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ABSTRACT

The quality of service rendered by the private medical are in
relation with the fees they charge, the conditions in public-
hospitals that forced city dweller to turn to private medical
services, and the ability of this sub-sectors to shoulder the
additional burden of maintaining professional ethics in the
current economic condition of the Nation prompted the
researcher to look at thefunding and ownership structure of
Private Medical Clinics and Hospitals in Urban Centers of the
Northern Sates.

The work has established that the ownership of Private
Medical Clinics or Hospitals is predominantly sole-
proprietorship. Funding is generated mainly from personal
savings and retained earning with very little use of bank
facilities. This has restricted growth and development in this
sub-sector, Funding problems isfurther compounded by the
attitude of doctors to the ownership of clinics and hospitals.

Doctors form the majority of clinic owners and majority of



them are not willing to let go the sole ownership structure
they currently operate even when they agree to the advantages
of group ownership to the practice. Finally recommendations
are put forward for the aggressive financing of private

medical service whith a call for government to recognise the
contribution of private medical services to National Health
Plan and to put forward policy that will makefunding private
medical practice attractive. Doctors are also advised to
acquire some management andfinancial education, in order
to modify their attitude to business ownership. It is the
researcher's believe that when the recommendations arefully
and objectively implemented, funding of private medical care
will improve greatly and the improvement will reflect on the

quality of service provided by the Sub-sector.
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CHAPTER 1.

1.1 INTRODUCTION

National Health policy of the Federal Republic of Nigeria has
clearly allocated  responsibility  among  the three  tiers of
Governmment.  Primary Health Care is the Local Government
responsibility, Secondary health care centre and General Hospital
are to be taken care of by the Siate Government while the
Tertiary Health Institution including Teaching and Specialisi
Hospitals are the responsibility of the Federal Government. Until
recently, the policy was silenr on the role of Non-govermmental
Organisation especially the Profit oriemed Private Health
Instituzion. However, iheir contribution o health care deliven
has been significamt, especially in the urban centres where ihe
demand for Health care supersede the capacity of the Public
Institutions.  With  recent  political,  social  and  economic

development of the nation, the level of awarcness has increased



remendously, so far the demand for Modern Health Care along
with all its sophistication. At the same time there has been a
phenomenal deterioration of the public health institution, resulting
in general loss of faith in their services and massive exodus of
highly skilled Health Professionals in search of greener pasture
within the private sector or beyond the boundaries of onr beloved
country. The up-swrge of demand for privaie medical care
coupled with relaxation of requirement for stariing medical clinic
by Federal Government (removal of the five years post-qualifi-
cation requirement), and the fall-out-of ithe Federal Government
and Nigerian Medical Association clash of 1985 resulied in the
proliferation  of all kinds of private medical clinics. This
developrient has brought the private medical clinie into sharp
Jocus. And, as is uswal, with the press and the vocal few, the
highlight were mainly on the excessive fees charged, low ethical
standard, use of unqualified siaff and puor service. The clinics
are also observed 10 be poorly managed and poorly financed,
resuliing in stunted growth and development of the private

2.



medical sector. However, with the current trend in economic
realities, and the era of deregulations and privatization, the only
viable Health care system is the Private Health Institutions. But
in order 1o achieve this herculean task, there must be re-
orieniation of the management and most importanily funding of

the Private Medical Clinics.

With all the changes thar owr National economy is undergoing,
and despite the effort by the Federal Governmenr in seiing-up
special financial instituiion 1o help small scale business, the
Sunding of Private Medical Clinics in the wrban centres in
Northern Stare has remained essentially sole proprietorship.

This primitive mode of funding, has contributed in no small way
1o the proliferation of mush room Private Medical Clinics in the
wurban cenires of the Northern States. Due 10 the iraditional
problem of sole proprietarship, Private Medical Clinics have
Jailed 10 bring 10gether good calibre of professionals essential for

3.



running good clinics. Limitations associated with sole ownership
Sunding is also militating against growth and expansion of these
clinics. As a result, the clinics are poorly equipped; ihey are
staffed by unqualified personnel; their environment are poorly
maintained, drug supply is inadequate and a times fake drugs find
their way into such clinics. The way owt of this predicament is a
thorough assessment of the funding opportunity available 10
private medical clinics and wiilizing them for optimum growih and

development of this very imporitant sector.

1.3 PURPOSE OF THE STUDY

The swudy is designed 1o identify the current ownership structure
of ihe privaie medical praciice in the urban areas of the Northern
States, assess their attitude towards the uiilization of available
source of funding and their constraints in using them, and finally

1o make recommendations based on the findings.,



1.4 SIGNIFICANCE OF THE STUDY

This sty will introduce doctors, who are the majority owners of
private medical practice 1o sources of fund hitherio not known to
them or are reluctant to use. The study should ulso define the
items required by the financial institutions in order 1o help with
Junding of projects. The study will also be useful o various levels
of Government in helping them set standards of private medical
praciice and find ways of integrating it into the National Health
Policy. Others thar will benefit from ithe sudy arve genuine
entrepreneurs interested in Privaie Medical Practice.  They can
now come forward and i1ake opportuniny of furding Private

Medical Pracirice.



1.5 LIMITATION OF THE STUDY.
The study is limited by time and finance. These vital resources
have resiricted the member of clinics involved in ihe siudy. The
validity of the conclusion of this research will be only as good as
the sincerity of the answers by the respondents. Secondary daia

were also used, any limitation of these sources will also affect

this study.

DELIMITATIONS

This praject wark focused mainly on the current practice of
Junding privaie clinics in the Norihern Staies and less than
Sourteen (14 ) percent of the clinics were studied. Therefore any

conclusion drawn will be affected by the size of the samiple.



1.6 RESEARCH METHODOLOGY.

This project was conducted by assessing both Secondary and
Primary Data. The Secondary data formed part of the literature
review and the basis for further assessment of the current practice
in financing private health institution. The Primary data were
obtained by conducting an initial interview with some selected
private hospital in Kaduna. This formed the basis for designing
a questionnaive for general data collection. The questionnaire
was completed by various owners of private medical clinies. In
most cases in the presence of the researcher. Inierviews were
also conducred in areas where details of the information  were
not  coniained in the questionnaire. Forty copies of the
questionnaire were distribuied owr of which thiriy six were filled
and retwrned. The research covered eleven cities in the Northern
States namely; Kaduna, Zaria, Kano, Gusaun, Bauchi, Jos,
Muaiduguri, Abija, Minna, Gombe and Yola. Finally, data were
collected from banks and some government agencies like NDE

were properly serialized and used where it was relevant.



The sources of secondary data are duly acknowledged through the

means of references.



CHAPTER 2. LITERATURE REVIEW.

2.1 DEVELOPMENT OF PRIVATE MEDI CAL PRACTICE 9
2.2 MEDICAL INSTITUTIONS o 13
2.3 IMPORTANCE OF PRIVATE MEDICAL CLINICS 17
2.4GENERAL PROBLEMS OF PRIVATE MEDICAL CLINIC 18

Munagement.

Staffing.

Finance.

Cultural and Enviromenial,
2.5 FUNDING PRIVATE CLINICS. 25

Personal savings. Reteined profit.

Oiher internal sources of fund.

Permanent and long-term funds.

Bank credit, Qver drafi, Trade ciedir,

Other sources.

2.6 GOVERNMENT ASSISTANCE. 49

il
on



CHAPTER 2.

LITERATURE REVIEW
2.1_DEVELOPMENT OF PRIVATE MEDICAL FRACTICE
The Nigerian Traditional healers siill anend 10 a subsiantial
proporiion of the Nigerian population, of this rural population
contribute 70 per cent. Despite this, ithere is a tremendous
demand for modern medical services. This can be anribuied 1o
the raised level of awareness of Modern Medicine due 1o some of
its dramatic achievement in the early part of this ceniury.
Example of this achievement can be traced 10 the use of penicillin
and other antibiotics to drastically reduce the menace of
infectious diseases. Immunization has also reduce the incidence

of seme disease to zero, that is,eradicating it complerely from ihe

Jace of the globe, like Small-pox. The Government has been the



main provider of Health care Services in the country, and its
services have been free or heavily subsidised. The Government's
effort  was  supplement by  Non-governmental — voluniary
organisations,like  the  Missionaries  and  Philanthropic
Organisations. Profit-oriented Privaie Medical Service was the
latest source of medical care. This development came as a resuli
of frusiration matted on the few Nigerian dociors by the
expairiaie doctors. "Those who could not siand the ivpe of
ignominious treaiment being matted out to them boldly resigned
their appointment from the civil service 1o go inio full time
Private Medical Praciice."(2) It is obyvious from this scenurios
thar the first Group of Private Medical Praciitioners did not have
profit as a major motive for opiing out jor Private Medical
Praciice. even though it was noted by Quadri in hix article thai
“There way too great a disparity both in salary and position
henveen an expatricre and a Nigerian granted that boih qualified
about the same time. "(2).

The early Private Praciitioners were people with long experience

(=)



in General Medical Practice. They had few clients and need very
linle capital to start clinics. Their capital-outlay was small
because medicine was ar its simplest state. There way very linle
specialization and equipment were simple and cheap. Moreover,
Private Praciitioners hardly earned better ihan the Public health
workers. Needless to say that the Government did not reckon with
their contribution 1o Health care delivery and their colleague see
them as decedents. Infuct the government could only notice and
over pronounce their short comings, aend the activities of the bad
eggs among them, such as abortions, high charges, wtilization of
unqualificd siaff eic (35. With the country s political, social and
economic development, a lot has changed in the sitwation outlined
above. Industrialization  has led 10 wrban- isation with linle
planning by Government 1o 1ake care of the general welfure of the
populaiion and in pariicular their health care. This lack of
advquuae plan coupled with economic recession have compounded
the problems of the Public Health Care Service Public Health

Institutions have been described ar various limes by prominent
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people with various objectionable adjectives. These institutions
have also become very popular campaign targets bath by the
civilian and the military administrations. The sitwation of Public
Health Institutions deteriorated with successive regimes. This sad
development has lead 1o dramatic exodus of medical health
workers to the private sector and foreign countries in search of
greener pasture which include job satisfaction and  beiter
remunerations. The peak of this disaster was noticed during the
clash beovween Buhari/ldiagbon duo (4) with the Nigerian Medical
Association which lead 1o the sacking of 64 doctors mast of whoni
Jound solace in Private Medical Praclice. These are fine and well
trained  Physicians who never thought about  profit-orviented
private medical praciice, but found themselves with no other
option but 1o set-up small sole proprictorship clinics with the liitle

Junds they have been able 1o save.
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2.2 MEDICAL INSTITUTIONS (5)
Medical Institutions have been classified arbitrarily as follows:
CLINIC. This is:-

a) An institution where only consultation and out-patient
treatment are conducted and practiced.

b) An institwiion where the praciitioner or practitioners
restrict their consultation and out-patient to his or their pariicular
areas of specialist discipline. eg.ophthalmology clinic.

) Where more than one specialty Is practices it may be

referred as Polyclinic.

PRIMARY HEALTH CENTRE.

This is an instiiwtion  in which  "Oul-patieni
consuliation“1akes place,bui there is also definite programme of
care involving the components of primary health care as follows:
Health education,Maternal and child health Family planning
Nutritional education, Immunization,Diagnosis and treanment of

common ailment,use of appropriate technology and essential drug
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list. Records keeping and case reporting effective communication

and patient referral promotion of mental health. "

This incorporates the facilities of Primary health care but
in addition there is also simple surgical services supported by up
o thirty (30) beds.

GENERAL HOSPITAL/ MEDICAL CENIRE,

An institiion in which a full complement of curative care
is provided. There are :-

1. An accident and Emergency Uni.

2. Diagnostic Unit comprising of Rudiology and Pathology

services.

3. Qur-patient consuliarion unit.

4. Wards divided into Surgical Medical, Paediairic, Antenaal

and posmaial.

5. Treamment facilities featuring:
Pharmacy  department  including a  Pharmacy

shop,operating theater,Diet kitchen and Physiotherapy. There

14



should be a minimum of three doctors all of whom are really
experienced General Practitioners and Specialist able 10 provide
medical surgical paediatric and obsterric care e.l.c.

They cover emergency in rotation, even though each may develop

an interest in one specialty or the other.

SPECIALIST HOSPITAL.

A hospital is not a specialist hospital because its owner
possesses a specialist diploma or fellowship. A Specialist hospital
Is an institwiion feanwing the following major components:

1) Accident and Emergency Unit

2) Diagnostic Unit

3) Out patient Consultation Unit

4) Wards Unit
5) Treaiment Unit
The major difference from general hospital or medical  cenre
being thar all the facilities of the institution are devoled 10 the

practice of one specific discipline of medicine e.g. paediatrics,

15



orthopaedics, deniistry, obstetrics and gynecology, elc.

An institution that is fully developed, accredited for teaching
and organised along deparimental lines so thar there is any
combination of the following departmenis: Surgical, internal
medicine, obsteirics and gynecology, paediatric, psvchiairy eic.
Each depariment may have any nmumber of consultation units,
cach with its own owr-patient consultation sessions; such as:

- Ward Units

- Theatre sessions (where appropriaie) €lc.

Basically, patients do not come primarily to the clinic of the
referral hospital, bua they are usually referred from lower order
institution.  The only exception being the casualiy or accident and
emergency unit. Teaching hospital is the most sophisticated form

of health institution.
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2.3 IMPORTANCE QF PRIVATE MEDICAL CLINICS.

With the deterioration of the public health institution, the private
medical clinics have become major &o.mn'bu tors '!0 the healih care
delivery system of the COuntry The bomribm&m of this unit c:dn
be seen in terms of providing alternative employment opportunity
to dissatisfied health worker from the public health institurion,
they also provide an alternative source of miedical care for a good
number of Nigerians especially the urban dwellers. The private
mecdical clinics also serve as a iraining ground for enterprenenrs
in general, and in healih care sector in purticular. Most of ail ihe
private medical clinics contribute tremendously in providing
secondary and sometimes specialist care, und 10 a lesser exient,
primary care to the urban population.

The private health instinition also coniribute in enhancing healih
care Standard by encouraging healihy  competivion  among

praciitioners 1o deliver the best service ai a standard cos.



2.4 GENERAL PROBLEMS OF FRIVATE CLINICS.

Private medical clinics are generally small ser-ups, with few
workers and employ very limited amount of capital and mosily
solely owned, and they may bee registered as private limited
liability companies. Infact, private medical clinics as a business
Jit perfectly in to the definitions of small scale business.
Variously defined as:-

- Those businesses with "tatal investment of beivween one hundred
thousand naira (N100,000) and two million naiva (N2wmillion)
exclusive of land, but including working capital.” (7)

- "Invesiment in plant, machinery and equipment not exceeding
one million (N1,000,000) naira. " (8)

- “an enterprise whose tolal cost excluding cost of land, but
including — working  capiial,is — above one  million  naira
(N1,000,000) but does not exceed Ten million (10.(XX) (XK))
naira” (10).

- "one which is independently owned and operared and not

dominant in its field of operation.” (9).

[~
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Private medical clinics fit into all the above definitions with very
SJew exceptions. That is some private hospitals, that are owned
and managed by an individual, may have total invesunent of over
Two(2,000,000) million naira. Also with the deteriorarion of the
public health instindgion, private medical clinics are becoming
dominant is their field of operation. The problems of private
medical clinic can therefore be equalled with those of small scale
buxinesses with few additions, such as the naditional concept of

what medical services should be.

2.4.1. LACK OF MANAGEMENT ABILITIES.

Dociors’ raining generally ignore management skills. Since mosi
private clinics are small and maost of the time the ovwner sets up
the clinic in order 10 be 'free’ from one influence or the other,
the management of private clinic tend 1o be one person
mancgement team.  Even with ihe assisiance of a small
management staff, the doctor must "spread himself thin'. He will

have 1o antend 1o his ever demanding clinical duties as well ay



oversee the plumbing problem, staff discipline and make sure
revenue is collected and liabilities attended 10. He has to decide
the general policy of the clinic, define his sirategy and also
outline and enswre implementation of the plan from idea 10
execution.  Unfortunately, these require a diversity of walent and
no individual has superior ability in all areas of managemen.
Infact, a wlented surgeon is maost unlikely to see patient as a
custonier but rather as another disease inflicted figure that needs
10 be opened-up and reciified.  The doctor-turned-manager does
not gives serious attention 1o management problems. He does noi
undersiand the imricacies of maintaining adequate business
records or preparing financial siatements or how financial data
are presented. He lacks the necessary knowledge or appreciation
of their value. These short-comings in management skill can be
a serious handicap to effective running of a clinic. This owner-
manger iy usually over streiched that he iy wnable 1o follow
development in both clinical method or management siyle.  This

usually results in developing a waditional method with no
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scientific backing e.g. some clinics will list ot a cocktail of
medication 10 be administered to all patient thar come 10 ile
clinic even before the doctor has the opportunity of seeing the
patient. Clinics like these are also likely 10 run in to the hands of
the unskilled second generation manager who may inherit the
clinics for whatever reason.  This kind of successor may have no
interest in running the clinic and thercfore may sell it 1o pursue
Lis oven chosen career, or he may v running it only 10 end up
in bankiupicy. Large corporate hospitals are not likely 1o suffer

ihis tvpe of problems.

2.4.2 STAFFING

The stafling in small business is generously inadequate coupled
with poor managerial skill will lead to shoriage of time in which
o manage the clinic as well as perform clinical duties effectively,
Due 10 the tvpe of contol the manager wants 1o exert on the

clinic, most of the staff are temporary, this leads to high siaff
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turnover with all its associated cost. Employees of such clinics

are poorly equipped professionally 1o carry our their duties.

2.4.3 FINANCING.
All firms, even the giants of private firins and muliinational
businesses, have problems of some sort with finance, The private
clinic, like the small business that it is, has special problem with
Sunding. The three main special difficuliies can be listed as:-

- private clinics are unable 10 demonsirate their chances of
success in order 1o appeal 1o porential lenders.

-The existing lending and financial institution may noir caier for
the special problems involved in privaie clinics.

- The doctor and his adviser may not know how or where 10 gei
money.

The Macmillan Committee of 1931, have looked at the problem
of financing small scale business and came up with what is now

known as the Macmillan-gap:

“It has been represented to us thar grear difficulty is

22



experienced by the smaller and medivm-sized businesses in
raising the capital which they from time 1o time require even
when the security offered is perfectly sound.” (7).

In 1959 the Raddliffe Report commented:

: there is a danger, which is socially, economically
desirable to avoid, that the growith of small firm may be impeded
because they lack some of the facilities open 1o large compuanies
Jor obiaining capital. "(7).

Since this period, a great deal has been done 1o [fill the
Macmillan-Gap, bwt there is sull room for improvement hefore
the special financial problem of small business arve entirely
solved. Government in Nigeria is aware of the problems of small
scale businesses and has made several efforis 1o meel some of
these problems. It is however, not very clear if ilhie Governimeni
has in mind private medical clinics when making policies aboui
small scale business.  Most emphases of Govermnent policy are
on casing delays for naditional indusiries like the manufaciuring

industries. Even the specialised banks established by 1he
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industries. Even the specialised banks esiablished by the
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government 1o help small scale businesses does nor seem 10 have
any special consideration for private medical clinics despite the
uniqueness of this sector.Due to the size and scale of vperation
of private medical clinics, their access 1o capital market is
limited.  So far only one private hospital was quored in Nigerian
Stock Exchange i.e. Eko Hospital. We must note however that
doctors in Nigeria who go ino privaie praciice seem 1o be
satisfied with the freedom of managing their affairs and therefore

are reluctant 10 release their equity holdings.

The general atiitude of Nigerians 10 health care especially in the
Norih is such thar they do not see the necd 10 pay for medical
services. This attitude might have been developed from the time
when medical care was supplied free by 1the government or
missionary workers, or further siill vwhen services were rendered
by ihe maditional healer for near-io-nothing.  People do not

appreciate why the cost of medical services should raise along

o
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with other services. When doctors in February, 1992 decided 1o
hike "Puatient/Clients Bill Of Rights And Approved Tariff”, the
public reacted with disapproval and gave the exercise and doctors
all sorts of names. One Mr. James K. Ogunbiya in the Financial
Post argued that "the wraditional medical practitioners even
perform better than orthodox medical practitioners, arguing
Surther that doctors only condemn their services in order 1o ger
more patronage. " (4). Even with the confession of 1op
government officials about the fuct thar government can not fund
medical service alone, most Nigerians expect health care services

jbrjh ¢ Jrom whoever pl‘ul'hh-;\' i,

2.5 FUNDING PRIVATE CLINICS.

Privaie clinics as we demonstrated carlier, fits very well as small
scale business and like it, has all the problems thar characterized
small scale business, Financial problems of small scale business
are mainly reflections of general managerial problems; many

small scale business enierpreneurs need 1o spend some time on
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these problems. Though financial management is just part of the
overall management, a very important one at that, time given 1o
it can reduce financial problems 1o manageable dimension.
There is no single way of financing a privaie clinic. Each clinic
has individual circumsiances which makes its requirement unique:
- Circumsiances that motivaie or push the Enerpreneur 1o start
a privare clinic.

- The location of the clinic, is it in urban centres like Kaduna,
Kano or in the rural sening like Gadan-gavan.

- The rate at which the owner wishes it 10 expand.

For above reasons, and many more Jfactors not listed, each
clinic’s decision abowt finance has to be made in the light of the
particular  circumsiances. However, there are some busic
guidelines in making financial decision, some of which are:

- You decide how much money is needed;

- the proper timing of the required fund;

- the purpose of which it is needed,

- the form of finance 1o be used,
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- whether the venture is profitable.

The main sources from which the private clinics might seek
Jinance are examined here and the characieristics of each source
is discussed along with the pros and cons associated with the use
of each source.

Personal savings are particularly important in seiting up private
medical clinic, while retained earning form most of the running
cost as well as funding any expansion.  Auention is also focused
an long-term, short-term and medium-tenmn sowrces of fund,
particularly attention is given to problems in the financing of
expansion. The various sources of public secior assistance are

described.

2.5.1 PERSONAL SAVINGS.

The most important source of finance in setting up private clinic
is the personal savings of the enterpreneur. This is also true in all
small scale businesses where the viability of the business idea is

clearly visible only to the enterpreneur initially. Personal savings



is particularly important in starting privaie clinics due 1o ihe
ways mosi medical personnels dabble into business. Most of them
go into business as a protest 1o the pressure z'.n working places
rather than as properly planned bus.iness vennure. Personal
Saving could also include contributions from families and friends,
usually as "gifi" or interest free loan u'irr!z long period of
recovery, As noted by Raymond, personal suvings is not just
money that has been qccomulated in a savings  account. 11
includes everyihing of value thal an individual has gained. This
may consist of family fand, buildings, fixture and fittings and even
the ovener's reputation in the community.

As we have mentioned earlier, this is interest free source hence

it is funds free of expenses.



2.5.2 RETAINED PROFTTS.

Simply this is the poriion of net profit that is put back inio the
business. It is also the most important sowrce of funds for the
typical small firms, like a clinic. Profit has nvo main functions in
the business enterprise. It is the source of payment in form of
dividends and other drawings 10 the owners of the clinic; it iy
also a sowrce of fund. It is therefore available for ihe
maintenance and expansion of the business. The avaitabilitv of
this source of funds depend parily on the profitability of the firm,
partly on the exient of payments o outsiders, and parily on policy
with regards 10 distribution of profits. A profit ligure in isolation
may be fairly meaningless. The magnitude of the figure may
depend partly on the accouniing convention used and partly on
interpretation of the element which go o make such profit. The
Sigure is likely 1o be more meaningful if it is relaied 10 asser and
operations which generate it, it is even more meaningful if read

in conjunction with other ratios. It is even more meaningful stll
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if its movement over time are calculated and comparisons are
made. It is also useful to have basis for comparison with the
profit of similar business. Financial analysis provides a set of
1ools with which to interpret profit figures. The deiail of financial
analysis is however beyond this text. In attempting 1o answer the
question - what is a healthy profit, however, one will have 1o
consider the figure aim of the clinic owners, as 1o what they wani
o achkieve; is it expansion, or remaining small. Whichever is the
target the profit is healthy if it is able 10 sustain the rarget. In
Nigeria, owners need to resist the tempiation of helping them-
selves 1o the profit in terms of generous maintenance allowance
Jor the owner-manager at the expense of the firm. Some
enterprencurs may insist that they are in business 1o raise their
standard of living, however there is one objective fact, that money
taken out of the business by owners, in dividend or non-dividend
Jorm, is money which might have been available for expansion.
A small private clinic is unlikely 10 be able 10 expand without

substantial equity participation in the expansion, some of which

30



must come from profits. But profits are unlikely to be sufficient
alone, and the number of businesses with good growth records

which have been entirely financed from profits is relatively small.

2.5.3 OTHER IN

TERNAL SOURCES OF FUNDS.

Stricily speaking, profiis are the only source of iniernal finance.
Bur the firm may wish to consider frecing funds through the
managenient of its assels.

Trade investment or markeiable securities might be put 1o more
profitable use in the purchase of plant and machinery. For shori-
teim financial purposes, one aspect of asset management-credil
control and rapid collection of debis - can release funds which
may be tied up. Improved inventory control may work in a similar
way, fieeing current assets. These forms of assets management do
not generate funds, they merely free them, and usually on once-
Sor-all basis (although the cash-flow bencefit will coniinue). In
efject, 1o some extent, internal financial management can make

available additional internal funds. This asset management siyvle
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should be looked into very carefully in Nigerian private clinic
where a good percentage of the revenue is wsually sialked with
debrors. As time goes on help can come from relatives, friends
and acquaintances. Credit from suppliers and from banks can
also come in handy but the difficult decision of how much 1o save
and what 10 do with excess fund will always feaiwre in
management decisions. I is worth noting thar one way small
Sirms like private clinics can solve their financial problem is by

generaring maore earnings for retention.

2.5.4 PERMANENT AND LONG-TERM FINANCING.

Rerained profits are one form of new equiiy, for long periods they
may well be the only source of new equity raised [or small
clinics.  There is however, an occasion when new permanent
capital is needed, for expansion or financing of innovations; or
when for other reasons it is desirable 10 re-assess the ratio
berween equity and debt. Obraining such new permanent capital

is frequently one of the stumbling blocks in the growith and
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development of private clinics. Small clinics have particular
difficulty in the field of long-tenn finance; many of the probleins
are due to the scale of oper({a'g'qn., _:bu: nw-;j are due_ {0 ihe
difficulty in pe};suadz'ng pa!emidi;qﬁffjfﬂ.p;arfi(:ipam;v:m. pt;'.! nﬁm-:@.
Shares issue are not a major source of funds Jor small priva;f’
business: rypically the only significant issue er'shares by a privae
company are made when the company is formed and when it need
Junds jor development, expansion, or the exploitation of some
technological innovation. Long-teym debr hay traditionally been
a relatively minor source of funds for smaller businesses, this
usually shows in the balance sh.e?ef as a relatively high equity 10
debt ratio. Many owners of small firms ave not aware of long-
term debit financing; many are reluciont io use it because of what
they conyider onerous conditions. Bur long-term debr offers
possibilities for financing of such asseis as major plan and
machinery which «are becoming increasingly  prominent in
hospitals and clinics.  Hence 1o overlook long-term loan is 10

negleci a potential source of long-term funding. Some Jorm of
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security will always be required for a long-term loan, and i1 is
not uncomunon for a businessman to be expected 1o show some
personal commitment to a project, possibly by securing some of
his own assets against the bank loan. Generally speaking, in
order to obrain a long-term loan, a company must offer the lender
a reasonable prospect of good and stable earnings in the future,
and its assets must be realisable if the emerprise should fail.
There are few reliable guidelines 1o the suiall business which seek
to raive long-rerm external finance. Suggestion might fall along
the following lines.

a) Sound long-term [financial planning is essential; a potential
lender will want to know what the money is needed for (capiral
equipment, working capital, funding of bank loans eic); he will
also expect 1o see reasonable  cash-flow  forecast, markei
assexsment and audited statement for recent years.

b) Long-ierm needs should be financed from  long-tern capital
and not from short-term sources,

¢) It ix essential to know how much money is wanted.
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(d) Outside lender will rarely put money into a business in
which the owners’ present and projected finure equity
participation is considered inadequate.

e) A good profit record is a good recommendation,

) Help is unlikely 1o be provided for a sinking ship, or when
things have been left too late.

g) Leases, much bank borrowing and loans from individuals
may be treated by the lender as part of the long-term structure
of the business.

li) Good management is the main thing that long-term lenders
will back.

i) Shop around, there are more opportunities than mosi

businessmen realise.
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2.5.5 BANK CREDIT.

There is a general misconception abowt bank loans
among Nigerian enterpreneurs especially those involved in
running Private Medical Practice. This misconception is so
entrenched that they tend 1o ignore this naditional source of
shori-term funds for business. Bankers are uswally not quite sxo
hard on their smaller customers as they are frequently held 1o
be. and indeed many small businesses ove their life 1o bank
suppori ar crucial times.

It is importamt 10 appreciate that a bank is not in
business as a commercial underiaking, using money deposited
witli it on short-tenn and making profit from lending it. To
successfully obiain bank loan therefore, you must demonstiaie
10 ihe banker thar you are safe 10 deal with, which means
Lok s requires security, bt not necessarily physical securiiy:

the next is liguidity, which means that the bank can recall if it



is necessary and last, bt not the least is profitability, which
means that banks will only lend if they expect that the borrower
will be able 1o make profitable use of it and be able 10 pay the
interest without difficulty.

A bank manager will therefore wani to know about the
Listory, structure of assets and liabilities, and profit records of
a Dusiness when assessing it's eligibitiiy for a loan. It is usucl
i wsk for andited balance sheets and profit and loss accounts
Jor several years pasi; nowadays the more progressive bank
siceger will also want seme information on the expecited cash
oy of 1he business.

Security for long-term loans is usuwally requirved in form of
soree of the company’'s assets. In the case of overdrafis less
wngible securiiy miay be required and the bank manager will
Dase his assexsment on the credit worthiness and profitability of
the firm, although if these are in douln he may require a fived
or flowiing charge. Sometimes guarantees mav be required

Srom owners, divectars or owiside persons. Bank credit provides



a beuer illustration of usefulness of sound planning and
internal financial conirol.

Borrowing from a bank is always easicr if businessman
can indicate 10 the bank manager in advance that loan will be
necded; good budgets show this and also tell the bank manager
that the firm is not trying (o borrow wierely because it is in
difticulty but because of aconscious intention o grow and un
cvareness of what is involved. From the foregoing discussion.il
iy obvious that bank credit is a very convenient form of finance
Jor the firm with a good sianding «ar the bhank. Bank managers
wanil 1o Anow a greal deal about a firm; buat in anew fivm
which obviously can give very linlle evidence of profitability
and prospecis,credit-worthiness is fregiently based on the bank
mariager’s personal assessment of the applicam. The new firm
has special difficulties in providing evidence, and the firm with
relatively simall equity capital is in a particularly disadvantaged
position because banks are reluctant 1o have a bigger stake in

the firm than the owners themselves.



2.5.6 OVERDRAIT

Overdraft are relatively cheap form of finance because
intervest is paid only on the debr owstanding and not the toal
permitted overdraft. In addition, in many cases, unused
overdraft facilities represent a potential ready supply of fund
which can be used before the firm has to look for owiside
capital. The general practice is that small, yourg, rapidly
growing business rely heavily on bank credit: they rend 10 be
vather illiguid and 1o be extensive user of all otficr forms of
short and medivm-term money including hirve-puarchase and
trade credit. They are business which are linigry for funds.anay
have inadequate savings, but may impress ihe bank manager
with their porential profitability. Business which do not use
bank credit are, by contrasi, older, larger and siatic or
declining. Many aveners have objections 1o any sort of
borrowing oiwaside the business and prefer 1o finance their
development out of resources; this frequently takes much longer

aned such concerns grow slowly.



Bank borrowing s the source of funds which most
businessmen are familiar. The main guidelines associated with
ir are:

1. The bunk is likely to be the first source of which the
business will comciouﬂy look for funds.

2. Bank borrowing is best seen us short-term and the
overdraft is not for long-term capital.

3. Longer-terin borrowing from the bank may be possible, and
(s worth nying.

4. The banker will wam financial staremenis, budgets and
cash flows, the businessman should therefore go along either
with such statements already prepared or with his information
from which they can be prepared.
5. 11 is berter 1o anticipare the need for borrowing than 1o ask
in emergency.
6. If one bank will not help, another one might, and the

businessman should be prepared 1o look elsewhere.



2.5.7 TRADE CREDIT.

Many businessmen do not give this very significant source of
Jund the autention it deserves. Credit extended by businesses 1o
each other and 1o customers in the normal cause of business is
indeed a very imporiant source of funds in the economy and
especially so 1o small business. Indeed it has been said that
one can run a business without cash, bur not without credit and
debr. Trade credir works in two directions. The firm granis
credit 10 11s customers; it receives credit from ils suppliers.
Trade credit is just one further form of credit which smatl
growing firms use in their "credit hunger.” Banks are
Jrequently prepared 1o lend against account receiv- able and
sometimes indeed regard debts as better security than goods
awaiting sale. Debtors who have been covered by credii
insurance are particularly good and secure assets on which
Junds can be raised. The business should also keep close watch

on its debtors, and it may pay o induce customers, by means



of substaniial discounts, 10 pay more quickly.

Trade credit is an area in which a grear deal of money can by
saved and in which funds can be raised, it is much more
complex than any businessmen realise, and ua financial adviser
might suggest the following appreciation.

a. Decide how much credit can be given and for how long.

b. Assess customers

c. What are normal trade terms, and is it desirable 10 change
them?

. Establish a regtilar collection procedure for overdue
accounts

¢. Bad debts, although somme are inevilable, are very
expensive, because the loss is of the whole cost, not merely the
profit.

f. Consider credir insurance

g. Consider factoring

h. Credit received must also be managed, i1 is important 1o

avoid overtrading or ar the very least 10 be conscious of what
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one is doing if accounts pavable are allowed 1o accumulate.
Liguidity and solvency hand in hand.
i. The timing and amount of pavment by customers and 1o

suppliers are integral part of cash-flow forecasi.

2.5.8 OTHER SOURCES OF FUNDS.

DIRECTORS' LOANS

This is a way of borrowing from a director without giving himn
an exitra share in the equity of the firm: and this may be an
important reason for the use of this form of finance in private
companies. Such loans are temporary and the money may
merely be lent in order 1o tide the company over a difficud
period. In such instances, although the amounis may be
relatively small they are of great strategic importance and may
mean the difference benween survival and death of a firm.
Frequenitly, once lent, the money in the firm, in which case the
director usually receives interest on it, ar approximarely the

same rate as on a deposit account.
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Directors might have different motives for lending money 1o the
Jirm. Some may simply loan the money in form of loan and
hope time will come when he will be given shares in lieu,
others may use the loan as a weapon 1o gain conrrol of the
Sfirm. Whatever is the motive, directors’ loan inay be

strategically or technically very useful 10 the small business.

HIRE PURCHASE.

Hire purchase is a form of mediuin-term credit which has come
into increasing use in business in recent vears, ii is fairly
commonly used for purchase of industrial plant and especially
by small business for purchases of machinery and motor
vehicles.

Hire purchase is particufarly useful because it is one of the
ways in which a new business may become esiublished and
survive difficult initial stages of setting up and growth. As ihe
Sirm grows and as its financial strengih finproves, its needs for

such method is less, and bigger companies rarely use hire
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purchase.

Hire purchase has several advantages for small firm.  From the
borrower’s point of view it is fairly easy 1o arrange and
although this may seem illogical, many businessinen prefer 1o
borrow in this fairly routine, impersonal way than to go cap in
hand to the bank manager and have to explain or defend the
request. This does not mean that hire purchase finance
companies do not wani 10 know about a firnn's affairs , and the
Sirst transaction always involves some inquiries into credit

status, although lanter transaction mav well be rather easier.

EQUIPMENT LEASING.

Leasing have several benefit in common with hire-purchase,
Budgeting is relatively easy because commimments are known in
advance, and it is also easier in many firms to fii a leasing
rental into a depurtmental budget than it is 10 buy a new
machine. Capital is economised, working capiial is freed, and

the bank overdraft and short-term sources are lefi for normal
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operating needs. The problems of obsolence are minimised, so
are the heavy maintenance cost assoclated with the old
muachinery which may be the only practical alternaiive.  In
addition, the whole cost of leasing can be charged against tax
but, since leasing company owes the equipment, the lessee
cannot charge wear and tear allowances.

Leasing requires just as careful an assessment und decision as
does the financing of any capital outlay. Most accounting
rextbooks provide siandard calculation for the {ease-or-buy
decision, they are essentially based nowadays on similar
criteria io the discowmed cash-flow approach 1o capital
expenditire appraisal. Assuming that raies return (re the same
whether the equipment (s bought or leased, the question 1o
answer is whether the net cash flow s smaller for buving or for

leasing.



CAPITAL MARKET.

Issue of share, by private placement or through the Nigerian
Stock Exchange, provide the least expensive form of equity
Sfinance. Additional funds can also be raised in form of righis
issue where existing shareholders are given the vpportunity 1o
contribute additional fund. Other means of accessing funds
from the capital marker are from preference shares and
debentures stock issues. These are forms of debt financing and
are used where there are objections from Dusiness owners for
diluting the original share-holding of the firm. Nevertheless,
convenieni access to equity and debt finance through public
issue is nol withoutr constrainis. The strict requirement of
Nigerian Stock Exchange prevent stari-up companies from
raising funds from the exchange. Such compuanies would have
fo patronize the second-tier securities marker where the listing
requirement are less onerous. The comparable lisiing
requirement for both listed securities and second-tier securities

marker (SSM) are as follows:-



LISTED SECURITIES.
* Trading Records - 5 years
* Date of which the latest audited figures referred must not be
more than nine months.

* Not less than 25 percent or N125,000 (one hundred and
rwenty five housand naira) of the issued share capital must be
made available to the public.

T Annual quotaiion fees based on the share capital of the
company.
¥ The amount thai can be raised is limitless depending on the
borrowing power of the company.

* Companies o submit quarterly, half~yearly and annual
statemenis of accounts.

* Number of shareholders musi not be less than 500,

SECOND-TIER SECURITIES MARKET.

* Trading records - 3 years
* Date of which the latest audited figures referred must not be

more than nine monihs.



* At least 10 percent or N50,000 (fifty thousand naira) of the
equiry capital must be made available 10 the public.

* Flar annual charge of N2,000 (two thousand naira)

* Amount that can be raised muy not exceed NSmillion.

* Companies to submit half-vearly and annual siatemeni of
accounts,

* Number of shareholders must nor be less than 100,

There is however the need to reduce the cost and 1o simplify

the process of listing a company on the Siock Exchange. (12).

2.5.9 GOVERNMENT ASSISTANCE,

The Nigerian govermment has demonstrated her willingnesy 1o
assist the smalfl business in more ways than one. Various
schemes have been popular at one time or the other. The laiest
institutions added 1o earlier ones are the Peoples’ Bunk, the
Convununity Bank and the National Directorare of Employment.
The earlier institutions set specifically to help enterpreneur biy

or small are the Nigerian Industrial Development Bank
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(NIDB), Nigerian Bank for Commerce and Industries (NBCl)
and National Economic Reconstruction Fund (NERFUND) 10
mention but a few.

1. Nigerian Industrial Development Bank (NIDB)

Provide mediwm and long term finance to industrial enterprises
ascertained to make significant contribution 1o econovmic
development of Nigeria. Such financing can be in form of either
equity, or loan or both. The bank also assists ;N’;'g.erf'(.fns and
Foreign Ewerpreneurs o prepare accepiable indusirial
proposals and offer advice on managerial and rechnical aspect
of the project.

2. Nigerian Bank for Commerce And Industry .

Has the funcrion of providing equity capiral and louny 1o
indigenous businessmen. It can offer loans on medium to long-
term basis. It lays emphasis on the establishmem of :'ndu.wf:’u! :
agricultural, and service projects. The 1989 Federal Budger
also stipulated that the Nigerian Bank For Conunerce And

Industry creates a small scale industrial departments with
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muanagement capabilities 1o permit easy access to credit and
management advice to small enterpreners.

3. Directorate of Employment And Enterpreneurship Develop-
ment Program. Established in 1988 by the Federal
Government and charged with the provision of loans to voung
graduates 1o establish their own choice of business. This
programme spawned the highest number of small scale business
in Nigeria. Other Government assistance come in several
forms:

TRAINING. as organised by the Indusirial Training Fund (ITF)
or substdizing the training of the staff of participaiing
cr)n-:,;)(my.

INVESTMENT INCENTIVES: State and Local Government now
develop areas for indusirial purposes. They make the lay-out
and provide water, roads, and electricity tw the area for easy

ACCess.
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CHAPTER 3.

DATA PRESENTATION AND ANALYSIS

3.1 HISTORY

The Private Medical Practice in Northern Siates started
very early after Independence. The oldest clinic formn the
information collected was established in 1962 barley o
vears after independence. Since then however, the nuniber of
Private hospitals have grown rather slowly uniil the exodus of
Docrors from Public and Teaching Hospiral in 1985 and the
severe economic condition that follows. With the introduction
of Structural Adjustment Program (SAP) there was a general
urge for self-employment thai further boost the establishment
of Private Medical Clinics. These faciors are reflected in
Table 1. Showing seventy percent (70%) of Privare hospitals
were established from 1985 and beyond.
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TABLE 1
YEAR OF ESTABLISHMENT OF PRIVATE CLINIC AND

HOSPITALS IN THE NORTHERN STATES.

YEAR NO. OF HOSPITALS/CLINICS
ESTABLISHED
1960 - 1964 1
1965 -1969 NIL
1970 - 1974 NIL
1975 - 1979 2
1980 - 1954 5
1985 - 1989 12
1990 1994 10
TOTAL 30 o

n the early post-colonial days the doctors were jrusirated in
Public Hospital but were reluctani 10 move oul for
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private practice for many reasons, wuong which are:-

i. There was very little murker for Private Hospitals,ar
that time, this made it difficult for the Private Practitioners to
survive econoiically. This is as a result of the fiigh level of
poverry and low levels of awareness of the health services.
ii.  The Public Hospitals were well equipped and well
stocked with drugs.

iii. The value system then respecred professional like
Doctors, Lawyers and Clergvinen even if they were poor.

iv.  There was no encouragement from either the
Governnient or Financial Houses for Docrors 1o

go ino private praclice.

The oil boom in the seventies provided « conucive
armosphere for working in Nigerian Public hospitals and
clinics, however, by early 80's economic difficulties huave
started rearing their ugly heads due 10 the so called oil glut,
The first casualiies of this unforiunate developiieni ways the

social services, most especially the
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Health Services. The situation in the Public Health Secior
deteriorated to a level thar the health worker felr insecure and
began ro make demand for improved condition of service and
also lmprovement in equipment and materiols.  These
developments were not taken kindly by the then no-nonusense
Buhari - Idiagbon Military Governmenr.  The result was the
massive exodus of medical personnel inio private medical
practice in 1985/86, from both the Goverunenr General
Hospitals and University Teaching Hospiials.  Some medical
persoimnel who could not ininediately go into privaie praciice
escaped to the developed countries, made some nmonev aid
caine back ro establish private clinics. However, some never
came back. Historically therefore Private Medical Institutions
came o being as a result of pressures of different ivpes tha
pushed the praciitioners to start privare practice.  They had
no carefully thought-our plans for the financial implications
and funding of the services. This historical fact is still relevan
10 the way Private Medical Institution seek for funds ioday.
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3.2 NATURE OF BUSINESS
Private medical services covers mainly secondary heulih care
services, and barely touched on the specialist care, completely

ignoring the prinmary health care service

TABLE 2
TYPES OF PRIVATE CLINICS/HOSPITAL IN NORTHERN

STATES

TYPES OF CLINICS/HOSPITAL | NUMBER “

PRIMARY HEALTH CARE NIL ()%
CLINIC
SECONDARY GENERAL 27 84.4%

MEDICAL CLINIC/HOSPITAL

SPECIALIST 5 15.65
CLINICS/HOSPITAL
TOTAL 32 100%




The bias in favour of secondary and specialist care may not
be unconnected with the mode of training the medical
praciitioners received ar the universiry. Some of whom trained
in the developed countries were primary health care receives
very little attention. Mosr of their training is hospital based.
Furthermore, secondary care being a hospiral based practice
iy a more acceptable form of care 1o the ciry dwellers whoe use
medical service only when they are compelled by ill healih.
Lastly, the health care providers, be it Government or privare
companies place more emphasis on secondary care rarher
than "Health Education, maternal and child health, fumily
planning, Nutritional educarion, Diagnosis and ireatment of
comimon ailinenis, use of appropriate technology and esseriial
drugs list, record keeping and case reporting, effective
coitmunication and pairient referral, and promotion of mental
health” which define primary heaith care as declared by
World Health Organization during the Alma-ata declaration

Jor Health for all by the year 2000.
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The specialist care clinics/hospital are becoming fashionable,
most however, combine general medical care with their
specialist clinics which are more difficult 1o establish, not only
because it takes a long period 1o specialize, bui because the
equipment required are quite expensive and rare, furiherore
the patronage of such clinics are usually not adequaie to
sustain their exisrence.

Their charges are most of the time excessive making thei
more unpopular. They accouni for about fifteen (15 ) percent

of private clinics/hospital in this study.

3.3 SOURCE OF REVENLUE.

Services by private clinics/hospital are rendered for cash or
on credir 1o retainer who could be companies or families. The
main component of the revenue include Regisiration Fees,
consultation  Fees, cost  of Drugs and Laboratory
investigations, also fees for Nursing service and bed space
provided. Cash payment are made in most cases on arrival i
Jorm of deposit or registration fee and
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consultation fee. Orher payment are made by the putient oi
his way out when he pays for his drugs and laboraiory
investigations in case of out-patients or patient may baliice
their cost of stay in the hospital after admission. A good
number of clinicsthospitals ask for a substaniial anownt as
deposit on arrival in order to take care of paiients thai
abscond when thev get better. This imode of pavinent provide
ready cash  for the clinic and mav  consciously  or
unconsciously atirract some discount when vou compare with
the charges meant for credit cliemt. Credit client usually
attend the clinic with some form of authoriny 10 enjov medical
services Dy the sponsor in case of companies ar by other
Jorms of introduction in case of family facilities. Charges for
this parients are usually recorded and seni to ihe conmpuany or
the sponsor concerned ar an agreed interval of timne, usually
nmionthly, Charges for this ivpe of arvangenient are tisually
higher than the cash payment. This is 1o take care of tine
value for money. But due to the fact that the margins are
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arbitrary sonte rerainers tend to pay more than a reasonable
margin. Especially retainers thar are known 1o be uble 1o pay,
either individual or company. This mode of charges can cover
Sfor the cases that come 1o clinics withowt means of puving for
treatient. It may create problems between the hospital and
the retainer and in most cases the retainer may use this
charging procedure ro delay paymeni as long as is convenient
(0 do so. Most clinics in this study are of the opition thi
clinics need retainer 1o survive. More than sixty (60%.)
percent of clinics in this study have over fifiv (50%) percent
of their revenue as credit sales. When the debiors finally pay,
they pav in bulk and the monev may come in handy for
executing somne meaningful projects. Since most private clinic
avoid banks, so they have no inieresi charges against itheir
incomes. Those thar use bank, can easily get ruined by
debtors ' long delay in senling bills. This is unforiunaiely very
common because mmost firm consider medical bills last when

settling their liabilities.
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Practice by some unscrupulous clinic owners in comnivance
with some managers in a debior companies has helped nake
marrers more difficult. Settlemenis and kick-hack  furure
prominently in the process of collecting revenues form debror
companies by private medical clinics. Thanks 1o the guild of
Medical Direcrors, a body our to specifically fight this
unfortunate development. There is hardly any otlier source of
revenue (o privaie clinic ourside these iraditional source. Few
innovarions like hiring ambulances and nuiiuary space are noi
quite popular in the Northern state. From the intorination
collected only nwo clinic our of thirty five had no credir sales.
All others have at least nweniy five percent of their revenue ds

credit sales.

3.4 OWNERSHIP STRUCTURE

The information collected has shown clearly thai  the
ownership structure of private medical institution are stitl pre-
dominanily sole proprietorship. Even when the business

is registered as a private limited {iability company, the
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ownership is still single handed or at best a family uffairs.
There are however few cases of parinership and geniune
limited liabity companies. It is note worthy thar of all private
clinics and hospital that responded 10 the questiontiaire except
o were owned by doctors. One by a docror and businessinen
as partners and the other solely owned by a businessian,
While all the limited liability companies were owned by
doctors. Majoriny of clinic owner are sarisfied with ihe sole
proprietorship structure and have no plans of changing 1o any
other form of structure. Some however, want 1o nove from
sole ovenership 1o partnership or linited liabiliny company i.e
(o involve nmore investors. All respondents are of the opinion
that, for the privare medical clinics 1o adequately cater for
their new responsibility of providing primary, secondiry and
rertiary health care services, there is need for additional
funding in equipment and infrastructure. This amowunt of
money, it was agreed that it can not be raised by individuals
or sinall group of friends. So there is need for a niore
Jormidable source of finance.
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TABLE 3

OWNERSHIP STRUCTURE OF PRIVATE CLINICS IN
THE NORTHERN STATES.,
TYPE OF No | % CLINIC THAT | % RE
STRUCTURE WANTS TO MA
CHANGE RK
OWNERSHIP
STRUCTURE
Sole-proprietor 19 | 59% 6 31%
ship
Parmership 8 | 25% 3 37.5%
Limited Liability |5 | 15% / 20%
Companies.
TOTAL 32 | 10 10
%

All Limited Liability Companies are 100% familv-owned.
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3.5 SOURCE OF FINANCE.

Ay is common with the small scale businesses, nost
respondents used personal savings as their nain start up
capital. There are however two respondenis(5.5 %) that used
bank loan as the sole start up capital, others gave their
sources as combinations of gift from their families, interest
Jree loan and personal savings. Only one clinic used equity
share of a private limited liabilirv company as a start up
capital. The funds referred 1o as personal saving mayv not
necessarifyv be money depositred in the bank, but all that iy in
the possession of the emerpreneur when he decided 10 star
private clinics. These possessions may include cash, inherited
properiy like buildings or plots and personal relarionship of
the enterpreneur with his potential clients.  However, the
relationship with the Community cannot be quantified in
monetary terms. Funds for running clinics are commonly
obtained from the revenue collecred by the clinics during the
previous month’s activities. Credit  purchase  and  bank
overdraft, and short 1erm loans are frequenily used. (Tabled)
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TABLE 4

SOURCE OF FUND FOR PRIVATE MEDICAL CLINIC IN

THE NORTHERN STATES.
SOURCE INITIAL- | WORKIN.  CAPITAL.FOR
CAPITAL. | CAPITAL. | EXPANTION.
Personal Savings | 22
Bank Loans 8 13 4
Gifts 4 J
Equiry Shares 5 {
luterest Free 8 i
Loans
Credit Purchase 14
Revenue 30
Retained Earnings 28

Others
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Two clinics(5.5%) want 1o remain small and are therefore not
looking for anv funds for expansion. Manv more share the
same view without voicing it our. However, they have
problem in concluding whether such decision is the best 10
take. Staying simall is not the same as remaining stagnant.
Soime funds are therefore require to implement innovation
which &y conunon  with  companies il remain simall.
Expansion is mainly financed by retained earnings witd loans
from comunercial banks, or somne other combinations.

Few respondents use the banks for expansion i.e. for long-
term toan. Most consider banks as hostile 10 their demand
and ignorant of their kind of business and therefore only help
them when the enterpreneur has some direct {"Connection”)
relation to the Bank Management or Bank Direciors. When
you have no sirong relation 1o the banks, the banks give
unnecessary emphasis to collateral. Little auention is given
io Managerial competence or evidence of past performance.

(Table 3)
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TABLE 5
THE MOST CRUCIAL REQUIREMENT BY THE BANK

BEFORE GRANTING LOANS, RESPONDENTS OPINIONS.

REQUIREMENTS - NUMBER | %
Value of Collateral 19 53%
Managerial Competence 3 8%
"Connection " 10 28%
Evidence of P.P 4 1%
TOTAL 36 100%

Orther factors that deter respondents from paironizing banks

are the high interest rate and cumbersomme procedure.

REASONS FOR AVOIDING COMMERCIAL BANKS

1. Bank interest rate too high
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2 Bankers are unhelpful ro small enterpreneurs and
corrupt.

J. Unstable economy

4. Bureaucracy

5. The financial statement and financial forecast  ngarad

by the Bank to accompany request for loan are not easv 1o
come by for privaie clinics.

Almost all respondents are aware of the fact thar Goveriment
has ser up some special financial institution ro help financing
small scale business. Thev are however reluciani to use ther
Jor various reasons, among which are cronbersone procedures

and "Unethical " demand by the Operarors of the Scheie.

REASONS FOR AVOIDING SPECIALIZED BANKS. IN

ORDER OF IMPORTANCE.

2 The operators think they do not need services.
2. High interest rates
3. Operators are not aware they can help privare clinics

Bureaucracy and stringent securiry requirement.
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5. The economy is unstable which make loans very risky
6. The banks do not have adequate understanding of the
private clinic financial requirements.

Despite all these borrowing obsracles, few private clinics use
banks, wmostly as overdrafi facilicy or shori-term self

liqguidating loans.

3.6 CONTRIBUTION OF PRIVATE MEDICAL PRACTICE
The Press and Government of Nigeria hardly see or report
any pasitive contribution of the privare medical practice. This
is clear in their repores and seminar papers where thev only
emphasis on the negarive virtue of the sub-secror.

It is pertinent to note that the privare medical pracritioners
and the various Govermmnents il pariners in progress i
delivering health care to the Nigerian population. Privaie
medical clinics are numerous compared with the Public
hospital and therefore are scairered all over the cities, lience
they bring medical services closer to the people. (Tuble 6)
The services of Private Hospitals are customized. Opening
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hours and facilities provided gives the patient a chowe of

where and how to obtain medical help. Private clinics provide

alternative source of modern orthodox medical service.

Patients enjoy shortened appointment and also have an avenue

Jor second opinion.

TABLE 6

COMPARISON OF PUBLIC HOSPITAL AND PRIVATE

HOSPITALS IN SOME SELECTED CITIES IN NORTHERN

STATES, IN TERMS OF NUMBERS.

CITIES NO. OF HOSPITALS/CLINICS
PUBLIC PRIVATE
KANO 7 73
KADUNA 5 86
MAIDUGURI 3 o

The private medical clinics also provide emplovment 1o

Nigerians, especially Nurses and semi-skilled workers like
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Ward Antendants, General Cleaners eirc. Doctors find in

private practice not only employment but an avenue for self-
actualization as owner-managers of their own hospitals or
clinics. It also provide alternative to those that will otherwise
go abroad in search for greener posture. Private medical
practice may in most cases improve the standard of living of
health care workers, by providing better remuneration and
other facilities. With the present economic condition of the
country, the private medical practice provides an avenue for
competitive health care service to the benefit of the parients
who can now choose from the different clinics available. The
eminent competion has guided the Private Medical Practitio-
ners 10 come under one wmnbrella and 1ry 1o standardize the
fees charged by private medical services in order to build an
image for themselves, as oppose the previous situarion when
hospital owners could charge fees as they please. Privare
Medical Practice also provide an investmemn opportuniiy for
invesiors and enrerpreneur 1o the health sub-sector with a

marker as large as the population of the Nation.
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3.6 FINANCIAL PROBLEMS OF PRIVATE CLINICS
Like other businesses with ownership structures, size,
number of employee and capital our-lay similar 1o Privare
Medical Practice of roday, the financial problen: is nor un-
connected with the general managerial problen.  Most
managers are deficient in economics and nanagenient skills.
In most instances they are forced 1o start privare clinic by
reasons other rhan its viability as a business. These voung
brilliant Doctors, as most of them are, came ro appreciate
Sinancial problem well afier they are staried operations with
their little savings. They soon found oui they need a lot more
than their savings to purge ahead. They now need funds bui
have no idea as to how to get abour approaching banky or
other financial institurions. When they finally get 1o a bank,
they are ill-prepared for the questions that are obvious from
the bank manager. Like How much do you wani, how do vou
intend to pay, what securities can you offer and most of all,
the financial statement of the business and cash flow forecast

in the next 1wo or three vears. By the time they go ithrough
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this, they have become frustrated and easily conclude they
don't need the bank. They are therefore left with \whatever
Sunds available to them. They see collaieral as the most initial
requirement by the banks in order to advance loans. (58%).
While others (28%) think you need some sort of connection
with the bank manager or other top ranking officers or
directors 1o be able 1o obrain loans from banks. Sotre, (about
8%) have discovered that good managerial skills or evidence
of past performance in terms of financial statemient could earn
thew financial support from the banks. Oiher reasons jor
advanced financial difficulties include poor uderstanding of
the peculiarities of their type of business by financial
institutions, lack of Government incentives in ierms of special
concessionaire lending rates. Companv/Peoples’ reluctance
rowards paving medical bills also contribute 10 the financial
difficulties of privare medical clinics. Specialized financial
institurions set by Government 1o see 1o small scale finaucial
problems do not fnclude privaie medical praciice as part of
their domain, or at least so does over seventy (70%) perceni

of respondenis claimed.
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CHAPTER 4

SUMMARY, CONCLUSIQONS AND

RECOMMENDATIONS
4.1 SUMMARY

Owners of privare medical clinics in the Northern Siates
are predominanily doctors who prefer 10 operate sole
proprietorship business. There are few partnership and even
Sewer private limited companies. Most of the pariners are
either close friends or members of a family.

This potternn of ownerstip is predominent today as i was
three decades ago. It has therefore affected the growil of the
private medical sub-secior in rerms of size and complexity,
and has encouraged the establisfunent of munerous clinics.
Some of these clinics are inadequately patronized, while
others see imore patients than (s reasonable. e.g. in a town
where hospital with two doctors and compliments of other
staff claim that they see only an average of three patienis a
week another clinic with eithgli doctor. and supporting sraff

see up 1o one thousand five hundred patienty « week. This
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situarion also explains the managemeni difficulties ofprivate
clinics, especially financial managemen:. Their sources of
Jinance are limited 1o personal savings, retained eariings,
bank overdraft or short-term loan. Very few privaie clinics
have used the banks for any major expansion, and rione in the
Northern states has made it 10 the stock exchange, even if it
were the second-tier market caregory. Financial instiation
created by the Government 1o help smuall business like the
Nigerian Bank For Conunerce and Indusiries and Nigerian
Economic Reconstruction Fund have iowally neglecred the
private clinics. Most clinic ovner deliberaiely avoid using
thent, and others clainn ignorance of their existence. There is
a general consensus on the need for more aggressive
financing approach for private clinics. This should be i forn
of group practice among doctors and other fealth
professionals. This is expected 1o pool both financial and
human resources together in order 1o stablish hospitals and
clinics for the future, where all professionals will benefir
from the fruit of their labour, and the communiry will enjoy
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qualirative medical service at a reasonable cost.

The Government, due to its early prejudice on the motives of
private medical practice have deliberately ignored this secror.
No special mention of private medical practice in Nigerian
Enterprises Promotion Decree, 1977 which becwne the
Indigenisation Act of 1979 (1),

Finally, o lot can be done 1o imprave the funding of privare

medical care in the Northern 1ates.

4.2 CONCLUSION

We luve establish the prinvitive osenership structure currenily
practiced by private medical clinic owners. We liave also seen
the extent ro which these clinics™ owners are opposed to
change in ihe ownership struciture. There is no doubt
.howerer, the current ownership structure can not suppori Hre
currenmi trend of developmem in privaie medical praciices
where expensive state of the art equipment, and the
availabiliry of specialist in various field is svnonymous with
good medical services. Furthermore, other heulilt workers,

78



are re-evaluaring the wisdom of working for dociors raiher
than setting-up their own units ad professional entity. The
pharmacist for example will rather open his pharmaceutical
chemist than work in a private hospital (only 2 out of the 36
respondents have pharmacist in their employment). The
laboratory scientists are also on their own aid soon nurses
will establish independent Nursing homes. This is not a
healthy development in health care delivery. Thus, the
professional should see theinselves as partners in progress. In
other words, there should be a deliberaie policy 10 jorge the
medical professionalys into wiits before they can be registered
10 operate as Privare Clinics or Hospirals.

There is an increased demand for a reliable and qualitative
Private Medical Service due to the deterioration of the public
and reaching hospirals in the country. To satisfy

these demand, futire Private Medical Clinics must have a
proper managemen! struciure thar will aflow medical
professionals to practice their trade free from adiministraiive
burden. The funding of the hospitals or clinics should not be
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limited 1o sole proprietorship bur a balance financial mix to

adequately support innovation and expansions of the praclice.

4.3 RECOMMENDATION

No govennmnent in the World 1oday can completely proyvide
“free” medical care for its teeming population. Ir iy therefore
mandarory of the Nigerian Narional Healilt Policy 1o include
Private Medical Service as a inajor componeni of its National
Health Policy and Plan.

The policy nmust  encourage the establixiument  of well
throughout und funded private medical service that can
provide decent service 1o the connnunity. Privare medical
clinics and hospiral must be seen 1o have full complimem of
various professionals required for a basic clinic or hospiial 1o
Sunction. Private Practitioners should be encouraged io go
into primary Health Care Service in addition 1o the areas they
already cover.Governmenr  should direct  the  existing
specialized financial istitutions such as Nigerian Bank for
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Conunerce and Industry to give some aiiention to financing
of private medical services. The interest rutes 10 be charged
on loans 1o the health care services should be us low as the
other raies on prioriry sectors. The banks should also be
compelled to perform one of their prinary funciions of
advising rheir clients witll respect to the judicious uses of
Sitnieds borrowed.

Docrors shouwld be taught some management and Jriuciol
instructions as well as have some insight into econontic
theories early in their training in order to mmodify their aitritide
rowards ownership of business. They should be made 1o
appreciate that they can lead a more fulfilling life as doctors
if they worry less abour hospital ownership and also leave
hospital management to the professional managers. While they
concentrate on clinical work. Doctors thar want 1o nunage
hospitals should give-up clinical work and acquire relevani
skills in management, thus function as full-1ime managers.
Enterprenuers should not shy away froin funding privaie
medical practice. They should however appreciate the special
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auricacies in private Healih Care Services. There is « need io
study wmore closely ways of making Private Practice more
profitable as « business. The press and 1he General Public
should be educated about the cost of providing Private Healtl)
Care. This should go along way in changing the attitude of
individuals and corporate bodies in paying for Health Services
rendered, Banks should organize seminars or establish o
Sorum where enterprenuers and professionals in medical
services can interact and see how they can cone togetlier o
establish « business. This forum will also serve as « channel
Jor bank 1o make their requirement for pariicipation in

Sfinancing Private Medical Services known.

4.4 RECOMMENDATIONS FOR FURTHER STUDY

The problems of Private Medical Care in the Northern Siares
are enormous based on the commplaiin eclived by both ihe
providers and the clients of this crucial and importait service,
This project on funding of Private Medical Practice in Urban
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Areas of the Northern Stares is by no means exhaustive.
There is need for further look into some of the issues raised
by this project in detail e.g. -

1) Why are enterpreneurs shving away from venuring into
Privare Medical Clinic leaving doctors 1o accounti for over
Y% of clinic owners?

2) Can Privare Medical clinics generate revenue other than
Srom patients fees?

3) Why are the Private Clinics not interested in providing
purely primary Health Care services in the Urban Areas?
eAC;

Assessment of the whole subsector in termis of ity profitability

ix also essential.
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MASTERS OF BUSINESS ADMINISTRATION
{MBA)

AHMADU BELLO UNIVERSITY, INSTITUTE OF

ADMINISTRATION, KONGO CAMPUS, ZARTA

RESEARCH PROJECT QUESTIONAIRE ON CURRENT PRACTICE OF
FINANCING PRIVATE MEDICAL CLINIC IN URBAN CENTRES IN
- -NORTHERN-STATES

8ir,

I would be very grateful if you could supply the information
needed below by filling the blank spaces or ticking the
appropriate boxes which apply. I sincerely assure you that
all the information collected will be used strictly for

academic purposes and therefore will be kept strictly
confidential.

A. GENERAL INFORMATION

L., YEAR OF ESTABLISHMENTS wowein sinimensanednnenas

U B B R I

2. TYPE OF CLINICS

PRIMARY HEALTH CARE CLINIC [ ————— ]
GENERAL SECONDRY MEDICAL CARE CLINIC [ ————— ]
SPECIALIST CLINIC. (Please Specify The = = f-——-
Speclality)liceaissnnnsans esae B N [ _____ ]

3. AVERAGE BED SPACE

LESS THAN TEN BEDS

10 -20B8BD e ]
21 - 30 " B

______ ]
31 - 40 " = ]
41 - 50 ™ B

51 AND ABOVE BEDS

4. BED OCCUPANCY RATE

BELOW 202  peee—~

217 - 407




41% - 602 [;_uhj
61%Z AND ABOVE [—--—]
5. AVERAGE OUT-PATIENY ATTENDANCE PER WEEK: ... vevvenenn

6. STAFF DISTRIBUTION

e DOCTORS: T T T T T e T e
PHARMACISTS B T T R
NURSES S bt e ettt
LABORATORY TECHNOLOGISTS/SCIENTIST....;..........

OTHERS (SPECIFY)

7. CLINIC BUILDING IS

HIRED

OWNED

B. TYPE OF OWNERSHIP

8. SOLE PROPRIETORSHIP [————]
Under Remark Column Write P If the Partner Participate
in running the clinic.

9. PARTNERSHIP

| PARTNER | PROFESSION 7 HOLDING REMARK

P= PARTICIPATE IN RUNNING OF THE CLINIC,

[




. Arar catns g e — [ —

-3 -

10. PRIVATE LIMITED LIABILITY COMPANY : [——--]
MAJOR CONTRIBUTORS PROPORTION CONTRIBUTED IN %
FAMILY
FRIENDS
OTHERS

11. ANY PLAN FOR CHANGING THE PRESENT OWNERSHIP STRUCTURE
OF THE CLINIC? YES/NO

12. IF YOUR ANSWER TO QUESTION 11 IS "YES" TO WHAT STRUCTURE?

WHAT WAS YOUR SOURCE OF INTIAL CAPITAL?

~ s

13. PERSONAL SAVINGS e ]

14. CONTRIBUTION FROM FRIENDS AS
GIFT [———] INTEREST FREE LOAN [-——]

INTEREST IN THE BUSINESS [fﬁ-]

15, CONTRIBUTION FROM FAMILY AS

GIFT p—- INTEREST FREE LOAN —=
[ ] ]

INTEREST IN THE BUSINESS ~---]
I

IG.JOTHERS (PLEASE SPECIFY) ——

SOURCE OF OPERATING CAPITAL

17. PURCHASE OF MATERIALS ON CREDIT [w—-—]

18. REVENUE FROM PRIVATE PATIENTS [4~—] COMPANY PATIENTS [—--]

1¢  WHAT PERCENTAGE OF YOUR REVENUE IS ON CREDIT

BASIS?OI....lol..l.l....l.... ----- mE e ruasman

20. BANKS

OVERDRAFT ~—— SHORT-TERM LOAN.g=——— MEDIUM-TERM LOAN y—~—
L] C_] ]




21,

IF YOU DO NOT USE BANK FACILITIES, BRIEFLY STATE YQUR

..................

REASONSmemm——m= ==

22.

23.

WHAT, IN YOUR OPINION, IS THE MOST CRUCIAL REQUIREMENT
BY THE BANK?

VALUE OF YOUR COLLATERALS [———-

MANAGERIAL COMPETENCE

"CONNECTIONS" IN THE BANK [---]
FUNDS FROM OTHER SQURCES (SPECIFY E.G., FUNDS FROM SOME

(]

EVIDENCE OF PAST PERFORMANCE

OF YOUR OTHER BUSINESSES)

SOURCE OF FUNDS FOR FINANCING EXPANSIONS
24. RETAINED EARNINGS [-—-3
25, LOAN FROM INSURANCE -
]
26. LOAN FROM FRIENDS ——--]
27. LOAN FROM FAMILY ——
]
28. CALL FOR MORE FUNDS FROM SHAREHOLDERS [———]
29, SALE OF SHARE TO NEW INVESTORS [-—"]
30, OTHERE PLEASE SPECIFY....veversvvnnssvenes
ARE YOU AWARE OF THE FOLLOWING SPECTALISED FINANCE INSTITUTIONS?
31. NIGERIAN BANK FOR COMMERCE AND INDUSTRIES . YES/NO
32. SMALL SCALE INDUSTRIAL CREDIT SCHEME. YES/NO
33. NATIONAL ECONOMIC RECONSTRUCTION FUND YES/NO
34, NATIONAL DIRECTORATE FOR EMPLOYMENT (N.D.E.) YES/NCG

R




w 8
35. PEOPLES' BANKS YES/NO

36. COMMUNITY BANK YES/NO

37. HAVE YOU EVER USED ANY OF THE SPECIALISED FINANCIAL
INSTITUTIONS LISTED ABOVE  YES/NO

38. IF YOUR ANSWER TO QUESTION 34 ABOVE 1S "YES" STATE

WHICH ONES,

AND BRTIEFLY STATE YOUR DIFFLCULTIES.

39. IF YOUR ANSWER TO QUESTION 34-1S "NO" BRIEFLY STATE

YOUR REASONS




MASTERS OF BUSTNESS ADMINISTRATION -
(4BA)

AHMADIE RFEL UNIVERSITY, INSTITUTE OF

AUMINISTRATION, FORGD CAMPUS, ZARIA,

HESEARCH PROJECT QUESTIONALIRE ON CURRENT PRACTICE OF
FINANCING PRIVATE MEDICAL CLINIC 10 URBAN CENTRES INW
NORTHERN STATES.

(.

Siv,

I would be very grateful {f vou could supply the information
needed below by (illing the blank spaces for ticking the

apprppriate boxes which apply.

all

the information collected will be used strictly for

acadenic purposes and therefore will be kept strictly

o

ldential.

DISPURSEMENT TO PRLVATE CLINICS.

How muany request did vou receive from Private Medical
Clinie for all types eof {unding in the last 3 venrs?

’,
-
————— B B 8 i o . s

how many of the reynests ont ol those above wers ahie
to fulfil your requirement’

e e = e —— - ——

What are the reason the fallure of the rest?

a) Lack of valuable coliaterals, 7

1 sincerely assure you that

b) The enterprenver fs noi alegneately known to the bank

manager.

c) The firm has no adequate financlal records, Lf’/'

d) Poor feasibility repor:. |-

e) Others (Please Specifv)
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4. Does your bank consider Private Medical Practice a viable
Venture?

YES (e

Please plve reason for your answer.
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5. s you have any speclal program for fundlng Private Medi, !
ractice?

YES/NO



