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Executive Summary

Nigeria’s healthcare system faces significant challenges, including inadequate funding, poor
infrastructure, and limited access to quality care. With the gradual withdrawal of donor support,
particularly from the United States Agency for International Development (USAID), the country
must adopt innovative and sustainable strategies to finance its healthcare sector. As of 2023,
Nigeria’s healthcare expenditure stands at just 4% of its GDP, far below the World Health
Organization’s (WHO) recommended 15% (WHO, 2023). Global Health Expenditure Database).
This funding gap has resulted in poor health outcomes, with Nigeria accounting for 20% of global
maternal deaths and 25% of under-five deaths (UNICEF, 2023). This policy brief proposes a
multi-pronged approach to raising and managing healthcare funds in Nigeria, drawing on
successful models from other countries. Key recommendations include:

1. Government should expand health insurance coverage, increase tax revenues, and
leverage public-private partnerships (PPPs) to boost healthcare funding,

ii. Introduce sin taxes, diaspora bonds, and social impact bonds to generate additional
revenue,

iil. Strengthen governance, transparency, and accountability in healthcare spending and

1v. Learn from countries like Rwanda, Ghana, and Thailand, which have successfully

transitioned from donor dependency to self-sustaining healthcare systems.

Introduction

The withdrawal of USAID and other donor
agencies from Nigeria marks a critical
juncture for the country’s healthcare sector.
For decades, donor funding has played a
pivotal role in supporting Nigeria’s
healthcare system, particularly in areas such
as HIV/AIDS treatment, maternal and child
health, and immunization programs.
However, this reliance on external aid has
created a dependency that is neither
sustainable nor conducive to long-term
development.

USAID’s  contributions to  Nigeria’s
healthcare sector were substantial. For
instance, between 2015 and 2025, USAID
invested over $7 billion into the Nigeria’s
healthcare system, funding programs that
provided life-saving antiretroviral therapy
(ART) to over 2 million people living with
HIV, supported maternal and child health
initiatives, and strengthened immunization
campaigns [USAID. (2025). Nigeria: Health
and Development Overview]. The abrupt
withdrawal of this funding created immediate
gaps in service delivery, particularly in rural



areas where donor-funded programs were
often the sole providers of healthcare
services.

The post-USAID era presents an opportunity
for Nigeria to take ownership of'its healthcare
financing and build a system that is both self-
reliant and responsive to the needs of its
citizens. This policy brief outlines actionable
strategies for raising and managing
healthcare funds, drawing on global best
practices and tailored to Nigeria’s unique
context.

Issues
i Inadequate Healthcare Funding

Nigeria’s healthcare sector is severely
underfunded, with public expenditure on
health accounting for less than 10% of the
total government budget [National Health
Accounts. (2023). Nigeria Health Financing
Profile]. This underfunding has resulted in:

e Poor Infrastructure: Many healthcare
facilities lack basic equipment, drugs,
and trained personnel.

e Low Insurance Coverage: Less than
10% of Nigerians are covered by health
insurance, leaving millions to pay out-
of-pocket for healthcare services
[National Health Insurance Scheme.
(2023). Annual Report].

o« High Out-of-Pocket Expenditure:
Over 70% of healthcare spending in
Nigeria is out-of-pocket, pushing many
households into poverty [World Bank.
(2023). Nigeria Poverty Assessment].

ii. Donor Dependency

Donor funding has historically filled critical
gaps in Nigeria’s healthcare system,
particularly in areas such as HIV/AIDS,
malaria, leprosy and tuberculosis. However,
this reliance on external aid has created
several challenges:

e Sustainability: Donor funding is often
project-based and time-bound, leading
to disruptions in service delivery when
projects end.

e Misalignment with National
Priorities: Donor programs may not
always align with Nigeria’s healthcare
priorities, resulting in fragmented and
inefficient interventions.

e Weak Local Capacity: Over-reliance
on donor funding has stifled the
development of local capacity and
innovation in healthcare financing.

iii. Weak Governance and
Accountability

Weak governance and accountability
mechanisms have undermined the effective
use of healthcare funds in Nigeria. Key issues
include:

e Corruption: Mismanagement and
embezzlement of healthcare funds have
been widely reported, reducing the
impact of  available resources
(Transparency International, 2023).

e Lack of Transparency: Limited public
access to information on healthcare
spending has hindered accountability
and citizen engagement.

o Inefficient Resource Allocation:
Funds are often concentrated in urban
areas, leaving rural populations
underserved.



Legal and Policy Framework

Nigeria’s healthcare financing landscape is
governed by several laws and policies,
including:

o National Health Act (2014): Provides a
legal framework for universal health
coverage (UHC) and mandates the
allocation of at least 1% of the

Consolidated Revenue Fund to healthcare
(National Health Act, 2014).

o National Health Insurance Authority
Act (2022): Establishes the National
Health Insurance Authority (NHIA) to
expand health insurance coverage and
regulate the sector (NHIA Act,2022).

e Public-Private Partnership (PPP)
Policy: Encourages private sector
participation in healthcare delivery and
financing (Federal Ministry of Health,
2023).

Despite these frameworks, implementation
has been weak, and healthcare funding
remains inadequate. Strengthening these
policies and ensuring their effective
implementation is critical to addressing
Nigeria’s healthcare financing challenges.

Cross-Country Comparison

i. Rwanda: Community-Based
Health Insurance

Rwanda’s community-based health
insurance scheme, Mutuelles de Santé, has
achieved over 90% health insurance
coverage. Key features include:

e Community Participation: Local
communities are actively involved in

the design and implementation of the
scheme.

e Subsidies for the Poor: The
government provides subsidies to

ensure affordability for low-income
households.

o Efficient Fund Management: Strong
governance and accountability
mechanisms have ensured the effective
use of resources [Binagwaho, A., et al.
(2014). Rwanda’s Path to Universal
Health Coverage].

ii. Ghana: National Health
Insurance Scheme (NHIS)

Ghana’s NHIS has expanded access to
healthcare for millions of citizens. Key
strategies include:

e Dedicated Tax Revenue: A portion of
VAT revenue is earmarked for the
NHIS, ensuring a steady flow of funds.

e Pro-Maternal and Child Policies:
Exemptions and subsidies are provided
for vulnerable groups, such as pregnant
women and children.

e Public-Private Partnerships:
Collaboration with private providers
has improved service delivery and
efficiency [NHIS. (2023). Annual
Report].

111. Thailand: Universal Health
Coverage (UHC)

Thailand achieved UHC in 2002 through a
combination of tax-based financing and
strategic reforms. Key elements include:

o Tax-Based Financing: General tax
revenues are used to fund healthcare,



ensuring equitable access for all

citizens.

Cost-Effective Care: Emphasis on
primary healthcare and preventive
services has reduced costs and
improved outcomes.

Strong Governance: Transparent and
accountable management of healthcare
funds has  built public trust
[Tangcharoensathien, V., et al
(2015). Thailand’s Journey to
Universal Health Coverage].

Recommendations

. Domestic Resource Mobilization:

o Expand the National Health
Insurance Scheme (NHIS) to cover
all Nigerians, with subsidies for
low-income households.

o Increase tax  revenues by
broadening the tax base and
improving collection efficiency.

o Leverage public-private
partnerships to attract private sector
investment in healthcare
infrastructure and services.

2. Innovative Financing Mechanisms:

o Introduce sin taxes on tobacco,
alcohol, and sugary drinks to
generate additional revenue for
healthcare.

o Issue diaspora bonds to tap into the
financial resources of Nigerians
living abroad.

o Launch social impact bonds to fund
high-impact healthcare projects,

with returns linked to measurable
outcomes.

3. Efficient Fund Management:

o

Strengthen governance and
accountability = mechanisms to
prevent corruption and
mismanagement of healthcare
funds.

Improve transparency by

publishing detailed reports on
healthcare spending and outcomes.

Prioritize primary healthcare and
preventive services to reduce costs
and improve health outcomes.

4. Global Best Practices:

@)

Adopt lessons from Rwanda,
Ghana, and Thailand to build a
sustainable and equitable
healthcare system.

Foster regional cooperation to share
knowledge and resources for
healthcare financing.
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