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ABSTRACT

Healthcare financing is the structural linchpin that dictates whether a health system functions effectively
and fairly. In Nigeria, the health sector faces deep, systemic challenges characterized by fiscal
fragmentation, chronically low public budgets, and an overwhelming reliance on regressive out-of-
pocket (OOP) payments, which swallow nearly 80% of total health expenditures. This paper evaluates
the critical relationship between health financing strategies and actual clinical service delivery, using
National Hospital Abuja as an institutional case study. We analyze current funding mechanisms,
identify severe operational bottlenecks—such as the medical brain drain, infrastructure deficits, and
diagnostic vulnerabilities—and critique recent public policy interventions like the Basic Health Care
Provision Fund (BHCPF) and the National Health Insurance Authority (NHIA) Act. By building an
analytical framework around resource mobilization, risk pooling, and strategic purchasing, this paper
outlines practical pathways to decouple medical care from a patient’s immediate pocket capacity,
offering a roadmap toward true Universal Health Coverage (UHC) in Nigeria.

Keywords: Healthcare Financing, Service Delivery, Out-of-Pocket Expenditure, Risk Pooling,
Universal Health Coverage, National Hospital Abuja.

1. INTRODUCTION

1.1 Background to the Study

How a country finances its healthcare dictates who lives, who dies, and who falls into poverty when
illness strikes. Healthcare financing is the system through which an economy generates, pools, and
allocates funds to cover the medical needs of its people. Modern development economics treats a robust
health ecosystem as far more than a social welfare metric; it is a core driver of macroeconomic
productivity and long-term human capital. Conversely, sudden health shocks and heavy disease burdens
are major triggers for household bankruptcy, locking families into multi-generational poverty traps
(Agbatogun and Taiwo, 2022).

Globally, countries fund healthcare through varying mixes of public, quasi-public, and private channels.
The ultimate success of these models depends on how smoothly revenue is mobilized and how much
weight each component carries within the national budget (Ichoku and Fonta, 2023). To understand
global trends in healthcare quality, researchers require standardized, uniform metrics that allow for fair
comparisons across different economic landscapes. Historically, tracking these trends has been difficult
due to fragmented data and conflicting quality indicators. To address this gap, modern international
frameworks—such as the WHO Global Health Observatory, the World Bank Service Delivery
Indicators, and the Health Care Quality Indicators Project—have worked to harmonize data collection,
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making it easier to measure real progress toward the health-related Sustainable Development Goals
(SDGs).

In Nigeria, the health financing landscape is deeply fragmented. Funding streams are split across federal
tax allocations, natural resource revenues, international donor assistance, voluntary private insurance,
and pervasive out-of-pocket (OOP) spending (Lambo, 2021). The institutional architecture managing
these funds involves a complex web of actors across federal, state, and local governments, alongside
private corporate insurers (Lowell, 2024). Despite explicit constitutional promises of state-led
healthcare, the financial burden of care still falls heavily on individual households at the point of service
(Chike, 2022). National data shows that out-of-pocket expenditure as a percentage of total health
spending has hovered around 79.55%, making up a staggering 85.8% of all private health spending.
This over-reliance exposes vulnerable populations to catastrophic health expenses, forcing families to
sacrifice basic necessities like food, shelter, and education just to pay medical bills (Travis, 2021).

To correct these imbalances, the government has introduced several policy milestones. The Federal
Ministry of Health updated its National Health Financing Policy to focus heavily on equity and
financial accountability (Lambo, 2021). Similarly, the National Health Act established the Basic Health
Care Provision Fund (BHCPF), mandating that a minimum of 1% of the Consolidated Revenue Fund
(CRF) of the Federation be earmarked alongside international donor grants specifically to fortify
primary healthcare.

However, funding meant for frontline Primary Health Care (PHC) struggles to reach its destination,
trickling through a bureaucratic maze of state primary healthcare boards, the National Primary Health
Care Development Agency (NPHCDA), and local government authorities. Local Government Areas
(LGAs), the statutory caretakers of primary health facilities, rely almost entirely on federal revenue
allocations, drawing roughly 20% of the divisible national pool (Ogubebum, 2023). This extreme
dependency leaves grassroots medical services highly vulnerable to national economic shocks and
federal fiscal instability.

1.2 Statement of the Problem

The operational performance of the Nigerian healthcare system is held back by deep, structural failures.
Public hospitals grapple with crumbling physical infrastructure, weak human resource management,
poor provider pay, and a historical lack of functional, wide-reaching risk-pooling frameworks (Obanza,
2018). Despite billions spent by the government alongside bilateral and multilateral assistance,
Nigeria’s aggregate health outcomes lag behind peer Sub-Saharan African nations with similar GDP-
per-capita profiles. Frequent policy shifts, abrupt reversals, and inconsistent execution have routinely
undermined healthcare reforms over successive administrations. This exhausting environment has
fueled an unprecedented medical brain drain crisis. Healthcare professionals are migrating abroad in
droves to Europe, North America, and the Middle East in search of livable wages, safety, and better
working conditions (Federal Ministry of Health, 2018). As a result, premier tertiary referral centers—
including National Hospital Abuja—face severe clinical staffing shortages.

Furthermore, public hospitals constantly battle chronic pharmaceutical shortages, outdated diagnostic
tools, and unstable basic utilities like electricity and water. These deficits increase the risk of clinical
misdiagnoses and transform public health spaces into environments where access to basic laboratory or
physician services depends entirely on a patient's immediate cash balances.

True financial safety nets remain rare. Private health insurance is skewed toward elite corporate
enclaves, while public social insurance programs have historically been restricted to federal civil
servants, leaving rural communities and the massive informal labor market completely exposed to
financial ruin (Ade, 2017).

1.3 Research Questions

1. What are the primary structural and operational challenges crippling healthcare financing
within National Hospital Abuja?

2. What are the current institutional, public, and private funding sources keeping National
Hospital Abuja operational?

3. What specific policy measures has the government initiated to optimize financing mechanisms
and clinical service delivery models at National Hospital Abuja?
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1.4 Objectives of the Study
The overriding purpose of this study is to analyze how healthcare financing dynamics directly affect the
quality and reliability of clinical service delivery at National Hospital Abuja. Specifically, this study
aims to:
> Evaluate the core structural and operational funding challenges confronting National Hospital
Abuja.
» Map and verify the various institutional, public, private, and donor funding streams supporting
the hospital.
> Assess the practical effectiveness of recent government health policies aimed at improving
resource allocation and service delivery within the facility.
1.5 Research Hypotheses
» HO:: The structural challenges confronting healthcare financing at National Hospital Abuja do
not exert a significant limiting impact on institutional service delivery.
» HO,: The current mix of institutional funding sources at National Hospital Abuja does not
significantly support sustainable healthcare service delivery.
» HOs: Public policy measures initiated by the government have not introduced significant
structural improvements to healthcare financing and service delivery at National Hospital
Abuja.
1.6 Significance of the Study
This study serves as a practical bridge between economic theory and public health realities. First, it
updates the health economics literature by connecting macroeconomic data directly to micro-level
clinical outcomes at a premier tertiary hospital. Second, unlike standard academic papers that leave
findings in a vacuum, this study explicitly translates empirical data into actionable insights for
healthcare administrators and policymakers. Finally, it provides hospital managers with clear baseline
metrics to build fairer risk-pooling options, optimize internal resource deployment, and design targeted
institutional incentives to help slow the ongoing loss of clinical talent.
1.7 Scope and Structure of the Study
This study focuses directly on the institutional ecosystem of National Hospital Abuja, utilizing available
administrative, budgetary, and clinical performance metrics. The analysis strictly evaluates operational
funding sources, point-of-care billing setups, and the direct local impact of national health mandates.
The paper is organized into five cohesive sections: Section 1 outlines the foundational background and
research problem; Section 2 presents a targeted conceptual and empirical literature review; Section 3
establishes the research methodology; Section 4 delivers data analysis and results; and Section 5 sets
forth the summary, conclusions, and institutional recommendations.

2. LITERATURE REVIEW

2.1 Conceptual Review

2.1.1 The Essence of Healthcare Financing

At its core, a health financing system is about far more than just collecting money. It represents the
functional core of a health system, governing how funds are mobilized, accumulated, and spent to cover
the health needs of a population, both individually and collectively (WHO, 2018). The true purpose of
health financing is to ensure that funding is readily available, to set the right financial incentives for
healthcare providers, and to guarantee that no citizen is locked out of life-saving care due to financial
hardship.

Modern health economics views these frameworks through a dual lens:

Financing Schemes: The formal rules, regulations, and benefit packages that govern how
citizens access and participate in a health program (e.g., social health insurance, universal tax-funded
health services).

Financing Agents: The actual institutional units—such as social security boards, ministries, or
private health maintenance organizations (HMOs)—that administer these rules and manage the cash
flows in day-to-day operations.

2.1.2 Defining Health Service Delivery

The World Health Organization defines service delivery as the systematic way inputs—medical
personnel, specialized technologies, pharmaceuticals, and physical infrastructure—are combined to
execute safe, timely, and effective health interventions (WHO, 2019). Service delivery is the most
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visible face of the health ecosystem; the public routinely judges the entire utility of a nation's health
sector based on their personal experiences at this specific point of care.
2.2 Functional Analysis of Healthcare Financing Strategies

The specific way an economy mixes its health financing options directly determines its equity profile
and clinical utilization patterns. Modern health economics identifies five primary funding paths,

compared below.

Table 2.1: Comparative Matrix of Functional Healthcare Financing Strategies

Financing Strategy
General Tax
Revenues

Social Insurance
Systems
Voluntary/Private
Insurance

Charitable Aid &
Philanthropy

Out-of-Pocket
Payments

Primary Revenue

Mechanism
Direct income
taxes and indirect
collections (VAT,
custom duties,
excise).
Mandatory,

legislated  payroll
deductions split
between employers
and workers.

Risk-rated
commercial
premiums
purchased
voluntarily by
individuals or
employers.

Bilateral grants,
multilateral ~ fund
transfers  (World
Bank, WHO), and
international
NGOs.

Direct, cash-heavy
user fees collected
at the point of care
for drugs, tests, and
care.

Equity and
Progressivity Profile

Highly Progressive:
Decouples clinical care
utilization from an
individual's immediate
wealth.

Progressive: Pools
risks across large
populations; often

subsidized by the state
for poor cohorts.

Regressive: Premiums
scale based on
individual health risks,
routinely locking out
high-risk  or  low-
income groups.

Variable: Completely
dependent on shifting

donor agendas and
localized project
mandates.

Highly  Regressive:
Forces the heaviest
financial burden

directly onto the sick at
their moment of peak
vulnerability.

2.3 Contextual Evaluation of Financing Sources in Nigeria

2.3.1 Public Taxation and Federal Allocations

Core Implementation
Challenges in
Developing Economies

Shallow domestic tax

bases, high informal
sector dominance, and
intense political

competition for national
funds.

Large informal labor
forces that easily evade
traditional formal payroll
tax capture.

High, profit-driven
premium pricing models
that limit broad
population enrollment.

Unpredictable  funding
cycles, misalignment
with  native health

policies, and long-term
sustainability issues.

Creates severe financial
barriers to care,

worsening illness and
driving  families into
catastrophic poverty
traps.

In public-led health frameworks, general tax revenues serve as the primary source of healthcare
financing. Within the Nigerian fiscal ecosystem, public revenue collection is highly centralized, with
the federal government gathering the majority of public resources—predominantly derived from oil and
gas leases and Value Added Tax (VAT)—into shared accounts like the Federation Account. These
resources are subsequently distributed across the three tiers of government based on the national
revenue allocation formula (Olaniyan, 2024).
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Because state and local governments are direct custodians of primary and secondary healthcare
infrastructure, they bear statutory responsibility for funding frontline clinical operations. However,
weak sub-national Internally Generated Revenue (IGR) profiles leave these tiers dependent on federal
transfers (Ogubebum, 2023). Furthermore, because these allocations are rarely strictly earmarked for
health spending, sub-national governments retain broad budgetary discretion, leading to funding
variations across states and municipalities.

2.3.2 Social Health Insurance and Legislative Reforms

Social Health Insurance (SHI) systems operate under public regulatory frameworks where mandatory
contributions are pooled into independent health funds to secure financial risk protection. In an
equitable SHI model, the state subsidizes or fully covers premiums for vulnerable demographics—
including low-income individuals, the unemployed, and disabled persons—while formal sector workers
contribute via structured payroll deductions. In Nigeria, this framework was initially established under
the National Health Insurance Scheme (NHIS) Act to expand risk-pooling across formal sector
employees, voluntary participants, and vulnerable groups. Historically, enrollment remained
concentrated within the federal civil service, leaving the large informal labor market and rural
populations underserved (Ade, 2017).

To address these coverage gaps, legislative reforms led to the passage of the National Health Insurance
Authority (NHIA) Act, which transitioned health insurance from an optional framework into a
mandatory national requirement (Uzochukwu, 2023). Despite these legislative updates, the systemic
impact of public insurance programs remains constrained by challenges such as limited baseline
funding, bureaucratic registration bottlenecks, low public awareness, and uneven infrastructural
capacity across participating clinical networks.

2.3.3 Community-Based Health Insurance (CBHI)

Community-Based Health Insurance (CBHI) functions as a localized, non-profit mutual risk pool
designed to provide financial risk protection for informal sector workers and rural populations who lack
access to formal corporate or public insurance coverage. CBHI models emphasize local participation in
operational management and resource administration.

However, achieving financial sustainability within these schemes remains challenging due to low
baseline enrollment rates, particularly among lower-income brackets, which can inadvertently widen
equity gaps (Uzochukwu, 2023).

While several sub-national governments have introduced localized health insurance laws to formalize
CBHI structures, enrollment continues to be affected by factors such as low community trust in
administrative systems, limited awareness of benefit packages, premium affordability challenges, and
variations in the quality of care provided at participating facilities. To scale these programs effectively,
contemporary research highlights the utility of introducing variable, income-indexed premium
structures alongside public financial subsidies to ensure long-term viability (Uzochukwu, 2023).

2.3.4 International Donor Capital and Vertical Health Initiatives

International development assistance plays a significant role in supporting primary healthcare delivery
in emerging economies. In Nigeria, external partner funding is frequently channeled through targeted
vertical health structures rather than broad, integrated budgetary support. These programs prioritize
specific interventions, such as staff capacity-building workshops, childhood immunization rollouts,
maternal health interventions, and essential infectious disease medicine supply chains (e.g., for
HIV/AIDS, tuberculosis, and malaria).

While these partner interventions have been instrumental in lowering national infectious disease
morbidity and mortality rates, their vertical isolation can create systemic challenges. Because domestic
agencies remain responsible for long-term civil service payroll administration and hospital facility
maintenance, a disconnect can arise between donor-funded commodity supplies and the baseline
infrastructural capacity of the host facilities (Berman, 2023).

3. Preliminary Analytical Framework

To empirically test the core relationships stated in our hypotheses (HO; through HO03), this study
constructs an operational model where clinical service delivery performance (Y) is expressed as a multi-
variable function of distinct, competing healthcare financing resource flows (X):

Y =1 (X, X, X3, &)

Where our operational structural variables are defined as follows:
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Y (Service Delivery Index): A composite metric tracking diagnostic accuracy, average patient waits
time, and bed-turnover efficiency at National Hospital Abuja.

X (Public Allocations): Government budgetary infusions and statutory fund disbursements, including
direct BHCPF capital drops.

X> (Insurance Pools): Total institutional health insurance pool claw backs (NHIA capitations and
private HMO reimbursements).

X3 (Out-of-Pocket Revenue): Gross user cash fees captured directly from patients at point-of-care
service windows.

€ (Stochastic Error Term): A variable capturing unobserved systemic noise, including macroeconomic
inflation spikes, health sector strikes, and localized medical migration figures.

This mathematical framework allows us to track how moving away from regressive point-of-care
billing (X3) toward stable, organized risk pools (X:) directly alters institutional service delivery
outcomes (Y).

4. DATA ANALYSIS, RESULTS, AND DISCUSSION

This section breaks down the data collected through structured surveys distributed to clinical and
administrative staff at National Hospital Abuja. Out of 150 questionnaires shared with doctors, nurses,
laboratory scientists, and billing officers, 134 were completed and returned—an 89.3% response rate.
To understand how healthcare financing choices, alter clinical realities, the data was analyzed using a
multiple linear regression model built around our primary variables:

Yspr = o+ [11Xspe + [aXirs + [3Xppm + €

Where:

Yspr (Service Delivery Index): Measures daily clinical efficiency, including patient wait times,
diagnostic speed, and equipment reliability.

Xspe (Structural Financing Bottlenecks): Tracks the operational friction caused by relying on cash
payments and out-of-pocket fees.

Xirs (Institutional Funding Sources): Evaluates the consistency of direct government budget allocations,
donor funds, and private insurance.

Xrem (Public Policy Measures): Looks at the felt impact of recent legislative reforms, specifically the
NHIA Act and the Basic Health Care Provision Fund (BHCPF).

4.1 Reliability and Quality Diagnostics

Before running the regression model, the data was put through quality checks to ensure the survey
responses were consistent and reliable.

Table 4.1: Data Reliability and Multicollinearity Diagnostics

Variance
b
Variable Index Number — of Cronbach’s Inflation Factor Status
Survey Items Alpha (a)

(VIF)

Service Delivery | g 0.842 N/A Highly Consistent
(Yspr)
Structural No
Bottlenecks 5 0.795 1.240 T .

Multicollinearity
(XsBC)
Funding Sources No
(Xirs) > 0.811 1.412 Multicollinearity
Public Policy No
Measures (Xppm) 4 0.788 1335 Multicollinearity
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What the numbers mean: All scores exceed the standard Cronbach's Alpha benchmark of 0.70,
confirming the survey tools were highly reliable. Additionally, because the Variance Inflation Factor
(VIF) for each variable is well below 5.0, there is no overlapping data (multicollinearity) to distort our
regression results.

4.2 Regression Analysis and Statistical Qutput

An Ordinary Least Squares (OLS) regression was conducted to isolate how each financing variable
influences clinical care delivery.

Table 4.2: Multiple Regression Model Output (N = 134)

Independent Coefficient Standard t- p- Decision on Null
Variables (D) Error Statistic Value Hypothesis

Intercept ([o) 2.145 0.312 6.875 0.000 Significant

Structural Reject

Bottlenecks -0.412 0.084 -4.905 0.000 HO:(Significant
(XsBc) Harm)

Institutional Fail to Reject HO»
Funding (Xirs) 0.115 0.076 1513 0133 Not Sustainable)
Public Policy Reject HO;3
Measures (Xppm) 0.354 0.091 3.890 0.000 (Significant Relief)
Model

Diagnostics Value

R-squared 0.678%

Adjusted

R-squared 0.671%

F-Statistic 3, 91.24$ p =0.000

130)

Note: The critical t-value needed for significance at the 5% level is pm1.98.

With an Adjusted R-squared of 0.671, our model accounts for roughly 67.1% of the variation in service
delivery quality at the hospital, showing that financing choices are a dominant driver of clinical
operations.

4.3 Testing Our Hypotheses

Hypothesis 1: The Weight of Out-of-Pocket Barriers

HO,: The structural challenges confronting healthcare financing at National Hospital Abuja do not exert
a significant limiting impact on institutional service delivery.

Finding: Reject HO; (t =-4.905, p = 0.000).

The Reality: The regression shows a highly significant negative relationship (= -0.412). This means
that as the hospital relies more on point-of-care cash payments from patients, clinical service quality
drops sharply. Staff feedback explicitly indicates that waiting for families to scrape together deposits
forces delays in emergency surgeries, stalls diagnostic testing, and directly hurts patient outcomes.
Hypothesis 2: Reliability of Current Funding Mix

HO2: The current mix of institutional funding sources at National Hospital Abuja does not significantly
support sustainable healthcare service delivery.
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Finding: Fail to Reject HO, (t=1.513, p=0.133).

The Reality: The funding mix has a positive but statistically insignificant impact on operations. This
points to a deeper issue: the current volume and consistency of public and donor funds are simply too
erratic to create a stable foundation for the hospital. Staff noted that government budgetary allocations
routinely arrive late, and private health insurance (HMO) reimbursements take too long, making it
incredibly difficult to manage pharmaceutical supplies or keep advanced diagnostic machinery running
smoothly.

Hypothesis 3: The Impact of Government Health Policy

HO3: Public policy measures initiated by the government have not introduced significant structural
improvements to healthcare financing and service delivery at National Hospital Abuja.

Finding: Reject HO3 (t = 3.890, p = 0.000).

The Reality: Government public policy interventions show a strong, positive, and statistically
significant impact ([J= 0.354). Frontline workers reported that when patients are covered under the
mandatory terms of the new NHIA Act or backed by specialized fund pathways like the BHCPF, the
care process speeds up dramatically. Because medical teams do not have to wait for upfront cash
verification, they can authorize tests and treatments instantly.

4.4 What These Findings Mean for the Hospital

The primary data uncovers a major bottleneck at National Hospital Abuja: the hospital’s forced reliance
on cash-and-carry financing is actively working against its medical staff. When a major tertiary hospital
relies on out-of-pocket payments for the bulk of its running costs, clinical spaces turn into
administrative billing centers. Doctors and nurses find themselves stuck navigating payment issues
instead of treating acute medical needs, confirming the financial access barriers highlighted by Chike
(2022).

Furthermore, the statistical insignificance of general funding streams ([J= 0.115) highlights how
vulnerable the hospital is to fiscal instability. Without predictable, timely funding blocks, hospital
leadership cannot build long-term retention strategies to combat the ongoing medical brain drain, nor
can they secure consistent supply chains for critical drugs.

Crucially, the strong performance of the Public Policy index (1= 0.354) gives us a clear answer. Pre-
paid, pooled health systems like those envisioned by the NHIA Act are the most effective way to
improve clinical efficiency. By separating the medical event from an immediate cash transaction, we
eliminate point-of-care bottlenecks, allowing healthcare professionals to focus entirely on what they do
best: saving lives.

4.5 Summary of Findings

The analysis presented in this paper shows that Nigeria’s healthcare delivery system, particularly at
crucial referral nodes like National Hospital Abuja, remains highly vulnerable to macroeconomic
shocks and fragmented funding structures.

Our review indicates that despite real legislative progress—specifically the transition to mandatory
enrollment under the NHIA Act and the structural rollout of the BHCPF—the day-to-day operations of
public care are still crippled by an over-reliance on out-of-pocket cash payments. This fiscal imbalance
strains household budgets and limits the hospital's ability to maintain high-end diagnostic tools,
guarantee essential pharmaceutical stocks, and retain specialized medical talent in the face of an intense
medical brain drain.

4.6 Conclusion

Achieving universal health coverage and keeping service quality high at National Hospital Abuja is
structurally impossible as long as the system treats life-saving medical care as a private, cash-and-carry
commodity. When service delivery is chained to a patient's immediate liquid cash balances, the system
suffers through delayed clinical presentations, long patient backlogs, elevated mortality figures, and
diagnostic errors caused by deferred care.

To break this regressive cycle, Nigeria must actively shift its health financing mix away from
fragmented, ad-hoc point-of-care billing toward predictable, pooled, and mandatory health insurance
frameworks.

4.7 Policy Recommendations

To resolve the structural bottlenecks identified in this study, we propose the following targeted
recommendations:
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1. Strictly Enforce Mandatory Enrolment Under the NHIA Act

The federal government must fully implement the mandatory insurance clauses of the NHIA Act. To
expand this safety net beyond formal civil servants, the state should deploy income-indexed premium
structures and public subsidies specifically designed to integrate informal workers and rural
communities into the national risk pool.

2. Protect and Direct Statutory Fund Flows (BHCPF)

The administrative pipeline for the Basic Health Care Provision Fund must be streamlined and shielded
from bureaucratic delays. A specific, audited share of the 1% Consolidated Revenue Fund should be
linked directly to strategic purchasing frameworks at major tertiary centers like National Hospital
Abuja, ensuring reliable funding for trauma care, maternal emergencies, and low-income patient
waivers.

3. Deploy Targeted Human Capital Retention Packages

To slow the loss of clinical staff at National Hospital Abuja, the Federal Ministry of Health must
modernize public medical compensation structures.

Actionable Step: Public health agencies should introduce performance-linked financial bonuses,
structured institutional housing and transport allowances, and transparent career advancement pathways.
Additionally, upgrading physical working conditions with stable basic utilities (electricity and water)
will significantly improve professional satisfaction and workplace retention.

4. Utilize Public-Private Partnerships (PPPs) for High-End Diagnostics

Faced with tight national budgets, National Hospital Abuja should expand well-regulated Public-Private
Partnerships to buy, maintain, and run high-cost diagnostic infrastructure (e.g., MRI machines, CT
scanners, and radiotherapy units). Under clear contracts, private partners can manage operational
maintenance, while the state regulates billing tiers to guarantee subsidized access slots for low-income
and insured patients.

5. Transition to Prospective Provider Payment Models

Public hospitals should move away from retrogressive fee-for-service billing models, which naturally
incentivize cost inflation and resource waste. Implementing prospective payment methods—such as
capitation for routine services and Diagnostic-Related Groups (DRGs) for complex tertiary
operations—will improve hospital efficiency, keep care affordable, and accelerate insurance
reimbursement turnarounds.
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