focused on registered health care insurance schemes and in our research work, the sample size
is a period of nineteen (19) years. The study made use of secondary data which were collected from
CBN Statistical Bulletin Annual Report, Federal Bureau of Statistics.

The data were analysed using Econometric views (E-views) software. This will ensure the data was
analysed effectively. Descriptive statistics such as mean and standard deviation was undertaken to
confirm that the individual variable is sampled from a population. Furthermore, ARDL multiple
regression analysis was also adopted to verify the level of significance at constant or trend of the
variables and ARDL Bounds Test in establishing long run equilibrium relationship. Augmented
Dickey Fuller (ADF) unit root test was conducted on each of the sets of data used in the analysis. The
Johansen Cointegration was used to identify cointegrating relationship in the model. Finally the t-test
Result 0.05 level of significance was adopted in making a decision the hypothesis.

Model Specification
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To test the relationship between healthcare health insurance scheme and Nigeria economic growth,
the study specifies that,

GDP = f (NHIS, GHE)
GDP=0+1NHIS+,GHE + s 3)
Where;

o=Constant Term

1, 2, p3 = Coefficient of Independent Variables

| = Stochastic Error Term

GDP = Gross Domestic Product

NHIS = National Health Insurance Scheme

GHE = Government health expenditure

Data Presentation and Analysis
The data for the variables used for the analysis of this study are presented in appendix 1.

Data analysis

Descriptive Statistics

Table 1 below shows the summary of descriptive analysis results for all the variables in the study in
terms of the mean, the median, maximum, minimum, the standard deviation and the number of
observations

Table 1 Normality test using descriptive analysis

LOG(GDP) LOG(GHE) LOG(NHIS)

Mean 16.33046 12.15583 11.67052
Median 16.84358 12.01500 11.56732
Maximum 17.69137 13.32142 12.60581
Minimum 12.79814 10.93073 9.808176
Std. Dev. 1.454719 0.842949 0.814799
Skewness -1.403411 0.150089 -0.528331
Kurtosis 4.105246 1.657064 2.435678
Jarque-Bera | 7.204020 1.499086 1.136036
Probability | 0.027269 0.472582 0.566647
Sum 310.2787 230.9607 221.7399
Sum Sq.

Dev. 38.09172 12.79014 11.95014
Observations 19 19 19

Source: Author’s Computation (see appendix 1)

Test for Stationarity of Data
The result of Augmented Dickey Fuller (ADF) unit root test conducted on each of the sets of data
used in the analysis is on table 1.2
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Table 1.2: Result of ADF Unit Root Test

Null Hypothesis: D(GDP) has a unit root

Exogenous: Constant |
Lag Length: 0 (Automatic - based on AIC, maxlag=3)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -9.539905 0.0000
Test critical values: 1% level -3.886751
5% level -3.052169
10% level -2.666593

Null Hypothesis: D(GHE) has a unit root
Exogenous: Constant \
Lag Length: 1 (Automatic - based on AIC, maxlag=3)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -5.288201 0.0008
Test critical values: 1% level -3.920350
5% level -3.065585
10% level -2.673459

Null Hypothesis: D(NHIS) has a unit root
Exogenous: Constant \

Lag Length: 0 (Automatic - based on AIC, maxlag=3)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -6.021006 0.0002
Test critical values: 1% level -3.886751
5% level -3.052169
10% level -2.666593

Source: Author’s Computation with the use of E-Views 10 from appendix 1
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Table 1.3: Result of Cointegration Test using Johansen Cointegration
Johansen Cointegration Test

Date: 09/05/21 Time: 23:14

Sample (adjusted): 2003 2018

Included observations: 16 after adjustments
Trend assumption: Linear deterministic trend
Series: LOG(GDP) LOG(GHE) LOG(NHIS) |

Lags interval (in first differences): 1 to 2

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value  |Prob.**
None * 0.959601 64.06772 29.79707 0.0000
At most 1 0.483206 12.72462 15.49471 0.1253
At most 2 0.126439 2.162841 3.841466 0.1414

Trace test indicates 1 cointegratingeqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

| |

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value  [Prob.**
None * 0.959601 51.34310 21.13162 0.0000
At most 1 0.483206 10.56178 14.26460 0.1776
At most 2 0.126439 2.162841 3.841466 0.1414

Source: Author’s Computation with the use of E-Views 10 from appendix 1
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Table 1.4: Estimated Regression Result using ARDL

Dependent Variable: LOG(GDP)

Method: ARDL |

Date: 09/06/21 Time: 10:15

Sample (adjusted): 2002 2018

Included observations: 17 after adjustments
Maximum dependent lags: 2 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (2 lags, automatic): LOG(GHE) LOG(NHIS)

Fixed regressors: C @ TREND
Number of models evalulated: 18
Selected Model: ARDL(2, 2, 0)

Variable Coefficient Std. Error t-Statistic Prob.*
LOG(GDP(-1)) 0.382082 0.114623 3.333378 0.0088
LOG(GDP(-2)) 0.354604 0.110387 3.212384 0.0106

LOG(GHE) 2.696616 0.320534 8.412883 0.0000
LOG(GHE(-1)) -0.273889 0.329953 -0.830084 0.4280
LOG(GHE(-2)) 1.963577 0.348079 5.641189 0.0003

LOG(NHIS) -1.530228 0.584532 -2.617871 0.0279

C -27.52585 11.23142 -2.450790 0.0367
@TREND -0.328392 0.127017 -2.585431 0.0294
R-squared 0.929339| Mean dependent var 16.44651
Adjusted R-squared 0.874380| S.D. dependent var 1.498249
S.E. of regression 0.531023| Akaike info criterion 1.877164
Sum squared resid 2.537866| Schwarz criterion 2.269264
Log likelihood -7.955893| Hannan-Quinn criter. 1.916139
F-statistic 16.90978| Durbin-Watson stat 1.590091
Prob(F-statistic) 0.000165

Source: Author’s Computation with the use of E-Views 10 from appendix 1
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Table 1.5 ARDL Bounds Test in establishing long run equilibrium relationship
Date: 09/06/21 Time: 10:29

Sample: 2002 2018

Included observations: 17

Null Hypothesis: No long-run relationships exist

Test Statistic Value k

F-statistic 13.26450 2

Critical VValue Bounds

Significance 10 Bound 11 Bound
10% 4.19 5.06
5% 4.87 5.85
2.5% 5.79 6.59
1% 6.34 7.52

Source: Author’s Computation with the use of E-Views 10 from appendix 1

Test of hypotheses

Table 1.6: The t-test Result t 0.05 level of significance
Variables | t-value Probability | Conclusion Decision

Log(GHE) | 8.412883 | 0.0000 Positively Significant | Reject null hypothesis

Log(NHIS) | -2.617871 | 0.0279 Negatively Significant | Reject null hypothesis

Discussion of results

From Table 1.1 the sample size comprises of 19 observations from the period of 2000 to 2018. The
descriptive statistics of gross domestic product shows that GDP; has Minimum, Maximum, Mean and
Standard deviation value of (12.79814), (17.69137) (16.33046) and (1.454719) respectively.
Similarly, the minimum and maximum value of government health expenditure (GHE) is (10.93073)
& (13.32142) respectively, with a mean value of (12.15583) and standard deviation of (0.842949).
Also the descriptive statistics of national health insurance scheme (GHIS) has a Minimum, Maximum,
Mean and Standard deviation value of (9.808176), (12.60581), (11.67052) and (0.814799)
respectively. The degree of the distribution of GDP and NHIS are negatively skewed with values of -
1.403411 and -0.528331 whereas GHE has a normal distribution. Gross Domestic Product,
government health expenditure and National health insurance scheme have flat curves being
Platykurtic with Kurtosis values of 4.105246, 1.657064 and 2.435678 which indicate lower values
than the sample mean of 16.33046, 12.15583 and 11.67052 respectively. The probability of Jarque-
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Bera statistics values of government health expenditure and National health insurance scheme indicate
that the residuals of the model formulated in this study follow a normal distribution.

From Table 1.2 the Augmented Dickey-Fuller test statistics of GDP -9.539905 is less than the critical
value -3.065585 at 5% level. Hence, log of GDP with a constant is stationary at first order difference
thereby the null hypothesis is rejected that GDP has a unit root. The Augmented Dickey-Fuller test
statistics of GHE -5.288201 is less than the critical value -3.065585 at 5% level. Hence, log of GHE
with a constant is stationary at first order difference thereby the null hypothesis is rejected that GHE
has a unit root. The Augmented Dickey-Fuller test statistics of NHIS -6.021006 is less than the critical
value -3.052169 at 5% level. Hence, log of NHIS with a constant is stationary at first order difference
thereby the null hypothesis is rejected that NHIS has a unit root.

From Table 1.3 the asterisk ‘none” from the Hypothesized No. of CE(s) implies no cointegration
relationship in the model as the Trace Statistics value of 64.06772 is greater than 0.05 critical values
of 29.79707 and probability of 0.0000 hence leading to rejection of the null hypothesis. The asterisk
‘none’ from the Hypothesized No. of CE(s) implies no cointegration relationship in the model as the
value of 51.34310 is greater than 0.05 critical value of 21.13162 and probability of 0.0000 hence
leading to rejection of the null hypothesis. From the outcome of using the Trace and Maximum
Eigenvalue statics we reject the null hypothesis that there is no cointegrating relationship in the
model.

From the regression table above in (Table 1.4), the R-Squared value is 0.929339 which implies that
93 per cent variation or change in Gross Domestic Product (GDP) is determined by the independent
variables (Government health expenditures and National Health insurance scheme) stated in the
model. The effect of NHIS on GDP is negative whereas Government health expenditures on the
economic wellbeing of the Nigerian populace via GDP had a positive effect. The R-squared of
0.874380 is fit for the model. The Prob (F-statistic) 0.000165 shows the entire model is significant at
trend.

Given that not all the data series were stationary at level but all became stationary after first order
differencing, there is the indication that a long-run equilibrium relationship exists between the
variables. Therefore, an ARDL Bound Test was carried out in establishing a long run equilibrium
relationship to verify. From table 1.5 F-statistics value 13.26450 is greater than 5% lower bound and
upper bounds. Hence, there exist a long run relationship between Government health expenditures,
National Health insurance scheme and economic wellbeing of the Nigerian populace via gross
domestic product.

Government health expenditures and National Health insurance scheme impacted positively and
significantly on the economic wellbeing of the Nigerian populace via GDP. We therefore reject the
null hypotheses stating that Government health expenditures and National Health insurance scheme
had no significant effects on the economic wellbeing of the Nigerian populace via GDP.

We conclude that the findings from the results above conform to the work of Hanratty (2005) who
compares health outcomes across Canadian provinces that were early adopters of universal health
insurance (1962) to outcomes in provinces that were later adopters (up to 1972). Her results suggest
that there was a significant reduction of 4% in the infant mortality rate as a result of this government
health insurance program and a smaller reduction in low birth weight of about 1.3%.

CONCLUSION AND RECOMMENDATIONS
Government health expenditures and National Health insurance scheme had significant effects on the
economic wellbeing of the Nigerian populace via GDP as there exists a long run relationship between
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Government health expenditures, National Health insurance scheme and economic wellbeing of the
Nigerian populace via gross domestic product. The results suggest that, more government spending on
the health sector and a more efficient health insurance scheme will propel an improved standard on
the economic wellbeing of the Nigerian populace via Gross Domestic Product over the years.

It is on this note the researchers recommended that government should take a thorough examination at
public priorities by ensuring that adequate funding is made available to increase the stock of her
citizen well-being. This is important because adequate funding is necessary for operations and
maintenance in health and health infrastructure. More particularly, it should make health for all a
realistic endeavour. Also, focus on health spending should not only be in the area of recurrent but
capital expenditure as well. It should be noted that a greater portion of public spending on health
should be devoted to primary and secondary health.

Finally compulsory enrolment into the National health insurance scheme should be enforced for all
working Nigerians starting with those working in government organizations. This will improve our
dismal health indices as most Nigerians will then have access to better healthcare services without the
encumbrance of large out of pocket expenses hence, increasing her consumption in other goods and
services.
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Appendix 1
YEAR GHE«(‘'N’ M) NHIS (N’ M) GDP«(‘N’ B)
2000 67568.1 18181.8 4537637
2001 59744.6 44651.5 4685912
2002 109455.2 63171.2 5403007
2003 79436.1 39685.5 6947820
2004 93767.9 59787.4 11411067
2005 120035.2 71685.4 14610882
2006 165213.7 105590 18564595
2007 185771.8 122400 20657318
2008 163977.5 98219.32 22717068
2009 137156.6 90202.6 23182613
2010 170770.6 99119.92 31775745
2011 335837.9 231803.5 35103317
2012 348400 197900 37908733
2013 55867.1 265112.5 361543.1
2014 566242.7 276645.2 38011901
2015 596611.4 296641.6 393544.1
2016 542388.7 248448.4 41448923
2017 610124.3 298287.9 46016225
2018 593042.7 272739.2 48224144

Source: Central Bank of Nigeria Statistical Bulletin, 2018.



