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Abstract

Fuelled by large scale investments in infrastructure, construction, and the
forging of tighter links between agriculture and manufacturing, Ethiopia has
recorded economic growth of about 10 percent per annum in the last ten
years. Strong economic growth combined with relatively prudent economic
management and greater ability at managing weather-related shocks have con-
tributed to changing the image of a country known for “famines” to an ex-
ample of a “developmental state”. Throughout this period, the government
has continued to develop and implement policies and strategies to enhance
social protection. These interventions include, but are not limited to, a Dis-
aster Risk Management strategy, Social Insurance (Pension) Program, Food
Security Programs, particularly the extension of the Productive Safety Net
Program (PSNP), a National Nutrition Program, Health Insurance schemes,
in particular, a Community Based Health Insurance (CBHI) scheme for rural
areas.

Despite strong economic growth and a wide range of social protection
schemes, rural households remain vulnerable to shocks both at the individual
and the aggregate level. Recognizing the interplay between different shocks
whereby exposure to, for example, health shocks increases vulnerability to
weather and climate related shocks, a recent trend in the country’s social pro-
tection landscape has been to “bundle” or develop greater interlinkages be-
tween various schemes and to go beyond the “protection” motive of such
schemes and to sustainably enhance household resilience to shocks. Emblem-
atic of these motives are the country’s flagship programs - the Productive
Safety Net Program (PSNP) launched in 2005, and the pilot Community
Based Health Insurance (CBHI) launched in 2011. The PSNP provides pay-
ments to food insecure households in exchange for labour which is used to
build soil- and water-conserving rural infrastructure assets while the CBHI
attempts to enhance access to health care and provide financial protection
against health shocks.
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Set against this background, and motivated by the “bundling” and “be-
yond social protection” rhetoric, this thesis, examines (i) the interactions be-
tween the Productive Safety Net Program (PSNP) and the Community Based
Health Insurance (CBHI) scheme and (ii) whether these programs are able to
deliver quality rural infrastructure assets. The first two essays deal with the
“bundling” theme while essays 3 and 4 focus on going “beyond social pro-
tection”.

The first essay examines whether the PSNP may be used to leverage up-
take of the voluntary CBHI scheme and also reduce dropout? The essay is
based on three rounds of household level panel data, one round of health
tacility survey and several rounds of qualitative information. The analysis
shows that indeed, participating in the PSNP increases the probability of
CBHI uptake by 24 percentage points and enhances scheme retention by 10
percentage points. The bulk of the effect may be attributed to pressure ap-
plied by government officials on PSNP beneficiaries. While the merits of us-
ing such an approach to enhance “voluntary” uptake are debatable, the find-
ings do support the idea that membership in existing social protection
programs may be used to address key challenges faced by developing coun-
tries in implementing voluntary health insurance schemes.

Flowing from the first essay and based on the same empirical base, the
second essay investigates whether participation in both the PSNP and the
CBHI enhances social protection. The key findings are that individuals who
participate in both programmes, as opposed to neither, are 5 percentage
points more likely to use outpatient care and 21 percentage points more likely
to participate in off-farm work. Participation in both programs is associated
with a 4 per cent increase in livestock and a 28 per cent decline in debt. In
short, bundling of interventions enhances protection against multiple risks
and linking social protection schemes yields more than the sum of their indi-
vidual effects.

The third essay focuses on whether the CBHI scheme translates into
higher health care quality. The essay draws on two rounds of a health facility
survey and three rounds of household survey data. The analysis shows that
CBHI affiliated facilities experience a 111 percent increase in the annual vol-
ume of out-patient visits and annual revenues from patient cards and drug
sales increase by 184 and 76 percent, respectively. As part of a virtuous circle,
the increased revenues are used to purchase drugs and medical equipment
and translate into a decline in drug shortages and increases in patient satisfac-
tion. Patient satisfaction amongst those who sought outpatient health care
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trom CBHI-contracted health centres is 11 percentage points higher as com-
pared to those who received the service from non-contracted health centres.
Furthermore, despite the increase in patient volume there is no discernible
increase in waiting time to see medical professionals.

Building and maintaining durable infrastructure assets built through social
protection programs is a costly issue faced by developing countries. Moti-
vated by this issue, and paralleling the third essay, the fourth essay deals with
the quality of public infrastructure built through the PSNP. Specifically, it
examines the extent of community participation in 12 decisions regarding the
PSNP and subsequently the effect of participation on the quality of infra-
structure constructed through the PSNP. The essay is based on a cross- sec-
tion survey of 249 soil and water conservation projects and includes technical
assessments of the structure carried out by engineers as well as qualitative
information gathered through interviews and discussions. The essay reveals
high but variable rates of participation across communities and clearly shows
that projects in which beneficiaries play a larger role in project monitoring
and evaluation are substantially less likely to be damaged.

Overall, this thesis shows that at the very least, in Ethiopia, “bundling” of
social protection schemes and community participation are scheme design
factors that are worth considering. However, there is no reason to expect that
such design elements or related variants cannot also be used in other devel-
oping countries.



Samenvatting

Grootschalige investeringen in de infrastructuur en de bouw en nauwere
banden tussen landbouw en industrie hebben de afgelopen tien jaar in
Ethiopié geresulteerd in een economische groei van ongeveer 10 procent per
jaar. Een sterke economische groei in combinatie met een relatief voorzichtig
economisch beleid en een toegenomen vermogen om met het weer verband
houdende fluctuaties te beheersen hebben bijgedragen aan een
imagoverandering. Een land dat bekend stond om zijn hongersnoden is een
voorbeeld van een ‘land in ontwikkeling’ geworden. In deze periode heeft de
regering zich doorlopend ingezet voor de ontwikkeling en uitvoering van
beleid en strategieén ter verbetering van de sociale bescherming. Deze
interventies omvatten onder andere een strategie voor Disaster Risk
Management (beheersing van het risico op rampen); een socialezekerheids-
(pensioen)stelsel; voedselzekerheidsprogramma’s zoals de uitbreiding van het
Productive Safety Net Program (PSNP; een vangnetprogramma), een
nationaal voedingsprogramma en zorgverzekeringen, zoals een Community
Based Health Insurance (CBHI)-programma (zorgverzekering op
gemeenschapsbasis) voor het platteland.

Ondanks de sterke economische groei en een breed scala aan sociale
beschermingsregelingen blijven plattelandshuishoudens kwetsbaar voor
tegenspoed op zowel individueel als collectief niveau. Gezien de
wisselwerking tussen verschillende typen tegenvallers, zoals bijvoorbeeld
gezondheidsproblemen die leiden tot een verhoogde kwetsbaarheid voor
tegenspoed veroorzaakt door weer en klimaat, is een recente trend in het
landelijke  socialebeschermingsbeleid om  verschillende regelingen te
‘bundelen’ of meer met elkaar te verbinden. Daarmee overstijgt het beleid het
beschermingsdoel van dergelijke regelingen en wordt het vermogen van
huishoudens om tegenvallers op te vangen duurzaam vergroot. Kenmerkend
voor dit beleid zijn de landelijke speerpuntenprogramma's: het in 2005
gelanceerde Productive Safety Net Program (PSNP) en het in 2011
gelanceerde proefproject Community Based Health Insurance (CBHI). Het

XXiv



Essays over De Evaluatie van Programma’s voor Sociale in Ethiopié XXV

PSNP verstrekt uitkeringen aan voedselonzekere gezinnen in ruil voor arbeid
die wordt ingezet voor de bouw van bodem- en waterbesparende
infrastructuurvoorzieningen op het platteland. Het doel wvan de
zorgverzekering CBHI is om de toegang tot gezondheidszorg te verbeteren
en financi€le bescherming te bieden tegen gezondheidsproblemen.

Tegen deze achtergrond en ingegeven door de retoriek van ‘bundeling’ en
‘verder gaan dan sociale bescherming’ gaat dit onderzoek over (1) de
wisselwerking tussen het Productive Safety Net Program (PSNP) en het
Community Based Health Insurance (CBHI)-programma en (i) de vraag of
deze programma's in staat zijn om kwalitatief hoogstaande rurale
infrastructuurvoorzieningen te leveren. De eerste twee essays gaan over het
thema bundeling en essays drie en vier behandelen het overstijgen van sociale
bescherming.

In het eerste essay wordt onderzocht of het PSNP kan dienen om het
gebruik van de vrijwillige CBHI-regeling te bevorderen en ook om uitval te
verminderen. Het onderzoek is gebaseerd op paneldata die in drie rondes zijn
verzameld onder huishoudens, een enquéte onder zorginstellingen en
kwalitatieve informatie die in verschillende rondes is verzameld. Uit het
onderzoek blijkt dat deelname aan het PSNP de kans op het gebruik van
CBHI met 24 procentpunten verhoogt en trouw aan het programma met 10
procentpunten verbetert. Het grootste deel van het effect kan worden
toegeschreven aan de druk die overheidsambtenaren uitoefenen op de PSNP-
begunstigden. Hoewel er vraagtekens kunnen worden geplaatst bij deze
manier om de ‘vrijwillige’ invoering te bevorderen, zijn de resultaten in
overeenstemming met het idee dat het lidmaatschap van bestaande
programma’s voor sociale bescherming een oplossing kan bieden voor de
belangrijkste  knelpunten  waarmee  ontwikkelingslanden  worden
geconfronteerd bij de implementatie van vrijwillige zorgverzekeringsstelsels.

Het tweede essay bouwt voort op het eerste en heeft dezelfde empirische
basis. Het gaat over de vraag of deelname aan zowel het PSNP als de CBHI
de sociale bescherming verhoogt. De belangrijkste bevindingen zijn dat
personen die deelnemen aan beide programma's 5 procentpunten vaker
gebruik maken van poliklinische zorg en 21 procentpunten vaker deelnemen
aan werkzaamheden buiten de boerderij in vergelijking met personen die aan
geen van beide deelnemen. Deelname aan beide programma's gaat samen met
een toename van de veestapel met 4 procent en een daling van de schuldenlast
met 28 procent. Kortom, bundeling van interventies verbetert de
bescherming  tegen meerdere risico's en het koppelen van
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socialebeschermingsregelingen levert meer op dan de opgetelde effecten van
de afzonderlijke programma’s.

Het derde essay gaat over de vraag of de CBHI-regeling leidt tot een
hogere kwaliteit van de gezondheidszorg. Het essay is gebaseerd op een
enquéte onder zorginstellingen in twee rondes en een enquéte onder
huishoudens in drie rondes. Uit het onderzoek blijkt dat het jaarlijks aantal
bezoeken van ambulante patiénten aan bij het CBHI-programma aangesloten
instellingen met 111 procent toeneemt en de jaarlikse omzet uit
patiéntenkaarten en geneesmiddelenverkoop met respectievelijk 184 en 76
procent stijgt. Als onderdeel van een opwaartse spiraal worden de hogere
inkomsten gebruikt om geneesmiddelen en medische apparatuur aan te
schaffen, wat zich vertaalt in een daling van het tekort aan geneesmiddelen en
een toename van de tevredenheid van de patiénten. De patiénttevredenheid
onder degenen die poliklinische zorg kregen in een bij het CBHI-programma
aangesloten gezondheidscentrum is 11 procentpunten hoger dan onder
degenen die een niet-aangesloten gezondheidscentrum bezochten. Bovendien
brengen mensen ondanks de toename van het aantal patiénten niet meer tijd
door in de wachtkamer.

De bouw en het onderhoud van duurzame infrastructurele voorzieningen
door middel van programma's voor sociale bescherming is een kostbare
aangelegenheid voor ontwikkelingslanden. Daarom, en in lijn met het derde
essay, gaat het vierde essay over de kwaliteit van de openbare infrastructuur
die via het PSNP is aangelegd. In het bijzonder wordt ingegaan op de mate
waarin de gemeenschap betrokken is bij twaalf beslissingen met betrekking
tot het PSNP en op het effect van de participatie op de kwaliteit van de via
het PSNP aangelegde infrastructuur. Het essay is gebaseerd op een cross-
sectionele analyse van 249 bodem- en waterbesparingsprojecten die zowel
technische beoordelingen van de infrastructuur door ingenieurs omvat als
kwalitatieve informatie verzameld in interviews en discussies. Het onderzoek
toont een hoge, maar variabele participatiegraad van de verschillende
gemeenschappen en laat duidelijk zien dat projecten waarbij de begunstigden
een grotere rol spelen in de monitoring en evaluatie aanzienlijk minder snel
schade oplopen.

Over het geheel genomen toont deze dissertatie aan dat het in ieder geval
in Ethiopié de moeite waard is om factoren als het ‘bundelen’ van regelingen
voor sociale bescherming en gemeenschapsparticipatie te overwegen. Dit laat
echter onverlet dat dergelijke of aanverwante beleidsmaatregelen ook in
andere ontwikkelingslanden bruikbaar kunnen zijn.



~Introduction

In the last ten years, Ethiopia has been amongst the fastest growing econ-
omies in the world, with an annual average growth rate of about 10% per
annum (World Bank, 2018). This growth may be attributed mainly to large
scale investments in infrastructure (roads, railways, dams), construction,
and the forging of links between agriculture and manufacturing. These de-
velopments have contributed to reduction in poverty (the national head-
count poverty has declined from 38 percent in 2004/2005 to 23.5 percent
in 2015/16) and have helped alter the image of a country known for “fam-
ines” to an example of a “developmental state” (UNDP, 2018; Clapham,
2017; Shiferaw, 2017). Symptomatic of this ability to deal with crises was
the government’s ability to reduce the impact of a drought outbreak in
2016-17 through effective crisis management and in particular the early
opening and use of a railway line connecting Djibouti port to Ethiopia
(WEF, 2018).

These changes in the economic sphere have been matched by perhaps
even more noteworthy changes in the political sphere. Since 2015, the
country has experienced political and ethnic protests especially in the two
largest regions of the country, Oromia and Amhara. These protests culmi-
nated in the resignation of the Prime Minister in March 2018 and the elec-
tion/nomination of a new reformist Prime Minister.

Throughout this period of rapid economic and political changes, with
the aim of ensuring “pro-poor, accelerated, and sustainable development”
(MoLSA, 2014: 22), the government has continued to develop and imple-
ment policies and strategies to reduce poverty and enhance social protec-
tion. These interventions included a Social Insurance (Pension) Program,
Food Security Programs, most notably the extension of the Productive
Safety Net Program, a National Nutrition Program, Health Insurance
schemes, in particular, a Community Based Health Insurance scheme for
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rural areas, and Disaster Risk Management and Support to Older Persons
(MoLSA, 2012). This thesis focuses on two of these major social protec-
tion interventions, that is, the Productive Safety Net Program (PSNP) and
the Community Based Health Insurance (CBHI) scheme. The thesis con-
sists of four essays and a concluding chapter. Each of these essays exam-
ines specific issues related to these two programs. These issues are briefly
outlined below.

One of the key issues plaguing the successful roll-out and implementa-
tion of voluntary health insurance programs such as the CBHI is low en-
rolment. The first essay examines whether existing social protection pro-
grams may be used to leverage uptake of new programs. In the current
context the first essay investigates the role of the PSNP in influencing up-
take of the CBHI and reducing dropout from the CBHI.' Building on this
first essay, the second essay examines the joint effects of the PSNP and
the CBHI enhancing social protection.” The third and the fourth essay
deal with a relatively underexplored issue, that is, the quality of public in-
trastructure. While there is a large body of literature on the effects of
health insurance schemes on health care utilization and financial protec-
tion, the role of such scheme in raising resources and enhancing the quality
of care is limited. The third essay contributes to the literature by examining
both, the effect of the CBHI scheme on revenues to service providers and
the effect on the quality of health care. The final essay extends this idea to
the PSNP and focuses on the quality of public infrastructure built through
the PSNP. Specifically, the essay conceptualizes and measures community
participation and examines the link between participation and the opera-
tional and physical status of infrastructure built through the PSNP.

The thesis relies on both quantitate and qualitative sources of data. The
quantitative database consists of three rounds of panel data collected in
2011, 2012 and 2013), two rounds of health facility data collected in 2011
and 2014) and a cross section data collected in 2014/ 2015. The panel data
and the health facility survey cover 16 districts located in the four main
regions (Amhara, Oromia, SNNPR and Tigray) of the country while the
cross section data was gathered from four food insecure districts in Oro-
mia. The quantitative data base is complemented by several rounds of
qualitative data gathered through key informant interviews and focus
group discussions. Details are provided in in each essay.



Introduction 3

Notes

! A shorter version of this essay has been published in Social S cience and Medicine Vol.
176, (2017), pages 133-141. A longer version is also available as IZA Discussion
Paper No. 9833 (2016).

2 A shorter version of this essay has been published in the Journal of Development
Studies, (2019) DOI: 10.180/00220388.2018.1563682 (2019). A longer version is
also available as IZA Discussion Paper No. 10939 (2017).






- Uptake of Health Insurance and the
Productive Safety Net Program in Rural
Ethiopia’

Abstract

Due to lack of well-developed insurance and credit markets, rural fam-
ilies in Ethiopia are exposed to a range of covariate and idiosyncratic risks.
In 2005, to deal with the consequences of covariate risks, the government
implemented the Productive Safety Net Program (PSNP), and in 2011, to
mitigate the financial consequences of ill-health, the government intro-
duced a pilot Community Based Health Insurance (CBHI) Scheme. This
paper explores whether scheme uptake and retention is affected by access
to the PSNP. Based on several rounds of household level panel data and
qualitative information, the analysis shows that participating in the PSNP
increases the probability of CBHI uptake by 24 percentage points and en-
hances scheme retention by 10 percentage points. Analysis of the channels
through which the PSNP influences CBHI uptake indicates that the bulk
of the effect may be attributed to explicit and implicit pressure applied by
government officials on PSNP beneficiaries. Whether this is a desirable
approach is debatable. Nevertheless, the results suggest that membership
in existing social protection programs may be leveraged to spread new
schemes and potentially accelerate poverty reduction efforts.

2.1 Introduction

Rural households in Ethiopia face substantial covariate and idiosyncratic
risks. As in the case of other developing countries, dependence on volatile
rain-fed agriculture and absence of well-developed markets for insurance
and credit exacerbate the effects of these risks. At the same time, exposure
to multiple-risks increases vulnerability (Dercon 2002, Rosenzweig 2001,
Wagstaff 2007). For instance, when faced with illnesses, poor households
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may not be able to afford health care which may impair their health status.
Borrowing or selling assets to meet health care expenses may lead to im-
poverishment which further weakens their ability to withstand non-health
related shocks. The potential interplay between different types of shocks
suggests that multiple interventions may simultaneously be needed to pro-
vide effective social protection for vulnerable groups (Ranson 2002,
Ssewamala et al. 2010, Wagstaff 2007). Although there is no dearth of
studies which analyse access to and the impact of different types of inter-
ventions, research which focuses on potential links between different so-
cial protection programs is scarce.

In recent years, a number of developing countries have introduced vol-
untary community based health insurance schemes to mitigate the poten-
tially impoverishing effects of ill-health. A common problem plaguing
such voluntary health insurance schemes is low enrolment and high drop-
out rates (for a review see Mebratie et al. 2013) and in an attempt to in-
crease demand for insurance, bundling of health insurance with micro-
tinance loans has been suggested as a potential strategy (Banerjee et al.
2014, Dror et al. 2009, Hamid et al. 2011, Ranson 2002, Ranson et al.
20006). Evidence on the effectiveness of such an approach yields a mixed
picture. For instance, Banerjee et al. (2014) used data from 201 villages in
India of which 101 were offered a product which combined microfinance
and health insurance while 100 villages served as controls, to analyse the
effectiveness of offering health insurance through a microfinance scheme.
They concluded that this experiment was unsuccessful as the poor quality
of the insurance product led to negative effects which culminated in a
withdrawal from the microfinance scheme itself. On a more positive note,
Hamid et al. (2011) found that microcredit clients of the Grameen Bank
in Bangladesh who had access to health insurance offered by Grameen
Bank were more likely to be food sufficient as compared to microcredit
clients who did not have access to the insurance product. Based on their
study of providing health insurance through the Self-Employed Women’s
Association (SEWA) in India, Ranson et al. (2006) argue that offering
health insurance through community-based associations like SEWA is
more effective in terms of reaching out to low-income women as com-
pared to stand-alone schemes. The authors also argue that offering insur-
ance through existing programs offsets the lack of institutional capacity to
run such schemes.
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A similar enrolment issue that has been observed in developing coun-
tries that have attempted to reach Universal Health Coverage (UHC)
through social insurance based programs is the so-called missing-middle
problem. The formal sector can be obliged to enrol through typical social
insurance designs, with compulsory payroll based contributions. However,
such mechanisms are not effective for achieving universal coverage in
countries with a large informal economy and labour market. The missing-
middle problem describes the phenomenon where mandatory enrolment
of formal sector workers is combined with subsidized premiums targeted
to the poorest, while insurance uptake for the remainder of the informal
sector relies to some extent on voluntary enrolment. International experi-
ences suggest that it is extremely difficult to convince informal sector
households to enrol voluntarily into health insurance, without providing
strong (monetary) incentives to do so (Capuno et al. 2014 and Wagstaff et
al. 2014). However, there is no empirical evidence for the effectiveness of
policy instruments that leverage insurance uptake for the informal sector
by integrating social policies.

In June 2011, the Ethiopian government introduced a voluntary Com-
munity Based Health Insurance in thirteen rural districts of the country.
Several of these districts are food insecure and are also locations where
the Productive Safety Net Program (PSNP), the government’s flagship
program to deal with covariate risk, also operates. The PSNP program
targets food insecure households in chronically food insecure regions.
Recognizing the interlinkages between the impoverishing effects of differ-
ent shocks, an explicit goal is to use the PSNP as a platform to help food
insecure households access other social protection programs (MoARD
2010). Such an approach is potentially promising in terms of helping the
most vulnerable households deal with multiple shocks and at the same
time increasing demand for insurance.

Whether the PSNP does enhance access to other social protection pro-
grams for food insecure households and more importantly, the channels
through which this takes place are open questions. A priori it may be ex-
pected that food insecure households will be less likely to afford insurance.
However, there are a number of reasons why PSNP beneficiaries may be
more likely to join the scheme such as a higher chance of obtaining a pre-
mium payment waiver or greater information about the benefits of insur-
ance scheme as compared to non-PSNP members. To shed light on such
issues, this paper examines the links between the CBHI scheme and the
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PSNP. In particular, we examine whether being a PSNP beneficiary influ-
ences initial enrolment in the CBHI scheme and thereafter whether it in-
fluences scheme retention. While the effect of various factors on enrol-
ment and drop-out has been explored by Mebratie et al. (2015a) and
Mebratie et al. (2015b), the focus of these papers was not on the role
played by the PSNP. The paper’s main contribution is that we attempt to
identify the channels through which the PSNP may influence uptake and
renewal. The study relies on several rounds of focus group discussions and
key informant interviews, three rounds of panel data and a health facility
survey.

The next section of the paper briefly describes certain features of the
PSNP and CBHI schemes. Section 3 discusses the data, section 4 lays out
the research methods, section 5 contains empirical results and section 6
concludes.

2.2 A brief overview of PSNP and CBHI in Ethiopia

The Productive Safety Net Program (PSNP) has been designed to deal
with covariate risk while the recently piloted Community-Based Health
Insurance (CBHI) is expected to become the key program to deal with the
financial consequences of ill-health.

2.2.1 The Productive Safety Net Program (PSNP)

In 2003, the Ethiopian government initiated discussions with its develop-
ment partners to replace the existing emergency response of using food
aid to fill consumption gaps. These consultations led to the creation of the
Productive Safety Net Program which articulated a shift from an emer-
gency relief system to sustainable food security. The scheme was launched
in January 2005.

The PSNP has three main objectives. These are to protect food inse-
cure households in food insecure regions by providing resources to
smooth consumption during the lean season, protect households by pre-
venting sales of household assets and reduce the probability of borrowing
and further impoverishment and finally to promote livelihoods by building
community assets with development potential.? Program participants are
selected through a participatory approach, and households with able-bod-
ied members are expected to undertake public works activities in return
for payment either in cash or in kind. The program operates in 319 food
insecure districts (40% of the total districts) located in eight regions of the
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country (MoARD 2011, FDRE 2012). In 2013-14 the program had a cash
budget of about $205 million and access to food resources to the tune of
274,844 metric tonnes and provided social transfers to about 6 million
tfood insecure individuals either through “public works™ activities (4.8 mil-
lion) or as “direct support” (1.2 million) for labour constrained households
(MoA 2013).

A key objective of the current phase of the PSNP is to enhance achieve-
ment of the program’s objectives by forging links between the PSNP and
other food security and development programs. As stated in the Program
Implementation Manual, PIM (MoARD 2010: 6):

“The PSNP is not a project but a key element of local development plan-

ning. PSNP plans are integrated into wider development plans at woreda,

zone, region and federal levels.”

2.2.2 Community Based Health Insurance (CBHI)

In June 2011, the Ethiopian CBHI pilot was launched in 13 districts (for
a detailed description, see Mebratie et al., 2015a). The scheme is govern-
ment-driven but with community engagement in insurance design, partic-
ipation, management and supervision. At the design phase of the scheme,
regional governments were involved in determining benefit packages, reg-
istration fees, premium payments and co-payments. The role-out phase
involved a two-step process, with first the community deciding (based on
a general assembly majority vote) whether to participate in the scheme and
subsequently households could choose whether to enrol or not. The in-
surance covers households rather than just individuals, in order to reduce
adverse selection.

The scheme covers inpatient and outpatient health care services at pub-
lic facilities. Care at private facilities is not covered unless drugs or services
are not available at public facilities. Transportations costs, medical treat-
ment with largely cosmetic value and treatment outside Ethiopia are not
covered. If members adhere to the scheme’s referral procedure, they are
exempt from co-payments.

Monthly premiums lie in the range of 0.4-0.6 percent of household
monthly income. To stimulate enrolment, fee waivers are targeted to the
poorest 10 percent of the population. Identification of the poorest house-
holds is based on interactions between local government officials and the
community. Of particular interest for this paper is that 9 of the 12 districts
are classified as food insecure and both the PSNP and the CBHI operate
in these districts.
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2.3 Data

This empirical analysis is based on household panel data, with survey
rounds in 2011, 2012 and 2013. In addition, a health facility survey was
conducted in 2011 and qualitative information was gathered through Key
Informant Interviews (KII) and Focus Group Discussions (FGD).

Data collection followed a stratified sampling design and covered all 12
of the districts that had been identified by the government for participa-
tion in the CBHI pilot. From each district, six villages were randomly se-
lected and from each village we randomly selected 17 households for a
combined sample of 1,224 households. The follow-up surveys in 2012 and
2013 revisited 1,203 and 1,186 households respectively. The questionnaire
included modules on individual and household socio-economic character-
istics and demographics, assets, employment, consumption expenditure,
health and health care, access to credit, social networks, and shocks. Cru-
cial for this analysis is that the questionnaire asked whether the household
is a member of the PSNP, and the 2012 and 2013 questionnaires included
questions on participation in the CBHI pilot scheme. The 2011 health
facility survey visited 3 randomly chosen health centres in each district,
collecting information on quality of medical care and access to health fa-
cilities.

The qualitative information was collected in three rounds. The first
round of FGDs and KlIs were conducted in 2012 in four districts (one in
each of the regions) where the pilot CBHI had been launched. The second,
a more focused data collection effort took place in 2014 in a district where
both the CBHI and the PSNP were active (a district in Oromia region).
FGDs were conducted in four villages. In each of the villages the FGDs
included up to eight household heads or their representatives. While all
the FGD participants were PSNP members, all were not members of the
CBHI scheme. The discussions focused on the interactions between the
PSNP and CBHI schemes. The second round of KII was held with offi-
cials responsible for executing the PSNP and the CBHI. This was held at
district and village levels.” The key informants were also asked to provide
inputs on the interaction between the PSNP and the CBHI and whether
and how the PSNP was used as a platform to promote and encourage
uptake of the CBHI scheme. A final round of six FGDs was conducted in
Tigray and in SNNPR regions in June 2015. The discussions focused not
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just on the interaction between PSNP and CBHI but also on the function-
ing of the CBHI in general.

2.4 Analytical Framework

The empirical analysis focuses on identifying the effect of being a PSNP
beneficiary on enrolment and conditional on enrolment, on retention.
Drawing on the focus group discussions, the key informant interviews and
the existing literature, we treat the decision to join the scheme or to renew
as a function of two broad sets of variables — these are a range of variables
that capture scheme affordability and variables which captures the extent
to which a household may be expected to gain from insurance. The latter
is further treated as a function of household traits (health status, demo-
graphic composition), household understanding and knowledge of insur-
ance and supply side variables which capture accessibility to care and qual-
ity of care.

To elabourate, scheme affordability is assumed to depend on a house-
hold’s socio-economic characteristics (§EC). These characteristics include
a household’s consumption quintile, the household head’s educational
level, access to credit (AC) as indicated by membership in traditional or
modern credit associations, savings and whether a household has availed
of loans and finally, the key variable of interest, that is, whether house-
holds are affiliated to the productive safety net programme (PSNP).

Expected gains from the scheme are treated as a function of the chance
of using medical care and the specification includes variables that capture
illness episodes and self-assessed household health status (HS). A set of
demographic traits (D7) is also included. We capture understanding of
health insurance (UHI) on the basis of responses to four questions — these
are, only the sick purchase insurance, CBHI is a saving scheme, CBHI
pays for health care, the CBHI premium will be returned if medical care is
not used. To capture scheme knowledge (§K) we include a variable which
indicates whether household members attended community-level meet-
ings before scheme launch, whether any household member works in a
government position or is involved in managing the CBHI scheme. In the
case of the renewal decision we include scheme experience (SE) which is
determined on the basis of responses to five questions which enquire
about the functioning of the scheme. To the extent that the expected re-
turns from the scheme depend on supply-side (§.) variables, the specifi-
cation includes time taken to reach the closest health centre and public



Uptake of health insurance and the productive safety net program 11

hospital and a range of variables that captures the quality of health care.
This includes waiting time to see a health care provider, availability of var-
ious types of medical equipment, and respondent’s perceptions of the
quality of health care.

Combining all these factors leads to specification (1), where the prob-
ability that household (/) enrols in the scheme or renews enrolment (Y) in
time #depends on variables in previous time periods. That is,

p(n)=f[

oDT

aSEC,,_,,¢PSNP, M,) o

ht=1>
nUHI, ,VSK,,_,,&SE

ht—1>

tAC,, ,,PHS,

ht—12

555bt—2 > lubz‘

Several variants of specification (2.1) are estimated using logit specifica-
tions for enrolment and retention while the duration of enrolment is esti-
mated using an ordered logit specification (not enrolled, enrolled for one
year, enrolled for two years). Note that we regress enrolment and retention
in 2013 as a function of covariates in 2012, except for the quality of med-
ical services variables for which we have data only from 2011. These
lagged specifications are unlikely to be affected by endogeneity of some of
the independent variables. In addition, we estimate specifications which
rely on PSNP status in 2011 as well as linear probability models of current
CBHI status on current PSNP status controlling for household fixed ef-
fects.*

Estimates of (1) are used to provide an assessment of the extent to
which patticipation in the PSNP is associated with insurance uptake/re-
tention. Thereafter, we use both the qualitative information and responses
to survey-based questions on the reasons for enroling in (dropping-out
from) the scheme to try and pin down the channels through which the
PSNP influences uptake.

2.5 Results

2.5.1 PSNP and CBHI uptake

As shown in Table 2.1, in April 2012, scheme enrolment reached 41 per-
cent. About 18 percent of those who had enrolled in 2012 dropped out in
2013 but new entrants more than made up for the dropout, translating
into an overall enrolment rate of 48 percent in April 2013.
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Table 2.1
Enrolment and dropout: CBHI Ethiopia

April 2012 April 2013

Region Enrolment Enrolment Drop-outs New enrol-
ees

% N % N % N % N
Tigray 33.9 101 | 50.2 146 26.5 26 38.3 74
Ambhara 49.5 148 | 62.7 188 6.9 10 33.8 52
Oromia 44.2 133 | 44.5 133 21.2 28 17.4 29
SNNPR 35.3 107 | 35.4 107 21.5 23 11.8 23
Total 40.7 489 | 48.2 574 18.0 87 25.1 178

With regard to the PSNP, about 17 to 20 percent of the sample house-
holds are PSNP beneficiaries (Table 2.2) and PSNP beneficiaries are far
more likely to participate in the CBHI scheme as compared to those who
are not beneficiaries. For instance, in 2012 about 60 percent of PSNP ben-
eficiaries enrolled in the scheme as compared to an enrolment rate of 36
percent amongst non-beneficiaries while in 2013 the corresponding fig-
ures were 68 and 44 percent.

Table 2.2
CBHI uptake and PSNP membership
Enrolled April 2012 April 2013
in the
CBHI PSNP Non-mem- Total PSNP Non-mem- Total
member bers Member ber

Enrolled 141 345 486 136 438 574

(60.3) (35.9) (41) (67.7) (44.2) (48)
Total 234 962 1196 201 990 1191

Table 2.3 provides estimates based on a series of specifications where
the aim is to identify the effect of participation in the PSNP on enrolment
and retention. We start with a very parsimonious regression (only PSNP)
and then add sets of covariates to examine the sensitivity of the PSNP
effect.” The striking aspect of the estimates is that regardless of the speci-
tication, PSNP participation in 2012 has a large and statistically significant
effect on the probability that a household enrols in the scheme in 2013.



Uptake of health insurance and the productive safety net program 13

The effect of PSNP on enrolment without including any covariates is
about 22 percentage points and after controlling for the full-range of at-
tributes we find that being a member of the PSNP scheme is associated
with a 24 percentage point increase in the probability of being enrolled in
the CBHI scheme. The stability of the effects suggests that there is a large
and positive effect of PSNP on enrolment which is not mediated through
any other channels. Ordered logit estimates based on the most complete
specification show that the PSNP is associated with a 27 percentage point
increase in the probability that a household remains enrolled for two years.
As may be inferred from these two sets of enrolment estimates, participa-
tion in the PSNP influences enrolment and reduces scheme dropout or
vice versa enhances retention. The most complete specification indicates
that participation in the PSNP scheme enhances the probability of reten-
tion by 10 percentage points.
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Table 2.3

Probability of CBHI enrolment and renewal: marginal effects of PSNP after
(ordered) logit

VARIABLES Enrolment Renewal Enrolment
2013 2013 One Both
year Years
Participation in PSNP 0.223*** 0.002 -0.005 0.223**
(0.066) (0.053) (0.015) (0.064)
Participation in PSNP + regional fixed effects 0.300%** 0.081* -0.003 0.346**
(0.054) (0.040) (0.002) (0.060)
Participation in PSNP + regional fixed effects, socio- 0.306** 0.086** -0.030 0.350***
economic status (0.053) (0.036) (0.024) (0.059)
Participation in PSNP + regional fixed effects, socio- 0.317%* 0.093** -0.033 0.360%**
economic status, demographic traits (0.054) (0.037) (0.026) (0.060)
Participation in PSNP + regional fixed effects, socio- 0.313** 0.097*** -0.033 0.357***
economic status, demographic traits, health status (0.056) (0.036) (0.026) (0.061)
Participation in PSNP + regional fixed effects, socio- 0.2849*** 0.101*** -0.033 0.334***
economic status, demographic traits, health status, 4 27
understanding of health insurance, household member (0.056) (0.034) (0.027)  (0.060)
has official position
Participation in PSNP + regional fixed effects, socio- 0.2880*** 0.101*** -0.035 0.341***
economic status, demographic traits, health status, (0.056) (0.034) (0.028) (0.061)
understanding of health insurance, household member
has official position, access to credit
Participation in PSNP + regional fixed effects, socio- 0.242% 0.102*** -0.014 0.266**
economic status, demographic traits, health status, (0.058) (0.037) (0.022) (0.061)
understanding of health insurance, household member
has official position, access to credit, supply-side char-
acteristics
Participation in PSNP + regional fixed effects, socio- - 0.099*** -
economic status, demographic traits, health status, (0.0340)
understanding of health insurance, household member
has official position, access to credit, supply-side char-
acteristics, experience with CBHI
Observations 1,147 455 1147 1147
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2.5.2 Why does PSNP membership enhance CBHI uptake?

The PSNP is meant to target food-insecure households in food-insecure
districts and it may be expected that such households will find it difficult
to buy insurance and hence will be less likely to access the CBHI scheme.
However, the estimates display that participation in the PSNP is positively
linked to enrolment and retention. This is an intriguing pattern and there
could be several channels through which participation in the PSNP may
translate into higher CBHI uptake. The following sections pursue various
potential explanations.

First, it is possible that PSNP members have certain traits that makes
insurance more attractive for them. For instance, the PSNP is meant for
food-insecure households and it may be that PSNP members are less
healthy and more likely to use health care which in turn increases their
desire to acquire insurance. Second, PSNP membership may enable access
to fee-waivers which in turn enhances uptake and retention. Third, alt-
hough we control for scheme understanding and knowledge of insurance,
it is possible that PSNP members have greater scheme knowledge and
greater understanding of the scheme which in turn translates into greater
uptake. Fourth, it is possible that administrators explicitly or implicitly co-
erce households to join the CBHI scheme and since households with ac-
cess to the PSNP depend on administrators to provide scheme payments
they are more susceptible to pressure. While we have information on
whether explicit pressure was applied it is certainly more difficult to dis-
cover the manner in which, if at all, implicit pressure is applied. In any
case, we explore the veracity of each of these explanations using both the
qualitative and the quantitative information at our disposal.

2.5.2.1 Who accesses the PSNP?

To explore differences in socio-economic status and other variables which
may have a bearing on scheme uptake we provide descriptive statistics
conditional on PSNP membership (Table 2.4) and also estimate a logit
model to identify factors associated with the probability of participating in
the PSNP (Table 2.5). Consistent with the targeting mechanism of the
PSNP the descriptive statistics show that households falling in the poorest
consumption quintile are far more likely to be PSNP members — 31% of
PSNP members are in the lowest consumption quintile as compared to
18% of non-members. PSNP household heads are also more likely to be
uneducated (50 versus 41%) and more likely to have taken out loans (39
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versus 29%). In terms of health status, the picture is a little muddled as it
shows that PSNP members are more likely to report that they are in good
health, while at the same time they are more likely to be experiencing
chronic illnesses (29 versus 16%).
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The regression estimates presented in Table 2.5 underline the point that
households in the poorest quintile are more likely to be enrolled in the
PSNP. After controlling for covariates, there is no link between educa-
tional status and PSNP participation. Chronic illness, at least in 2013, and
PSNP participation are positively correlated. Similarly, households with
outstanding loans are more likely to join the PSNP. While having an out-
standing loan indicates that a household has access to credit it may also be
interpreted in terms of a marker of poverty and an inability to finance
needs without borrowing. Regardless of the interpretation of the correla-
tions between chronic illnesses and PSNP participation and between the
presence of outstanding loans and PSNP participation, the estimates in
Table 2.3 show that the inclusion of these two variables does not particu-
larly dampen the PSNP effect (see rows 5 and 7). The denouement is that
there is no strong evidence to support the claim that PSNP participants
have observed traits that make them more susceptible to joining the CBHI
scheme.
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Table 2.5
Probability of PSNP membership: marginal effects after logit (std. error)
VARIABLES Participation in PSNP
2013 2012
Socioeconomic status
2nd consumption quintile (ref: poorest consumption quintile) -0.0647** -0.0601**
(0.0185) (0.0207)
3rd consumption quintile -0.0586** -0.0754%*
(0.0194) (0.0206)
4th consumption quintile -0.0666** -0.0575**
(0.0199) (0.0232)
Richest consumption quintile -0.0980** -0.123**
(0.0192) (0.0198)
HH head education- Informal (ref: no education at all) -0.0320 -0.0287
(0.0254) (0.0297)
HH head education- Primary or above 0.0148 0.0137
(0.0219) (0.0226)
Health status
Prop. of household members with good SAH 0.157*** 0.0772%**
(ref: Prop. of household members with poor SAH) (0.0417) (0.0280)
Past illness event 0.000404 -0.000433
(0.000574) (0.00071)
Chronic illness 0.0290** -0.0295*
(0.0118) (0.0165)
Access to credit
Saving in bank account -0.0232 -0.0520*
(0.0261) (0.0236)
Outstanding loan 0.0692** 0.0827**
(0.0238) (0.0251)
Member of Iqqub -0.0252 0.0136
(0.0351) (0.0443)
Member of credit and saving association -0.0310 -0.0129
(0.0276) (0.0334)
Observations 1159 1185
Pseudo R-squared 0.2011 0.2796
Log pseudo likelihood -420.835 -422.148

Notes: Outcome variable is one if a household is affiliated to the PSNP in 2013/2012 and zero
otherwise. All explanatory variables are at their 2012/2011 values; clustered standard errors in
parentheses; *** p<0.01, ** p<0.05, * p<0.1. The specification also includes a set of demographic
characteristics and regional fixed effects.
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2.5.2.2 Fee waivers, knowledge of insurance ad scheme understanding

According to scheme guidelines, the poorest 10 percent of households are
eligible for a fee-waiver. Prima facie and on the basis of the information
provided in the previous section, it may be expected that PSNP members
are more likely to belong to this category of households. Our data show
that in both survey rounds only about 3 percent of households join the
scheme with a fee waiver. While this is rather low as compared to the tar-
get, of greater interest is that despite their poorer socio-economic status
there is no evidence that PSNP members are more likely to receive a fee-
waiver. As shown in Table 2.6, the proportion of PSNP and non-PSNP
members with a fee-waiver is the same.

Our data include a series of questions which test understanding of
health insurance in general and scheme-specific knowledge. It is likely that
households with a greater understanding of health insurance and more in-
formation about the working of the CBHI scheme are more likely to enrol.
At the same time it is possible that due to their enrolment in an existing
scheme, PSNP members are more willing to attend the awareness-gener-
ating activities which preceded the launch of the CBHI. Table 2.6 contains
information on differences in understanding of health insurance and
scheme knowledge conditional on PSNP membership. We find some ev-
idence that PSNP participants have a slightly better understanding of the
concept of health insurance, as we find statistically significant differences
for one of the four questions that probe health insurance literacy (i.e.
whether or not CBHI is meant only for sick people).

In terms of knowledge and participation in the CBHI scheme, PSNP
participants are more likely to have attended meetings before the launch
of the CBHI and are also more likely to be involved in CBHI management
- about 16 percent of PSNP members participate in CBHI management
while it is 7 percent for non-members (Table 2.6). This is consistent with
the government’s plan to use the PSNP as a platform to create awareness
and deliver other development and social protection programs which as a
consequence translates into higher participation of PSNP members in the
management of community level positions like CBHI management. Given
the relationship between PSNP membership and scheme involvement it
is possible that a part of the PSNP effect may be attributed to differences
in involvement in scheme management. This does seem to be the case
when we compare the estimates in rows 5 and 6 of Table 2.3. The inclu-
sion of the knowledge and participation variables leads to a 3 percentage
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point reduction in the effect of PSNP. However, the PSNP effect remains
large and as shown in rows 8 and 9 of Table 2.3 and in the detailed esti-
mates (not reported here), there are independent and large effects of

PSNP affiliation and of involvement in CBHI management on uptake and
retention.
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2.5.2.3 Pressure to join the scheme

Scheme membership is supposed to be voluntary. However, survey-based
responses on the main reason for joining the scheme as well as infor-
mation gathered from the qualitative work suggests that enrolment may
not be entirely voluntary. About 10 percent of those who have joined the
scheme indicate that they were pressured to enrol by village level govern-
ment officials. As shown in Table 2.6, this proportion is substantially
higher (15%) among PSNP participants as opposed to non-participants
(8%). The susceptibility of PSNP members to pressure was also revealed
in some of the focus group discussions where respondents pointed out
that the CBHI premiums are at times deducted from their PSNP pay-
ments. For instance an uninsured FGD participant in Oromia region said,

“A kebele official reduced my monthly transfer payment from PSNP and
informed me that the reduced money was for CBHI membership contri-
bution. I said I did not want to enrol in the scheme and asked him to give
me my full PSNP benefit. However, he did not pay me. So, I accused him
to a higher kebele official and I got my money back” [Discussed on De-
cember 23, 2012].

Similarly, an insured FGD participant from Oromia district reported
that,

“In 2012, one woreda cabinet member came and collected the full CBHI
premium by deducting it from the PSNP transfer. I went home with re-
duced transfer payment and I suffered as I didn’t plan on it. All the cabinet
cares about is fulfilling their quota. Not how valuable the money is to our
family” [Discussed on September 8, 2014].

Such views are not restricted to Oromia district and FGDs in other
parts of the country also revealed several instances where officials de-
ducted the CBHI premium contribution from the monthly PSNP benefit
without obtaining the consent of beneficiaries.

To examine the role of pressure in driving the PSNP effect we esti-
mated specifications excluding households who responded that they had
been forced to enrol in the scheme. Dropping such observations did not
have a substantial effect on the magnitude of the PSNP effect suggesting
that the link between PSNP membership and reported (explicit) pressure
is not the main reason behind the PSNP effect.

While explicit pressure may not be the main factor for the large PSNP
effect, the responses from the key informant interviews suggests that
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strong persuasion may often be used. As implied by the response of the
FGD respondent provided above, one of the performance yardsticks of
village level government officials is enrolment in the CBHI which is likely
to lead to overzealous behaviour. Regardless of whether officials were will-
ing to admit the use of pressure, officials provided two core arguments for
their actions. First, they argued that PSNP members are particularly vul-
nerable, unable to afford health care and find it harder to borrow to fi-
nance health care and since the CBHI scheme offers them access to health
care at a very affordable price they need to be encouraged to join.® For
instance an official in Oromia region argued,

“We have to force PSNP members to join CBHI because we know they
will benefit. Getting resources through borrowing is not usually the case
for PSNP beneficiaries as they lack collateral which is needed by lenders
in most cases” [Interviewed on September 10, 2014].

There is a second and perhaps more insightful reason for the pressure
exerted by officials. The same local government officials are responsible
for implementing the CBHI and the PSNP. While the performance target
tor the CBHI is based on uptake the target for the PSNP requires the
construction of public works. In order to meet these construction targets
the officials need to rely on the labour contribution of PSNP beneficiaries
which in turn raises their interest in the health and work capacity of PSNP
beneficiaries. For instance during an interview a village level official re-
marked,

“We inform PSNP members to join the scheme because we want them to
get immediate treatment when they get sick. If they are not treated imme-
diately, it affects their performance in public works. These beneficiaries
do development work and we don’t want them to fall sick so the idea is if
they buy insurance and get care then it may also improve their health out-
comes” [Interviewed on October 31, 2014].

Officials clearly have a keen sense of the links between the two schemes
and their desire to meet the objectives of both the programs creates an
incentive for them to push respondents to join the schemes.

While officials have used pressure and justify their use of pressure,
some respondents were also aware of the benefits of both schemes while
others highlighted their changing attitudes towards the actions taken by
officials. For instance, an FGD participant in Oromia mentioned,
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“I can feed my family with the payment I get from PSNP PW and my kids
can go to school not worrying about whether and what they will eat. Be-
cause of my CBHI, I and my kids can get proper treatment whenever we
get sick. If it wasn’t for CBHI I might have to go around my neighbour-
hood and ask for borrowing which is very difficult” [Discussed on Sep-
tember 9, 2014].

During an FGD, a participant in Tigray region pointed out,
“At the beginning of the scheme, we were not convinced of the benefit
of CBHI and we resisted joining the scheme. I remember the first
membership was deducted from the payment of PSNP and everybody
was opposed to what the leaders did. But now we are the ones nagging
them to renew our membership” [Discussed on June 9, 2015].

2.6 Concluding remarks

Inspired by the low uptake of community based health insurance (CBHI)
in a number of schemes operating in developing nations and the plans of
the Ethiopian government to use its flagship social protection initiative,
the productive safety net programme (PSNP) as a platform to help house-
holds access other social protection interventions, this paper examined the
link between participation in the PSNP and uptake of a recently intro-
duced CBHI scheme. Whether it is possible to use participation in existing
social protection programs to leverage uptake of new programs is a ques-
tion of wider interest and not confined to Ethiopia.

The paper was based on three rounds of panel data, a health facility
survey and information gathered from key informant interviews and focus
group discussions. We found a strong link between participation in the
PSNP and uptake of and retention in the CBHI scheme. Despite control-
ling for a large number of covariates which may influence both PSNP and
CBHI participation we found that participation in the CBHI was associ-
ated with a 24 percentage point increase in the probability of taking out
insurance and a 10 percentage point increase in the probability of renewing
insurance. These large effects are intriguing, especially since the PSNP ca-
ters to food insecure households in food insecure districts.

We considered a variety of explanations which may be responsible for
the higher participation rates of PSNP beneficiaries. We discovered that
a higher proportion of PSNP beneficiaries had chronic illnesses (29 vs. 16
percent), they had attended more CBHI-related awareness meetings and
were more likely to be involved in CBHI management (16 vs. 7 percent).
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However, controlling for these variables did not substantially alter the
magnitude of the PSNP effect suggesting that PSNP participation has a
direct effect on CBHI uptake which is not mediated through variables
which maybe correlated with PSNP status. Survey-based responses to
questions on why households joined the CBHI revealed that about 15 per-
cent of PSNP beneficiaries joined the scheme due to pressure exerted by
government officials while the corresponding figure was 8 percent in the
case of non-beneficiaries. The FGD and KII confirmed the use of pres-
sure, especially on PSNP beneficiaries. Since there are limited differences
in observable traits between PSNP and non-PSNP members it is likely
that the PSNP effect is mainly driven by the use of explicit and implicit
pressure on PSNP beneficiaries.

There were two main reasons offered by officials for strongly advising
PSNP beneficiaries to buy insurance. First, some program officials argued
that due to the inability to finance health care and the relatively lower so-
cio-economic status of PSNP beneficiaries, they should take advantage of
the affordable insurance as it is to their benefit, even if they are not aware
of it. Second, at the village level the same government officials are respon-
sible for implementing both the PSNP and the CBHI and this provides an
incentive for officials to push both schemes as CBHI uptake enhances
access to health care and might reduce illness-related losses in labour con-

tributions which are needed to build rural infrastructure through the
PSNP.

The use of pressure by the administration is contrary to the design of
the CBHI scheme. Nevertheless, what we are able to show in this paper is
that the approach of using participation in an existing social protection
can be successfully used to leverage insurance uptake amongst perhaps the
most economically vulnerable groups in rural Ethiopia. Whether this can
be sustained and whether it is justified, as argued by officials is debatable.
However, if one of the goals is to universalize access to health care in
Ethiopia and other countries in the region, then exploring how roll out of
health insurance may be integrated with other social protection programs
is a policy option that is worth considering.
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Notes

! A shorter version of this essay has been published in Social S cience and Medicine Vol.
176, (2017), pages 133-141. A longer version is also available as IZA Discussion
Paper No. 9833 (2016). The paper is co-authored with Anagaw D. Mebratie, Rob-
ert Sparrow, Zelalem Yilma, Getnet Alemu, and Arjun S. Bedi.

2 A district is classified as food insecure on the basis of the frequency of requiring
food assistance in the ten years preceding 2004. Food insecure households within

such districts are households who fail to produce enough to meet their consump-
tion needs even when there is normal rainfall (MoARD, 2010:8).

3 At the noreda level, discussions were held with officials in the woreda agricultural
office who are directly responsible for executing the PSNP and indirectly involved
in CBHI implementation. The officials interviewed at the &ebele level are responsi-
ble for implementing both programs.

4 The results are not sensitive to these changes and continue to display large effects
of PSNP on CBHI status.

5 Detailed estimates are available on request

¢ The various measures used to determine scheme affordability indicate that the
scheme is equally affordable for both PSNP and non-PSNP members and for a
majority of households - about 70 percent. However, PSNP beneficiaries are more
likely to be in debt they are less likely to have savings accounts and be members of
credit and savings associations (see Tables 2.4 and 2.6).



~ Linking Social Protection Schemes:
The joint effects of a public works and
a health insurance programme in
Ethiopia’

Abstract

Rural households in Ethiopia are exposed to a variety of covariate and
idiosyncratic risks. In 2005, the Ethiopian government introduced the
Productive Safety Net Program (PSNP) and in 2011 launched the Com-
munity Based Health Insurance Scheme (CBHI). This paper analyses the
interaction between the two schemes and their joint effect on health care
utilization, labour supply, asset accumulation and borrowing. The empiri-
cal analysis relies on three rounds of individual-level panel data collected
in 2011, 2012 and 2013 and on several rounds of qualitative work. We find
that individuals covered by both programs, as opposed to neither, are 5
percentage points more likely to use outpatient care and are 21 percentage
points more likely to participate in off-farm work. Furthermore, participa-
tion in both programs is associated with a 5 percent increase in livestock,
the main household asset, and a 27 percent decline in debt. These results
suggest that at least in Ethiopia bundling of interventions enhances pro-
tection against multiple risks and shows the potential of linked social pro-
tection schemes.

3.1 Introduction

As in other developing countries, rural Ethiopian households are exposed
to a variety of natural, economic and health risks (Yilma et al., 2014). Con-
tinued dependence on rain-fed agriculture as the main livelthood source

(D1 Falco et al., 2011; Tilahun et al., 2011) coupled with the lack of well-
developed credit and insurance markets, intensifies the effects of these
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risks. For instance, in the absence of health insurance, exposure to a
health shock may lead to borrowing and selling of assets and reinforce
existing poverty and in turn harm the ability of households to cope with
non-health related risks. The potential interplay and mutually reinforcing
negative effects of different types of shocks suggests that effective social
protection may require the simultaneous implementation of multiple in-
terventions.

There is a large literature which has examined the effect of specific so-
cial protection instruments. For instance, in the context of low and middle
income countries a number of papers have demonstrated the effect of cash
transfer programs on nutrition, health and educational outcomes (Beh-
rman and Hoddinott, 2005; Fiszbein and Schady, 2009; Gertler, 2004), the
effect of public works programs on asset-building, climatic risks and food
security (Anderson et al., 2011; Gilligan et al., 2009; Subbarao, 2003; Sub-
barao, 1997; Ravallion, 1991) and the effect of health insurance schemes
on health care utilization and financial protection on the one hand (Lim-
watthananon et al., 2015; Mebratie et al., 2013; Klohn and Strupat, 2013;
Bender, 2011; Baeza and Packard, 2006; Escobar et al., 2010; Pagan et al.,
2007; Wagstaff and Pradhan, 2005) and on borrowing and assets sales on
the other (Yilma et al., 2015).

Despite this large body of work, papers which have examined the inter-
linkages between different social protection instruments and the joint ef-
tect of participating in multiple social interventions on welfare outcomes
are scarce.” Indeed, based on their analysis of intervention programs op-
erating in seven countries, Slater et al. (2016) point out that there is limited
coordination between agricultural and social protection programs even
though they often target similar households and have similar aims. Recent
policy declarations also urge greater cross-sectoral coordination and call
for social protection interventions to be integrated within broader food
security and nutrition programming (Committee on World Food Security,
2012). To investigate the payoff from combining interventions, Daidone
et al. (2015) analyse the joint effect of Malawi’s, Farm Input Subsidy Pro-
gram (FISP) and Social Cash Transfer Program (SCTP), which target poor
and ultra-poor households, on household expenditure and production.
They find that participation in both programs has a larger effect on pro-
duction (22%) and on expenditure (15%) as compared to the sum of the
individual effects. In contrast to these complementary effects, in their
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analysis of the joint impact of a cash transfer program and a livestock in-
surance scheme in Northern Kenya, Jensen et al. (2015) find no evidence
of positive synergies. They attribute this to the minor overlap in coverage
between the two programs. Similarly, in their analysis of the joint effects
of a conditional cash transfer program (PROGRESA) and a program
linked to agricultural production (PROCAMPO), Handa et al. (2010) tend
to find zero effects except in the case of health visits where there is a neg-
ative effect which the authors attributed to time conflicts.

In the Ethiopian context, Berhane et al. (2014) examine the effect of
the Productive Safety Net Programme (PSNP) and the community-based
nutrition (CBN) program in localities where both schemes are operating.
Their investigation reveals that there are no joint effects on various indi-
cators of child nutrition. However, they also point out that the two
schemes are “loosely meshed” and are co-located but not linked program-
matically. While our paper also focuses on Ethiopia, there are differences
in terms of the scheme interactions that we explore and the context.

In 2005, in order to enhance food security in chronically food-insecure
areas, the government of Ethiopia launched the PSNP which requires la-
bour contributions in return for payments in cash or kind. In 2011, to
enhance access to health care and provide financial protection the govern-
ment launched a pilot voluntary Community Based Health Insurance
(CBHI) scheme. In a related work, Shigute et al. (2017) have examined
whether participation in the PSNP may be used to encourage CBHI up-
take.” Motivated by the findings that PSNP participants are substantially
more likely to enrol in the CBHI and by the limited research on the joint
effects of multiple social interventions as well as the potential offered by
program-bundling in enhancing social protection, this paper examines the
joint effect of the PSNP and the CBHI on various outcomes. While a
more detailed discussion of the potential interactions between the two
schemes appears later in the text, consistent with the motivation for
launching the CBHI we expect that individuals and households enrolled
in the CBHI scheme will be more likely to use heath care and less likely to
rely on asset sales and borrowing to finance health care. Similarly, we ex-
pect that since they receive payments in lieu of their labour contributions,
PSNP participants will have higher off-farm labour contributions but
should also be less likely to rely on asset sales and borrowing in the event
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of shocks that threaten food security. Thus, the paper focuses on the ef-
fects of the two schemes on health care utilization, off-farm labour supply,
asset accumulation and borrowing.

The paper relies on three rounds of individual panel data. The first edi-
tion of the individual data was collected in 2011, that is, before the launch
of the CBHI and subsequent rounds were collected in 2012 and 2013. We
also draw on qualitative information collected through key informant in-
terview and focus group discussions conducted in 2012, 2014 and 2017.
To preview our results, we find that individuals covered by both programs
as compared to those not covered by either of the programs, are 5 per-
centage points more likely to use outpatient care from modern providers
and are 21 percentage points more likely to participate in off-farm work.
Furthermore, participation in both programs is associated with a 5 percent
increase in livestock, the main household asset, and a 27 percent decline

in debt.

The paper unfolds by providing in the next section a brief description
of the two programs. Section 3 discusses the data while section 4 outlines
an analytical and an empirical framework. Section 5 discusses the findings
while section 6 contains concluding observations.

3.2 PSNP and CBHI: Key features

This paper investigates the joint effects of two important social protection
schemes, the PSNP and the CBHI on various outcomes in Ethiopia. The
PSNP is the Ethiopian government’s flagship food security program and
the CBHI, which has been rapidly scaled up since its introduction in 2011,
is expected to help households deal with the costs of financing health care.
The following paragraphs describe the key features of the two programs
relating to the objectives of the current essay.

Before 2005, etforts to enhance food security and deal with natural dis-
asters, chiefly drought, were based on providing emergency assistance
(MoARD 20092, MoARD 2005). With the objective of relieving house-
holds from dependence on emergency assistance, the government in col-
labouration with donor agencies designed the PSNP. The PSNP attempts
to shift the trend from meeting short term food needs to addressing the
root causes of food insecurity by building durable community assets —
mainly natural resource management projects designed to reduce soil ero-
sion, control floods and harvest and conserve water (MoARD 2009b,
MoARD 2010).
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The program focuses on food insecure households residing in food in-
secure areas. Participation is not voluntary but is based on a combination
of geographical and community-based targeting. At the first stage, govern-
ment officials identify food-insecure districts on the basis of previous food
aid allocation data. Within districts, local administrators identify chroni-
cally food-insecure villages and allocate the PSNP resources within these
villages. Household-level targeting is based on selecting households who
have received emergency aid in the past and on other criteria such as assets
(landholdings, livestock), income from non-agricultural activities and from
alternative sources of employment. However, communities have the dis-
cretion to modify this approach and to annually update their lists of food-
insecure households based on local conditions.

The program differentiates between two types of beneficiaries - direct
support and public works - and offers support in cash or in kind to eligible
households with no able-bodied members while public works beneficiaries
receive payments on the basis of their labour contributions to public
works projects.” In the short run, the program expects to enhance food
security by meeting the immediate needs of food insecure households and
in the medium to longer run by preventing sales of productive assets and
promoting sustainable livelihoods through the construction of rural infra-
structure.

Unlike previous food security efforts, a key objective of the PSNP in
its current design is to integrate existing and future development interven-
tions. As stated in the Program Implementation Manual (MoARD, 2010:
0), “The PSNP is not a project but a key element of local development
planning.” This approach has been re-emphasized in the most recent
PSNP design document (MoA, 2014: 3) which aims to ensure that “poor
and vulnerable households benefit from an essential suite of services in-
cluding safety net transfers, livelihood interventions, key health and nutri-
tion services, community assets constructed through public works and
support to households up to, during and beyond safety net graduation to
ensure that the improvements they have achieved are sustainable.”

Turning to the CBHI, over the past decade, Ethiopia has invested heav-
ily in its rural health infrastructure and recorded notable progress in a
number of population health outcomes (see Mebratie et al., 2015). For
instance child mortality per 1,000 live births has fallen from 166 in 2000
to 88 in 2011 and maternal mortality rates have declined from 871 to 676
per 100,000 live births (Mebratie et al. 2015 and Federal Ministry of
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Health, 2011). Despite these improvements and investments in infrastruc-
ture, as is evident from the figures, challenges remain. Despite increases
in utilization of some specific services, overall utilization rates remain low.
According to the Ethiopian Demographic and Health Survey, in 2011, an-
nual per capita outpatient health care utilization was about 0.3 visits, that
is, 3 visits for every 10 persons. This low utilization rate is accompanied
by a high reliance on out-of-pocket (OOP) payments to finance health
care.”’ In particular, Yilma et al. (2014) show that households finance
health care, in decreasing order of importance, by dissaving, asset sales and
borrowing. ¢

In response to this situation, in June 2011, in an attempt to enhance
access to health care and help defray costs care while at the sa