Health insurance for the rural poor ?

For most people living in developing countries “hedth insurance” is an unknown word. It is
generdly assumed that, with the exception of the upper classes, people cannot afford such
type of socid protection. This is a pity as aso poor people demand protection against the
financid consequences of illnesses. For most people living in poor developing countries
illness ill represents a permanent threat to ther income earning cepacity. Beside the direct
costs for treatment and drugs, indirect costs for the missng labor force of the ill and the
occupying person have to be shouldered by the household.

Hedth insurance schemes are an increasingly recognized factor as a tool to finance hedth
care provison in low income countries. Given the high latent demand from people for hedth
care sarvices of a good qudity and the extreme under-utilization of hedth services in severd
countries, it has been argued that socid hedth insurance may improve the access to hedth
care of acceptable quality. Whereas dternaive forms of hedth care financing and codt-
recovery drategies like user fees have been heavily criticized, the option of insurance seems
to be a promisng dternative as it is a posshility to pool risk trandferring, unforeseeable
hedth care cods to fixed premiums. Recently, mainly in Sub-Ssharan Africa but dso in a
vaiety of other countries, non-profit, mutud, community-based hedth insurance schemes
have emerged. These schemes are characterized by an ethic of mutud ad, solidarity and the
collective pooling of hedth risks. In severd countries these schemes operate in conjunction
with hedlth care providers, mainly hospitasin the area

Againg this background the Center for Development Research (ZEF-Bonn) andyses within
his research program on socia security systems in rural aress the progpects and limitations of
innovative hedth insurance schemes. In close collaboration with nationd research indtitutes
empiricd studies are currently being carried out in Ethiopia, China, Ghana, India, Senegd and
Tanzania. The am of these projects is to edimate demand for hedth care and hedth
insurance, quantify economic and socid impects, as wel as identifying factors of success and
falure. The gsudies focus on rurd areas because here the need for insurance is especidly, but
private insurance markets do not exis and public measures often fall to reach ther target

population.



Recent study in Senegal finds positive effects

That even the rurd poor can insure themsdves agang the risk of illness was shown by a
recent sudy, which was caried out in Senegd. In the region of Thiés in rurd Senegd
community based hedth insurance schemes, based on traditiond forms of mutud assstance,
have been devedoped in the last ten years. These “mutueles de santés’ (mutud hedth
insurance schemes) have around 500 members on average and are deeply routed in the local
stting. The idea of the mutudles is smple: low cost expenditures are covered by the family,
however in case of hospitdization the mutuals cover the costs. To do so, the community-
based hedth insurance schemes have edtablished a contract with the church run hospitd S
Jeen de Dieu in Thies. This grants members of mutudles subgtantiadly reduced fees for
specific treatment and services.

In May 2000 ZEF and the Inditute for Hedth and Development in Dakar conducted a
household survey to edtimate the impact of the mutudles on hedth care demand, costs and
hedth outcomes. Roughly 350 households in four sdected communities were interviewed, of
which 60% were members and 40% non-membears of a mutudles In light of the limited
savices provided — only hospitdisation, no primary hedth care — and the low financid
cgpacities of the mutudles, ther impact is surprisngly impressve. Members of a mutua have
better access to hedth care than non-members and benefit in other ways too. Members can
join the hospitd more often than non-members in case of a serious illness and they pay only
haf of the amount which non-members have to pay. Furthermore, during interviews members
sressed that joining a mutud has led to a reduction in their worries. In case of serious illness
they are no longer dependent on assstance from their socid network, or money from the loca
money-lender. Another important result of the study is that the poorest of the poor do not
paticipae in the mutuds. They lack the financid resources to pay regular membership

contributions.
Determinants of viable health insurance

Smilar dudies on the effect of community risk sharing in hedth care in Rwanda, India and
Thaland have been underteken by different research ingtitutes. These dudies as wel as the
Senegal case have been sdected as part of the work of the Commisson on Macroeconomics
and Hedth of the World Hedth Organistion. This commisson examines the interrdations
among invesment in hedth, economic growth, and poverty reduction. All the dudies ae
based on household surveys on the effect of community financing schemes (CF shemes) and
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have used the same methodology for data anadlysis. The following points summarize important
findings of the different studies with repect to the design of the schemes

1. Flexibility in paying procedure

In Rwanda the households who could not afford to pay the premium in one bit, were alowed
to pay in ingdlments to a tontine before joining a pre-payment scheme. In addition, church
based groups collected fees for the indigent, disabled, orphans etic. The paying of
contributions by charitable organizations has aso be reported in the Senegd study, which has
given otherwise excluded people the chance to participate in the mutuas. Some mutud even
dart collective activities from which they use some of the earnings to pay membership fees.
Another example for a possble source of financing is organizing a tombola or lottery. In
concluson there are vaious posshiliies to adgpt paying procedures to the locd leve
requirements. In this context, the role of the date dso needs to be explored eg. the
possibilities for demand targeted subsidies

2. Experience in social protection and community participation

Community financing schemes (CF schemes) ae often st up by voluntary, nonprofit-
oriented organizations. These organizations act as an insurance broker between the interest of
a hedth care provider and the expectations and needs of their members. To ded with these
ambiguities is of mgor importance and requires trained persond. In this context it must be
dressed that the adminidrative procedure for handling cdams should be as smple and
transparent as possble. The SEWA example but adso other experiences (eg. Grameen Bank
in Bangladesh) shows that mutua insurance schemes are likely to perform better, when they
ae linked to an organization which dready has experience in the fidd of financd services

and socid protection.

Community participation matters, when it comes to the control of mora hazard behavior and
cods. The results of the studies in the four countries sugges, that the degree of community
participation in the desgn and running of the CF schemes can vary widdy and is usudly
greater if funds are owned and managed by the members themsdves than if schemes are run
by hedth fadlities If members can identify themsdves with “their” schemes because they
control the funds and have decisonrmaking power, they will tend less to unnecessary use of

hedlth care services.



3. Existence of a viable health care provider

The success or falure of hedth insurance schemes is largely dependent an the existence of a
viable hedth care providers, eg. to the hospital tha offers services to the insured. Decisons
taken by the hedth care provider have an impact on mobilizing demand for CF schemes as
well as on the financid badance of the scheme. The Senegalese case study was enlightening in
that respect: From the beginning of the mutud hedth organizetion movement, it has been
supported by the hospital St. Jean de Dieu. The adminigration of the hospital had recognized
that their ultimate target goup — the poor — couldn’t pay their fees, but it was aso not possble
for the hospital to dlow for a genera exception of fees for the poor. The creation of mutua
hedth organization dlowed to directly target their clientde in a cost effective manner. Beside
the financid support which the hospitd gives to the mutuds an equd important point is the
well recognized qudity of care. The deivery of services with high qudity is a very important
point for mobilizing demand in the mid to long run. In some setings it will even not be
possble to st up a viable insurance scheme and mobilize demand before qudity of care is not
improved, because if people fed that they will get no “vaue for money” a the hospitds or
hedlth pogts, they would be unwilling to pay premiums.

4. Community and household characteristics

The demand for hedth insurance is a crucid factor if the benefits expected from community
financing schemes are to be redized. The demand of households for hedth insurance depends
not only on the quality of care offered by the hedth care provider, on the premium and benefit
package, but aso on socio-economic and culturd characterigics of households and
communities. Widespread absolute poverty among potentid members can be a serious
obstacle to the implementation of insurance. This argument was frequently put forward from
non-members in Senegd. If people are druggling for surviva every day, they are less willing
to pay insurance premiums in advance in order to use sarvices a a later point in time. Socid
excluson may perdst even if bariers to access are reduced for part of the populaion, and
exemption mechanisms for the poorest or diding scaes for premiums that might be a remedy
ae not essy to implement. After or before the introduction of hedth insurance rising
incomes, that may be brought about by development projects, can be necessary to attract
members and redize the potentid benefits of CF. SEWA’s activities in this direction are a
good example.



The prevailing concepts of illness and risk are relevant to the decison of households whether
to purchase hedth insurance or not. If people see illness as a somewhat random event that can
hit anyone, they are surdy more willing to purchase insurance than if they percave it as
punishment for misbehavior by magic powers. Culturd habits in deding with the risk of
illness can influence the demand for insurance. In Senegd this has been frequently reported as
one obgtacle to buy hedth insurance as people were used to put money aside for unpredictable
events like marriages and funerds, but they believed tha saving money for eventud hedth
care costs meant “wishing onesdlf the disease”. If solidarity is strong, people will not worry so
much if the benefits of the premiums they paid will accrue to themselves or other community
members. For example, members of the Fandene scheme in Scheme expressed the opinion
that if they would not need hedth care themsdves, a least they had done something good for
the community by contributing to the insurance fund. The degree of solidarity and mutud
trust is probably higher in homogeneous, close-knit communities than in scattered and diverse
popul ations comprising people of different ethnic origin, religion and culture,

Conclusions

For dl to long, socid security and risk management has been regarded from the supply sde
neglecting to a large extent what inditutions innovations and the variety of different actors in
providing and financing services at the locd leve. Recently, the interest has shifted to the
demand sde and inditutions like CF scheme gain importance, which help otherwise excluded
people to better ded with day to day risks. Preliminary research sugges, that hedth insurance
for the poor are under certain conditions feasble. More important, they can have a postive
effect on the economic and socid dtuation of ther members. Besdes the sporead of the
financid risk of illness and better access to hedth care, indirect effects of hedth insurance can
materidise such as better hedth outcomes and an increase in labor productivity. To what
extent hedth insurance, or rather lack thereof, affects people's willingness to undertake risky,
but potentidly profitable investments needs to be further investigated. A successful incluson
of the poorest of the poor is, however, not an automatic outcome of community Structures.
Community involvement can be exdudonay as wdl as indusonary. This suggests tha
certan community characterisics as well as scheme desgn and implementation festures are
important determinants to achieve pro-poor targeting outcome. These determinants and the
direct causdity is not wel explored with regards to hedth financing and further investigation
is waranted. In paticular, the role of externa financia support (such as government

subsdies, donor funding, re-insurance needs ) in encouraging socid incluson needs to be
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further explored. In this context, one should be aware that CF schemes can not be the sole
solution to manage hedth risks but represent an important dement. Further research is
needed, how these schemes can be scaded up and replicated as well as how to link them to
socid risk management and instruments, eg. socid funds to broaden the risk pool and
increasing coverage rates.
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