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Abstract

Community-Based Health Insurance Schemes (CBHIgg flaurished all over the developing
world. CBHI is a not-for-profit type of health insince that has been used by poor people to
protect themselves against the high costs of sgekiedical care and treatment for illness. In
principle, CBHI schemes are designed for people Vi and work in rural areas, or in the
informal sector. Most often, these people are undbl access adequate public, private, or
employer-sponsored health insurance. Significarily,reaching those who would otherwise
have no financial protection against the cost loiegs, CBHIs also contribute to equity in the
health sector. However, many schemes do not perfegtihdue to a number of problems related
to their implementation. This study examines ttlenproblems related to the implementation of
CBHlis in the developing world. In addition, the dyupresents possible strategies to overcome
those problems. It also draws lessons from the chg&vanda, generally considered a success
story in the implementation of CBHls.

Methodologically, extensive literature review amfiormal interviews are two methods used to
tackle the research questions.

The review found that the main challenges of CBH @elated to insurance risks that include
adverse selection and moral hazard. There arechlsitenges related to the context in which
CBHlis are launched such as the absence of forreatance culture and poverty, which lead to
low levels of revenues that can be mobilized fromorpcommunities. Furthermore, the study
discusses problems related to design featureshinater the performance of CBHI. Those
problems include, among others, the small sizehefrisk pool, under pricing and the limited
management capacity that exists in rural and loxefime contexts.

To remedy to those problems, the literature prepddifferent strategies: increased and well
targeted subsidies to pay for the premiums of lowome populations; educational and
awareness-raising programs for behavior changedatary enrollment to fight against adverse
selection; regular training to enhance managemnigitg;sand community participation

Finally, the study draws lessons from successestai implementation in Rwanda.

Key words: social protection, Social risk management, gooceguance, poverty and culture
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PART |: INTRODUCTION AND METHODS

[.1INTRODUCTION

I.1.1 Background of CBHIsin developing countries
Thirty-five years after the Declaration of Alma-Atan estimated 1.3 billion people worldwide

still lack access to the most basic levels of heedtre. Although the right to social security and
health is well established in international lawyvgmments and international donors are still
failing in their responsibility to guarantee thesghts to millions of people. In poor countries,
the challenge is to finance systems that will d=lithat right (Appiah-Denkyira and Preker,
2005).

Throughout decades of underfunding of health systbgngovernments as well as donors, an
important mechanism for financing health care iorpoountries has been user fees. However,
there is now a growing international consensus tiedr fees are an inequitable form of
financing, an impediment to health access, andusecaf impoverishment, and that concrete
measures need to be taken to abolish them. Eaah 8@ million people are pushed into

poverty by the need to pay for health care (JOlGON2008, 4).

Residents of rural communities are often unablebt@in necessary medical care outside of the
main harvest season because of their inabilityap fpo address the issue of health financing
mechanisms — user fees — some countries like MaadiZambia waived user fees for the poor.
Malawi initiated an Essential Health Package (E#P2004 to deal with common causes of

morbidity and mortality that disproportionately leaan effect on the poor. Zambia abolished
user fees in health for rural households in 200&vg user fees was seen as an efficient tool

for bridging the socio-economic divide and imprayimealth equity (Sambo 2012, ii).

1 1n 1978 two United Nations organizations, the Watkhlth Organization and UNICEF, held a joint
conference at Alma Ata in the Soviet Union at whiglalth was described as a human right to which all
people were entitled (Baum Fran, 2007:34).



However, the abolition of user fees was consideogdsome actors in the international
community as an ineffective solution. They propo#eat health insurance mechanisms would

close health financing gaps and benefit poor people

Health insurance encompasses risk-sharing. It ppased to reduce unforeseeable or even
unaffordable health care costs (in the case ofsiy to calculable, regularly paid premiums. But
in Africa, public and private health insurance aoaémost exclusively the formal sector, and

therefore achieve a coverage rate of no more tBgmetcent of the population. The majority of

African citizens — informal sector workers and tieal population — don’'t have access to this
kind of social protection (World Bank 1994).

As a response to the lack of social security, tegative side-effects of user fees and the
persistent problems with health care financingjotes types of community financing, especially
for urban and rural self-employed and informal seetorkers have been recently proposed as a
way forward (WHO 2001).

Community financing is defined in Dror and Prek2@@2, 2) as “a generic expression used to
cover a large variety of health-financing arrangetse . . micro-insurance, community health
funds, mutual health organizations, rural healurance, revolving drug funds, and community

involvement in user-fee management” (Ekman 2004, 1)

Bjorn Ekman argues that there is strong eviden@ tdommunity-based health insurance
provides some financial protection by reducing oupocket spending. There is also evidence of
moderate strength that such schemes improve costeey. However, there is weak or no

evidence that schemes have an effect on the qudlitare or the efficiency in which care is

produced (Ibid).

According to the World Bank, a number of CommunBgsed Health Insurance Schemes
(CBHIs) are growing rapidly; however, they cautibat many schemes do fail (Tabor 2005, 5).

John Ataguba argues that " Many African countriegluding Nigeria, Tanzania, Kenya,

2



Uganda, and Cameroon have community-based healtinaince schemes that offer protection
for the poor but are unsustainable because pogol@ammn't contribute enough premiums to

maintain the schemes," (Appiah 2012,1).

Only Rwanda and Ghana appear to have made sigttifpzagress toward providing universal
health coverage through a national health insuraebeme for the majority of their citizens
(Ibid.).

Accordingly, this study has been formulated to Iy the problems related to the
implementation of CBHIs and to offer possible sigas to overcome those problems. The
study also draws lessons from the success stoassRwanda, a country which has successfully

implemented the CBHIs at the national level

I.1.2 Background of Community Based Health Insurance in Rwanda

In Rwanda, the culture of community-based healguiance systems can be traced back to the
1960s when associations like Muvandimvae Kibungo (1966) and Umubano mubdnde
Butare (1975) were established. However, thesemaamty-based health insurance initiatives
were further developed with the reintroductionted payment policy in 1996 (Ministry of Health
2004, 4).

In the Pre-Genocide period, the Rwandan visionhialth care was supported by the Bamako

Initiative® of 1988. This initiative, adopted by many Sub-Sahanations, aimed at revitalizing

2 Muvandimwe means “ A sibling”. So, this assoaativas named like that because its members coesideemselves like
siblings aiming at helping each other.

3 “Umubano mubantu means “The good relationship anpmople. Those associations were initiatives opfeewho wanted to
come together in order to cope with the out of gbtiealth expenditure. .

* "The Bamako Initiative is a joint World Health Ordgation/ United National Children's Fund (WHO/UNIEEInitiative
aimed at solving the problems in the financing winary health care in sub-Saharan Africa. It wastzhed in September 1987
at a regional WHO meeting, where Mr Grant, diredbtUNICEF, dealt with the severe economic crisasfg sub-Saharan
Africa, the negative effects of adjustment prograamn health, and the reluctance of donors to meatio fund recurrent costs
of primary health care programmes. The Bamakadalive was then taken as a means of increasingsadoeessential drugs
through community participation in revolving drugnfis. ). By late 1994, the Bl was implemented in 33 ddas, 28 of which
were in Sub-Saharan Africa, five were in Peru, Waeh, Yemen, Cambodia and Myanmar.( Jakab & Krist2@drg,21)



health care strategies and strengthening equiggdess to health care via decentralization to the

local levels (Kayonga 2007, 1).

Following the Bamako Initiative, Rwanda decentmdizhe management and district-level care

strategy with the development of provincial-levehtih offices for health system management.

Although progress was made towards decentralim@gagement to the province-level, and
even furtherto the district-level, this progressswisrupted by the 1994 genocide against the
Tutsi (Ibid). As a consequence, Rwanda became govarished country with a largely

destroyed health infrastructure dependent on iatemmal assistance for the provision of health

services.

With the advent of peace, the government beganildéhg the health system with focus on
decentralizing management, building infrastructuaaed strengthening communities’ role in
managing and co-financing health-care. In an attemap increase utilization rates, the

government abolished user fees between 1994 artj irgking health care free to all.

However, this system lacked accountability mechmasislt creates weak incentives for service
providers to reach rural and poor populations;aswvalso under-resourced and poorly managed

system which negatively affected quality and a\mlity of healthcare (ibid)

To address that situation, the government re-uristit user-fees in 1996 to supplement the
budget and improve the system. This led to a fiagt th utilization of health care services and to
increasingly deteriorating health outcomes. By 1888lth care utilization had dropped to 0.2
consultations per person per year from a natiamatage of 0.2 in 1997 , well below the WHO
recommendation of 1 health consultation per persen year, and fewer than 10% of the
population had health insurance (Schneider and R, iii). This sharp drop in health service
use, combined with growing concerns about risingepty, poor health outcome indicators, and
a worrisome HIV prevalence among all populationugg motivated the Rwandan government
to develop a Community-Based Health Insurance (GBsitstem. This CBHI, known as

“Mutuelles de santavas an attempt to increase the use of healttammaces especially for poor

people from the informal sector, expand health cye improve resource mobilization,



improve community participation, and strengthen aggment capacities of health services
(ibid).

In 1999 the Rwandan government through its Ministiyhealth, in partnership with the local
population, initiated 54 CBHI pilot programs, whialere implemented in 3 districts: Kabutare,
Kabgayi and Byumba. After the pilot program, theHI8were scaled up to the whole country;

they are now operating in all 30 districts that mak Rwanda (Sebatware 2011, 17).
Organization and management of CBHI in Rwanda

Community based health insurance schemes in Rwandanonly called Mutuelles de santg
function in conjunction with the small number ofvate insurance companies in Rwanda, as
well as two other government and employer basaegamee programs known as Rwanda Health
Insurance SchemelLd Rwandaise d’Assurance Maladir RAMA) and Military Medical
Insurance (MMI). RAMA is a health insurance schefae public servants and individuals
working in the formal sector and their dependefitee premium under this scheme is shared by
both the employer and the employee. MMI provideslth insurance for members of the
Rwanda Defense Force and their dependents whilatprhealth insurance covers mainly self-
employed and private company employees (MoH 20)0Mbituelles de santé insure people
from the informal sector, who are not insured by ather insurance. These are autonomous
establishments that are managed by their membées.r@gulations and rules governing the

schemes program and its functioning are adoptaddayed members.



The following organizational structure demonstratesv “Mutuelles de santé”is highly
decentralized (see Figure 1), relying on existiojmmunity-based health structures at the district
and local levels to provide a majority of manageaerd administration of services, with only
top-level policy and administration coordinatedtbg central government.

Structure of Rwanda Health Insurance

Regulation

Finance

Payment

Advisor

Figure 1: New Structure of Rwanda Health InsurgBigetem

Source: Ministry of Health (2010, 15).

According to the Ministry of Health policy, CBHI ercoordinated at the district level, where
each of the 30 districts of Rwanda hostsands de Mutuelle de SantéThese are managed by
a director, appointed by Order of the Minister irage of health. At each health center at sector
levefis a CBHI section, which includes an implementatinit, which is managed by an
administrator. In every village, cell and sectdrere is a mobilization committee for CBHI,
consisting of members elected by the populatioraftwo year renewable mandate (MoH 2010,
7). The mobilization committee is also responsiiole collecting contributions and sensitizing

the population; it also participates in the managenof CBHI at sector and district levels.

5 A Sector: is A third level administrative subdigis made of many cells and then villages and rislen District
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At the national level, the services offered — a thference hospitals — are paid for from the
National Risk Pool. At the sector level, servicesvided —at the health centre —are financed
though membership contributions of the populatiorolbed. While at the district level,
financing is composed of funds from a variety ofirses: district, théMutuelle sections and
transfers from the Risk Pool and other partnerg Nhtional Risk Pool is mainly funded by the

Government, through cross-subsidization with otheurance schemes.

Furthermore, contributions are made on an annusisbend have to be made three months
before. This avoids self-selection problems, egbigcior sick persons. This system takes into
account the low purchasing power of the great nitgjaf the Rwandan population through

subsidies provided by the government and developpeiners.

It should be noted that whenever an enrolled membeins health services, he or she pays 10%
(ticket modérateyrof medical care costs. This is meant to conwolnioral hazards, which may
arise due to overusing of health services (Ibid).6-In addition, for any household to be entitled

to benefits, all household members have to fully thair premiums.

Although, community based health insurance is vialyn the current law on community based
health insurance specifies that every person whmees in Rwanda, who is not insured under

any other health insurance schemes, must join coritybased health insurance schefnes

At the beginning —during the pilot phase —the ahpuamium fees for enrolment was fixed to
RWF 2, 500 (almost US $ 4) per family (Sebatwar&®QL6-17). In case of sickness people

shouldvisit the nearest public, or church-owned- headthters for treatment.

After realizing success in the pilot CBHI in impmog access to health services and preventing

financial risks, these schemes have become verylgoguch that community and political

® See Law N° 62/2007 of 30/12/2007, related to thaldishment, organization, functioning and managyenof
community based health insurance. Availablehtp://www.cbhirwanda.org.rw/documents/Mutuelle%20Lpdf
(accessed on 27 January 2013 ).




authorities tried to scale them up at national lleire 2007, the annual subscription was then
raised to RWF 1000 (around US $ 1’8)er person per household per year. This increase w
made so as to raise internal resource mobilisdtorsustainability of community based health
insurance and to improve health services provisinod expanding basic package of curative
services (Sebatware 2010, 17).

Various studies have demonstrated that a contabidystem based on the relative revenues of
their members will increase equity and strengttenfinancing of the CBHI System in Rwanda.
At the same time, a contribution system raises dtimeesources and reduces dependence on
external financingBesides ensuring financial sustainability, the prens extend members’
medical service access to all hospitals, incluglingate hospital and pharmacies and enlarge the
package for Universal coverage (Ibid, 19).

Consequently, it been decided that a system atifstation by dividing members into 3
categories based on Ubud@leeiteria should be introduced. The lowest contirugroup will
comprise the first and second Ubudehe category.niidele contribution group will consist of
the third and fourth Ubudehe category, and thedsghontribution group will consist of the fifth
and sixth Ubudehe category (MOH 2010, 11). For CRidhtribution group 1, an annual
premium of RWF 2,000 will be paid. As this groupcemprised of the most vulnerable and
poor, it is envisaged that their contributions Ve paid by a third party, either the Government
or development partners. Contribution group 2 Wwél expected to pay RWF 3,000 per person;
and group 3 will pay RWF 7,000 per person (Ibid).

It should also be noted that all those changeseémjums took place because Rwanda wanted to
shelve its old policy of voluntary participation carflat rate premiums, in favor of a new
compulsory community-based insurance scheme inhwpremiums paid by citizens will be
stratified and more directly based upon abilitypty. According to Rwanda’s minister of health

Dr. Agnes Binagwaho, “The voluntary, flat-rate stlgewas never meant to be permanent.”

" The exchange rate (RWF) in 2007 was 1 $ USW&555.50

8 Ubudehe is a community-based targeting mecharfistrcategorizes the Rwandan population accorditigeio
revenues and vulnerability



Rather, it was adopted for simplicity’s sake whiea government first introduced the concepts of
health insurance and prepayments in 1996 (Vogell2@) Binagwaho added that, “What
people were paying and will be paying is still lawver than what they're using. It's not fair for
government to give subsidies at the same timehiasd who can pay and those who cannot pay.

We are going to put the system in danger.” (ib)d, 1

As Rwandans are now familiar with the concept @payment for health care, the country must
regularly adjust premium levels to keep the sydiaancially sustainable. This is emphasized by
the minister of health when she argued that theegowent will still have the same
responsibilities for people living in extreme payerand will continue to subsidize their
premiums through block grants to administrativerdits (Ibid, 2).

.2 RESEARCH FOCUS AND QUESTIONS

Given the limited time allocated to this study,nh anable to explore CBHlIs in all developing
countries. The main focus will be given to the cab&wanda; however, the research will be

compared to findings from other countries of thealeping world, where necessary.

The study focuses on the CBHIs in Rwanda for a rernd reasons. Most importantly, the
country has scaled up coverage of CBHIs from justied 35% in 2006 to almost 85% in 2008.
Such rapid growth and coverage is unprecedentetiaenhistory of CBHIs (Mladovsky and
Mossialos, 2006). Secondly, CBHIs in Rwanda havenba&ccorded a central place by policy
makers; this means they are integral in the coimtrgalth program. That signifies that they
have strong administrative and political suppont é&xpansion and functioning. Third, the
experiment has attracted so much interest to thenexhat other countries are considering the
Rwandan model as an alternative vehicle for hesdtttor financing and delivery of basic health

services (Shimeles 2010, 6).

These reasons led me to choose Rwanda as my calsg ist order to draw lessons from its

success so that it potentially serves as modeadtfeer developing countries.

The research questions are formulated as follows:



What are the known problems in implementing comnydbased health insurance policies in

developing countries?

Why do many developing countries fail to implem€®HIs?
Which strategies help to overcome implementatiabigms?
What are the lessons from Rwanda’s case?

The research is divided into three main parts. Baet provides the introduction and methods
used to carry out this work. The second part regikey concepts and theoretical frameworks,

while the third section discusses the findings éugeh draws conclusions.

I.3RESEARCH METHODOLOGY

I.3.1Literaturereview

This study is purely qualitative research sincs ifocusing on meanings rather than measuring
guantifiable phenomena (Chambliss and Schutt 2096;197). This study is based on an
extensive review of literature in scientific res#aarticles, books and reports from World Bank,
UNDP , WHO and national government policy & repoots implementation of CBHIs in

developing countries.

Reviewing and interpreting literature within thecsd sciences, the study is, in my opinion,

within the hermeneutical approach. In this respiet,thesis will not be founded on brute facts,
but on readings of meaning, which again are infteenby both the writer's and the researcher’s
self interpretation, our previous experiences, Kedge, readings, culture, values and other
references in our lives (Martin & Mclintyre, 1994).

The selected literature for the thesis is direotliated to the research question and the topic of
the thesis and the findings have foundation inliteeature. To further ensure a reliable and valid
research, searching and selecting literature isgodone systematically. The following search

engines are used: Bibsys, Google Scholar, Pub Mddhaademic Search Premier.

10



3. 2 Interviews

Apart from literature review, qualitative interviswwill be conducted in order to get

supplementary information not found in the literatteview.

The qualitative research interview seeks to descaid to understand the meanings of central
themes in the life world of the subjects. Theresexivo forms of qualitative interviews:
individual interviews, also called in depth-inteswi where one individual is being interviewed
by the researcher; and the focus group method,haikia form of interview with several people
at the same time (Bryman 2004, 318). In focus grauerview, the researcher actively
encourages discussion among participants on thestab interest. In the case of this study, |
will conduct both individual interviews and focusogp. However given the limited financial
means and time frame available, individual intemgewill be limited to the managers of CBHI
schemes and focus group will be held with beneiesain 2 health facilities. The results from
interviews will help me to understand the real peals encountered by the users of CBHiIs in

Rwanda and to know what are the solutions or gjie¢eo solve those problems.

PART |I: KEY CONCEPTSAND THEORETICAL FRAMEWORK

[1.1KEY CONCEPTS

This section explains first what a CBHI is and tliiscusses about other relevant concepts that

are related to CBHIs such as social protectiondggmvernance, poverty and culture.

11.1.1 What is Community-based health insurance

CBHlIs are called by many different names, includingicro-insurance, community health

finance organizations, mutual health insurance reelse pre-payment insurance organizations,

voluntary informal sector health insurance, muhedlth organizations/ associations, community

health finance organizations, and community sel&ficing health organizations (Tabor 2005,

13). There is little to distinguish one from anathexcept that some terms are more commonly
11



used in one part of the world than another. Fongte, in the anglophone literature, the terms
Community Health Insuran@ndCommunity-Based Health Insuranaee used most frequently.
Less common is the descriptdMutual Health Organisationalthough its French equivalent
Mutuelle de Santis widely employed irfrancophone Africa, thereby emphasizing an undeglyi

social dynamic (Soors Werner et al. 2010, 17).

In fact, community-based health insurance (CBHInisot-for-profit mechanism based upon
solidarity among a relatively small group of peof@@HI schemes vary a great deal in terms of
who they cover, how, for what, and at what cose Tajority of CBHI schemes operate in rural
areas, and their members are relatively poor. Hse-known examples are the schemes in Africa
known asmutuelles de santdoint NGO 2008, 10). They are deemed as “lodéihtive which

is built on traditional coping mechanisms to pravidmall scale health insurance products
specially designed to meet the needs of low-incéroeseholds ” (Carrin et al as cited in
Mugisha and Mugumya 2010, 181).

CBHI is also considered asany program managed and operated by a commursgdba
organization, other than government or a privatepfofit company, that provides risk-pooling
to cover the costs (or some part thereof) of heedite services. Beneficiaries are associated
with, or involved in the management of communitgdxh schemes, at least in the choice of the
health services it covers. It is voluntary in natdormed on the basis of an ethnic of mutual aid,
and covers a variety of benefit packages. CBHIsbaamitiated by health facilities, NGOs, trade
unions, local communities, local governments orpavatives and can be owned and run by any
of these organizations (Jutting in Tabor 2005, 13)

Schemes laid out by government within a roadmapatdss universal coverage might maintain
the principle of voluntary affiliation (in rural @) or make a deliberate choice for mandatory
affiliation like in Ghana and Rwanda (Soors Wereteal. 2010, 16).

To sum up, the term community-based health ins@@&ased in this study to refer to any non-
profit health financing scheme, which aims primaal the informal sector and formed on the
basis of an ethic of mutual aid and the collecpamling of health risks, and in which the
members participate in its management.
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I1.1.2 CBHIsas social protection and social risk management instrument

Social protection is broadly and traditionally defdl as public interventions to assist
individuals, households and communities better rganesk and provide support to the critically

poor’ (Holzmann and Jgrgensen 2001, 530).

However, the application of social risk managemextends social protection as traditionally
defined since it goes beyond public provision sk management instrument and draws attention

to informal and market-based arrangements and éfffeictiveness(ibid, 531).

In fact, Social protection has emerged to expaaditional social security measures protecting
people within the formal structures of employmeot,incorporate those people, in poverty,
operating outside of formal employment structufescording to the World Bank, the informal
sector constitutes up to 80% of the workforce inasf (Coleridge 2005). The majority of people
from informal sector are not covered by any kindso€ial security though are more exposed to

risk

It should be noted that Social Risk Management (pREmework is based on two important

assessments: (i) The poor are typically most expaseliverse risks ranging from natural (such
as earthquake and flooding) to manmade (such aangainflation), from health (such as illness)

to political risks (such as discrimination), ang {he poor have the fewest instruments to deal
with these risks (such as access to governmentigadvincome support and market-based
instruments like insurance) (Holzmann 2003).

As consequences, the poor are the most vulneraldediety as shocks are likely to have the
strongest welfare consequences for them and thevhiperability makes them risk averse and
thus unable or unwilling to engage in higher riggier return activities. Access to SRM

instruments would allow the poor more risk-takimgl dhus provide them with an opportunity to

gradually move out of poverty (Holzmann and Jorgerz001).

The instruments of social protection are varied Anohdly fall into the categories of social
insurance and social assistance. Thus, CBHI isobriee instruments used to protect people,

especially the poor from informal sector, agaireslth risks.
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There are a number of ways in which the Governngantassist in the management of health
risks of the poor. This includes, for example, ioy@d provision and targeting of publicly

provided health services to the poor; financing ith&usion of the poor in social or private

insurance schemes; and by investing in programis atea complementary to improve health
standards, such as clean drinking water, sanitatioth good nutrition, in poor regions.

There are also ways in which low income communitias improve the management of health

care risks, in partnership with Central Governmeend other sources of care.

Those ways range from informal/individual to fornmades. In the range of informal/individual
ways, households have many ways of avoiding, ntitigaand coping with the financial
consequences of health risks. This includes priveé®ings, reciprocal lending, asset
accumulation/sales, and changes in labor allocatemuced consumption, and participation in a
variety of formal and informal savings or mutualnbBt groups. Informal insurance
mechanisms, which involve reciprocal exchange thindocal groups, work reasonably well for
some risks. Nevertheless, all of these coping nmeshes may prove insufficient to meet health

costs, particularly if hospitalization is involvedd illness is prolonged. (Preker et. al. 2001)

Concerning community based health insurance systemi$fers from those informal insurance
or other traditional forms of reciprocal exchangeaffers ex-ante, well-defined protection with a
more reliable premium, compared to traditional rasge, in which the transfers are made ex-
post and the transfer amount unknown. Informalrgyeanents generally cover a variety of life-
cycle, income and health risks, while CBHI is liedtto defined health risks (Tabor 2005, 14).
Thus, CBHI is deemed to be a better tool to de#i Wwealth risks for the poor than using coping

mechanisms.

11.1.3 CBHIs and good gover nance
CBHI schemes are only able to develop because rohgtpolitical stewardship and the

development of appropriate legislative framewogsother condition not yet satisfied in many

poor countries.
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Several developing countries, however, have omienttoduce specific regulations with the aim
of scaling up CBHI as part of their national healyistems (Joint NGO 2008, 12).

For example in Rwanda, the Government has showmastiship by stimulating improved
democratic governance in the health sector; the IGBie therefore invited to engage in
transparent and participatory decision-making. #£eeheme has now a general assembly, where
members are able to interact with the scheme’s @dtrative council about needs, concerns,
suggestions for improvements etc. This interactuith the local communities also appeared to

have a constructive effect upon discussions angidaes concerning health at the district level

According to Carrin, the Government plays four tagkat of adviser on the design of CBHIs,
monitor of CBHI-related activities, trainer and tlzd co-financier. Talking about the design of
CBHIs, Government should be seen to steer CBHIghéndirection of a national system of
universal coverage and financial protection. Hére Government intervenes in design CBHI
policy in a way that prevents the problem of adeesslection by recommending not enrolling on
individual basis but rather on a family basis (€aR003, 26). To be sustainable, CBHIs depend
on a larger risk pools because the small scheme®toonstitute a solid risk pool capable of
insuring its members adequately. Thus the Govertrhas the task to scale up the CBHI at
national level in order to avoid the problem of #miak pooling. The government has also to

make sure that the package offered by CBHI refitehealth care needs of the population

Next to the tasks of adviser on the design of CBByernment can offer to monitor the basic
performance of each CBHlIs, track progress acrossdifferent schemes through time, and
perform comparative analysis. Monitoring should bet understood as passive, but enables
Government to stimulate the establishment of CBHIsignal problems to existing CBHIs and

to offer practical advice concerning these problefbsd, 27)

The results from monitoring and the promotion atég also provide a natural input into
training activities that Government could organiZée scope of these training activities can
cover the entire range of issues that concern 8tabkshment and adjustment of health

insurance, i.e. determination of the benefit paekagd of the contributions, collection of the
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contributions, issues of delay in payment of cdwttions and non-compliance, management

information systems and the establishment of heastlrance development plans (ibid.)

Concerning the co-financing task, Government cday @ substantial role in enabling
membership of the low-income groups in CHIs. Fiasthe level of a CBHiIs itself, Government
could subsidize, partially or fully, the contribomis of the poorest. These subsidies would be
financed out of general taxation revenues. Goventrneuld also come to an agreement with
donors, however, allowing them to reallocate patheir funds as subsidies (ibid.)

[1.1.4 Poverty and CBHIs

CBHlIs often target people from informal sector avitb are, in most of time, poorest category
of the rest of the community or nation. This sattwill explore the link between poverty and
the success of CBHIs especially when it comes ¢optiyment of premiums. Before exploring

that implication, it is deemed necessary to defihat is poverty?

Poverty can be defined in terms of material depiovain terms of income as well as lack of
access to resources, services and basic inform@docados 2006). Further dimensions can be
added such as "exclusion from social support neta/d (Norton et al 2001, 48); a “state of
relative powerlessness” (Oxfam in Green 2008, &f) a lack of opportunities and choices
(UNDP in Bush 2007). Poverty can be absolute whareival and subsistence is paramount, but
relative poverty, as depicted by Townsend in 1939 relation to societal norms and whether

people can do “what is socially expected of the(&lcock 1997, 85).

In fact, widespread absolute poverty among potent@mbers can be a serious obstacle to the
implementation of insurance. If people are strugpfor survival every day, they are less willing
to pay insurance premiums in advance in order ¢éosesvices at a later point in time. A positive
impact of health insurance on equity and accesd beigloubted if a large proportion of the

population cannot even afford CBHI membership (Wiasn and Jitting 2000, 15).
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Social exclusion may persist even if barriers tceas are reduced for part of the population, and
exemption mechanisms for the poorest or slidingesdar premiums that might be a remedy are

not easy to implement.

In Developing countries because of the big nundlbéhe poor, the governments are not able to
assist all people in need that is why they usestarg methods to select most needy people.

In Rwanda those who cannot afford CBHI premiumsideatified using community targeting.
Targeting is a complex process which involves defjneligibility criteria. Mechanisms for
targeting include geographic criteria, specifyingtegories, means tests, proxy means tests,
community selection and self selection, or a coratiam thereof (Ellis et al. 2009

The community targeting system, used in Rwandantifiles and ranks households according to
6 different poverty levels using proxy indicatorgcls as a lack of earners in the household; a
disabled person in the household; the number oémidggnts; and land access (Crookes, 36). The
range is from destitute (no land, livestock, shielbegging to survive), to food and money rich
(Republic of Rwanda 2009).

Implicit within targeting is separating out a pedliar group of people which can have an
unintended negative impact. It can contribute tastieness by making differences more visible
and cause further marginalization, discriminatiad atigma (Ellis et al. 2009).

A person risks becoming socialized into a “depernidgisabled identity” (Barnes and Mercer
2010: 114) if continually so labeled and segregatéunuss’ argument for universal protection
is to avoid a sense of inferiority and stigma & tave nots, with the haves (Fitzpatrick 2001). It
can also detract from relationships with other gwithin the community who can be a source

of exclusion (Green 2002).

In Rwanda, during that processes of targeting tha po be supported “there are people who
didn’t want to be seen as the poorest of the mmwthey wanted to be placed in the middle strata
even though they couldn’t afford the associatednpuens,” Binagwaho, the Ministry of Health,

argued (Vogel 2011, 1). However, “there was a gélavhere everybody ranked themselves

among the poorest of the poor, just to pay lesbit)
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Another example is from Ghana, where CBHIs are aig@emented on nationwide level. The
premiums for nongovernment workers “were supposedd based on income levels, but
currently each district charges a flat premium bseaof the difficulty of grouping people in
various income levels for the different premiums,They opted for flate premium system
because identifying the poor is a challenge “soeligious people don’t want to be labeled as
poor” (ibid). The mentioned examples prove thatd shame to be labeled as poor even when

there are associated advantages.

I1.1.5 Cultural factors

Although no single definition of culture is univally accepted by social scientists, there is
general agreement that culture is learned, shamdl,transmitted from one generation to the
next, and it can be seen in a group’s values, nopnastices, systems of meaning, ways of life,
and other social regularities (Kreuter et al. 20@33). Factors such as familial roles,
communication patterns, beliefs relating to persawmatrol, individualism, collectivism, and
spirituality and other individual, behavioral, arsbcial characteristics are not inherently
“cultural” but may help define culture for a givgmoup if they have special meaning, value,
identity, or symbolism to the group’s members. Uislsa group, these and other factors may be
directly or indirectly associated with health-rel&t behaviors and/or with acceptance and
adoption of health promotion programs (ibid, 133H13

For example in the case of health insurance, theadd of households depends not only on the
quality of care offered by the health care provider the premium and benefit package, but also
on socio-economic (as demonstrated in previousiosgctand cultural characteristics of

households and communities.

Cultural habits in dealing with the risk of illnesan influence the demand for insurance: for

example, in rural Benin, people were used to puhewoaside for unpredictable events like

marriages and funerals, but they believed thatngawioney for eventual health care costs meant

“wishing oneself the disease” (Wiesmann and Jut@0§0, 15). Fortunately, this attitude

changed after a CBHI had come into existence. Reratxample to illustrate how social cultural
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factors pose a barrier to demand for insurancegdéfesome societies where people believe that
to think about the consequences of one’s ill-healthdeath is to wish oneself the same.
Similarly, in some societies people interpret #lalth as the wish of gods or links it to one’s fate

and hence refuse any medical treatment and tueligious head (ibid).

However, despite the negative impact of culturéehendemand of health insurance, there is also
a positive side when the culture of a given socatgourages people to help each other when it
comes to management of health risks. A society a/gkrong solidarity, people will not worry so
much if the benefits of the premiums they paid \aidkcrue to themselves or other community
members. For example, members of the Bwamanda scirefax-Zaire expressed the opinion
that if they would not need health care themselatkast they had done something good for the
community by contributing to the insurance fundi€¢Gr1998). The level of solidarity and
mutual trust is probably higher in homogeneousselknit communities than in scattered and
diverse populations comprising people of differettinic origin, religion and culture (Creese and
Bennett 1997). Existing, “traditional” institutiord risk-sharing and mutual help can on the one
hand facilitate CBHI implementation, because hemlfturance may be built upon these groups,
as has been done with the Engozi societies in Ugdnydthe Kisiizi Hospital Health Society
(Musau 1999).

On the other hand, the different logic of tradiabnetworks sometimes induces misperceptions
of insurance and disappointmgbecause people have expectations based on thesriexge

with traditional institutions that are not fulfileby CBHI, e.g. that the money paid into the
common fund accumulates over time and that theflbenell correspond to the contributions
made (Batusa 1999). A lot of community sensitizagmd mobilization may be necessary in this
respect. In any case, initiators and managers aftthensurance schemes should pay more
attention to consumer satisfaction and to peope$erences and perceptions, because these are

crucial factors for successful implementation oft3B
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1.2 THEORETICAL FRAMEWORK

This section explores two theories that are, in wag or another, relevant to the success of
CBHlIs. The first one is social capital theory aheé second one is about social mobilization

theory.

I1.2. 1 Social capital theory

Putnam (1993), the first scholar to popularize aocapital theory, argues that social capital
consists of features of social organization such as networksms, and social trust that
facilitate coordination and cooperation for mutua¢nefit (Putnam 1993, 2). He asserts that
informal networks of civic engagement build soaapital which in turn facilitates improved

governance (ibid, 3).

Michael Woolcock takes the theory a bit farthertdsgaking social capital into four categories:
(i) bonding social capital inhering in micro levetra-community ties; (ii) bridging social capital
inhering in micro level extra-community networksii) (bridging social capital inhering in
relations between communities and macro-level statéutions; and (iv) bonding social capital
inhering in macro level social relations within jiobinstitutions (Maldovsky and Mossialos
2006, 6).

According to Woolcock and Narayan (2000, 229) docapital helps the poor to manage risk
and vulnerability. Thus, CBHI which aims at managinsk and vulnerability may be well
accepted by a community that possesses a high efosficial capital. A high level of social
capital is associated with a high level of altruiamong individuals; this makes it possible to
take into consideration the well-being of other rbens of the group. The presence of social
capital always has a positive effect on a commisiielfare. (lbid)

Fukuyama (1995, 4) asserted that “social capital lma defined simply as the existence of a
certain set of informal values or norms shared anthre members of a group that permit
cooperation among them”. Sobel (2002) describesals@apital as circumstances in which

individuals can benefit from group membership. Theacial capital refers to social life-
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networks, norms, and trust that enables householdst together more effectively to pursue
shared objectives. This social capital in the comityucan be an asset for the breakthrough of

CBHlI, thus contributing to the demand for CBHI la¢ tommunity level.

In this study | will apply the Woolcock’s framewoof social capital to CBHI literature because
it brings together several theories of social @pand draws on quantitative and qualitative

evidence from field studies.

Per ception of CBHI through the lens of the social capital framework

Several studies have demonstrated that a highlscaptal in the community increases the
chance for the community-based health insurancbetsuccessful (Woolcock and Narayan
2000).

The first level of social capital framework accaorglito Woolcock which refers to micro level
bonding social capital proves that schemes charaete by strong intra-community ties are
more likely to experience success in CBHI than ¢hwihout these ties. According to Woolcock
and Narayan (ibid, 230) “strong ties” refers to these relationship between an individual and
his family, friends, ethnic group, etc. This copesds to intra-community social capital. “Weak
ties” refers to the individual's contacts outsidee tethnic group or the family (other
entrepreneurs, other ethnic groups, banks, ettis §orresponds to extra-community social
capital. In other words, “strong ties” refers te tinteractions that exist within a particular group
(closed family, friends), whereas “weak ties” reféo the interactions across multiple groups
(open groups or networks) (ibid).

To demonstrate that, in his study, Hsiao (200Tddsiders two communities. Community A has
less social capital than community B. Thus, comiyuBi will have the greater potential of the
establishment and success of CBHI than communitidéfurther concludes that community A
will not be able to establish CBHI since there Iswa level of social capital in that community.
Thus, there is argument that strong ties have diymeffect on CBHI by constraining adverse
selection and moral hazard and increasing willisgrte pay. There are also ideas that trust and

solidarity bonds in the community improve the likelod of success in CBHI.
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Recently, Zhang et al. (2006, 233) explored theatfbf social capital on the demand for CBHI
subsidized by the Chinese government. The Goverhaiared at encouraging Chinese farmers
in villages to join CBHI companies by subsidizirge tannual allowance of each participant by
10-20 Yuan (1.25-2.50 US $). Trust and reciprogvgre used as proxies of social capital to
obtain the effect of social capital on the demafivke (Questions on trust and five others on
reciprocity). Using logistic regression, the resuwf such a study demonstrate that social capital

measured by trust and reciprocity has a positivesagnificant effect on the demand for CBHI.

However, there is another argument that strongadgtoup bonds actually prevent the
emergence of successful CBHI (Meessen, 2002). fBicd between members is a flaw for

CBHI. For example if all members undertake riskizdngor, CBHI might not work properly.

There are therefore two countervailing (positivel aregative) views of the effect of bonding
social capital on CBHI in the literature (Maldovskynd Mossialos 2006, 13). However, the
social capital framework provides an alternativérdt hypothesis: communities with both strong
intra-community ties (promoting solidarityand extra-community networks (promoting a
willingness to invest in and draw on a larger, mgeeeralized and formal pool of resources) are
probably more likely to experience greater suceeils CBHI than communities with one or

neither types of social capital

Second level of Woolcock framework of social capdescusses about bridging social capital.
Here the tasks is to demonstrate the effect ofcatrand horizontal civil society links on CBHI
According to Preker, horizontal civil society linfecilitate the enlargement of the risk pool.

In the context of CBHI, enlarging the risk pool Ha=men interpreted as a case of constructing
bridging social capital (Preker et al., 2002). BBshing and strengthening links with formal
financing networks is cited as an example. In Rvaafiedlerations of smaller CBHI schemes pool
part of their funds at the district level to coware in district hospitals (Schneider, 2001).
Creating horizontal links through scheme mergeihisway allows schemes to expand the risk
pool while continuing to capitalize on the positisecial bonds fostered by small risk groups

(Davies and Carrin, 2001). Larger pools are requimeorder to: spread risk; actuarially correctly
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assess the probability of the loss occurring aedefore maintain solvency; cross-subsidize and
lower transaction costs (Schieber, 1997)

While horizontal links facilitates the enlargemertthe risk pool, the vertical linkages play a
great role in capacity building. Vertical linkag@s,the form of support from overseas agencies,
are employed by CBHI schemes to build capacitgahnical areas such as financial and general
management and in administration, since the negeskdls for implementing CBHI are often
not available localf (Bennett, 1998). In an exploratory study compagran successful CBHI
scheme in the Philippines and a less successfuino@eiatemala (Ron, 1999), one of the major
success factors in the Philippines (where the sehgmew steadily over three years) may have
been bridging social capital constructed throughess types of vertical links. A very effective
administrative structure was provided by the iraional NGO Organization for Education
Resources and Training (ORT). The structure wasldped through the built-in members’
participation mechanisms within a cooperative $tmg combined with the financial and moral
support given by the ORT country office and ultietgtthe World ORT Union (ibid.)

The Guatemalan scheme, despite receiving supegbnical assistance from the WHO, failed to
progress after initial registration, partly becaitsdid not develop supportive links with local
social and political structures (lbid.)

The third level of Woolcock’s framework of soctpital concerns macro level bridging social
capital: the effect of synergy on CBHI.

There are several views on the appropriate roka@ftate in CBHI. Pauly (Pauly et al., 2006)
has recently advocated minimal government reguiatd CBHI, arguing that government
subsidy causes cream skimming and adverse seledtnhealth system framework suggests
that although CBHI is a private sector method péficing health care, the government can play
a vital role in schemes’ success, should it detid¢ CBHI is a good strategy to further its
objectives. Bennett et al (Bennett, 1998) argwa ththere is government failure, or no clear
government policy, schemes are likely to play apadntant role in the delivery of health care,
but issues relating their role in the broader tealystem are unlikely to be relevant. If

government is strong, they argue that CBHI relaiaith the government are likely to be very
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important. The following three government mechamisfar supporting community health
financing have been identified: stewardship (foaraple regulation and monitoring); creating an
enabling environment (for example the rule of lawand resource transfer (for example
subsidies) (Ranson, 2002).

The fourth level refers to macro level bonding abcapital: the effect of organizational integrity
on CBHI. Woolcock (Woolcock, 1998) defines orgami@aal integrity as a type of social
capital. He draws on neo-Weberian theory in persgiinstitutional coherence, competence and
capacity as deriving from an organizational formatttsocialises bureaucrats. This allows
Woolcock to view the effectiveness of organizatioparticularly government, as a product of

social relations which foster a certain set of rrm

Evans (Evans, 1996) argues that without a cohaneterian bureaucracy (characterized by
meritocratic recruitment, good salaries, sharp ts@ame against violations of organizational
norms and solid rewards for career-long performpstae-society synergy is possible but it will
not be a force for good and will foster corruptinatead.

To conclude, It should be noted that, though, $ocapital could significantly affect a
households’ decision for health insurance, up te,dhere is no clear consensus on how social
capital should be measured. As stated by Fukuy&h®85) “one of the greatest weaknesses of

the social capital concept is the absence of causeon how to measure it”.

I1.2. 2 Social maobilization theory

Social mobilization theory has been proven as gffedor health promotion especially when
people are reluctant to respond positively to heaitbgram. In the case of CBHI, people need to
be mobilized in order to understand and to adherthé program given the fact that most of
people do not see direct benefits of health instggtime inconsistence problem). Hence, this
section develops social mobilization theory andaghbow it leads to social and behavior change
through effective communication.
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Social mobilization is a multi-level, dynamic appob that can be initiated either top-down or
bottom-up. Community is perceived in its broadesisg to include all those who have a role and
responsibility in effecting change. As informatisnmade available and understandable to both
experts and lay people, broad ownership and pomulpport are created (Russel and Levitt-
Dayal 2003, 2).

Social mobilization refers to “the use of plann@tians and processes to reach, influence, and
involve all stakeholders across all relevant/pertfinvolved/concerned sectors, including the
national and the community level to raise awarengsange behavior, change policy, demand a

particular development program, or reallocate resgsior services” (Ibid, 22).

The social mobilization approach can be used irfediht health issues including safe
motherhood, community based health insurance, yapidnning, HIV/AIDS prevention, girls

education and so on.

A community based health insurance like any othealth program, to be effective, needs a
multi-pronged approach of social mobilization theicompassed communication through
dialogue at multiple levels and among multiple andes. It also requires broaden public support
through community mobilization. Here Community maition refers to a process of problem
identification and problem solving stimulated bg@nmunity itself or facilitated by others that
involves local institutions, local leaders, comniyngroups and members of the community
(CEDPA 20000 Community mobilization uses deliberate, partitdpp processes to involve
local institutions, local leaders, community grougasd members of the community to organize
for collective action toward a common purpose. Camity mobilization is characterized by
respect for the community and its needs. {ibid

For social mobilization to be successful and tddothiis base of popular support, communication
needs to be a process of dialogue, informationirsfpamutual understanding, and collective
action. Standardized messages are used to pronuogue within the community as a whole
(Aubel 2001).

It should also be noted that the CBHI to be suatda needs mobilization for human and
financial resources. Neil McKee (1992) lists firein approaches to mobilizing human and
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financial resources: (1) political mobilization,)(government mobilization, (3) community

mobilization, (4) corporate mobilization, and (59neficiary mobilization. Social mobilization

uses community events to attract the attentiorob€p makers, community members, and media
representatives and motivate them to take actiora apecific issue such as immunization,
literacy, or family planning. Social mobilizationrmalifies advocacy activities, strengthens
communication, and allows many more societal pastbe participate in the program. To be
successful a CBHI program needs to use all thopeoaphes to mobilize human and financial

resources.

Champions for change such as community health weike concerned with building consensus
and educating people to energize and empower tlertakke focused action. They share
information and galvanize many stakeholders aramdsue. The stakeholders then agree on a
goal, develop key themes and messages, and exéitgbqressure for policy changes and
increased recognition of a widely recognized prnoblé& sense of community is built around the
issue, and more people join the movement. This Wagdn effect leads to increased resources
and formation of new social norms, creating a clerthat supports individual behavior change

as well as social chang@Russel and Levitt-Dayal 2003,.3)

To conclude, many public health and social problemsesource-poor countries require a
broader approach that addresses social, culturdleavironmental factors that affect individual
behavior. Broader interventions that involve comityumembers, stakeholders, and others at
multiple levels are needed because these intractpliblems can only be solved through
collective action. Also, in some cultures the caqoicef the individual does not exist or is
secondary to the group or community. Thus, it ipontiant to understand how an individual's
behavior is shaped by his/her social context anade¢ognize the influence of local values and
social norms on individual behavior (ibid 4).

Due to societal influences on individual behavimymmunication should aim to effect broader

social change.
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PART |11: FINDINGS AND CONCLUSION

Although the number of CBHIs is rapidly growingetk are only a few schemes in existence in
the developing countries today, and these providerage to less than a tenth of the developing
world’s population. Many of these schemes are tleas a decade old; few have been rigorously

evaluated; and lessons of experience are stiktadguired.

This finding section is made up of 3 themes. Theme reviews the problems related to the
implementation of CBHIs in developing countries.eTBecond theme discusses different
strategies adopted to overcome those problems.tAilet theme draws lessons learned from

Rwanda’s experiences. A set of conclusions is ptegdan the fourth and final section.

[11.1 PROBLEMSRELATED TO THE IMPLEMENTATION OF CBHIsIN
DEVELOPING COUNTRIES

Many problems threaten the performance of CBHIsn&of them are related to the insurance
risk, others are linked to the scheme design wdthers are related to the context in which CBHI

is offered.

11.1.1 Problemsreated to Insurancerisk

Several studies on community based health insurbage reported the presence of adverse
selection and moral hazard as main challenges fagedsurance companies among of others
CBHlLI.

Adver se selection

Adverse selection is one of the major threats hireder the implementation of CBHIs since most
of them are based on voluntary membership. Atin®§)9Criel (1998), (Carrin 2003), Preket et
al. (2010) pointed out that voluntary membership cwke these schemes vulnerable to adverse

selection. Adverse selection results when higk-ois sick individuals are more likely to buy
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health insurance than the low-risk or healthy imirls (Tabor2005, 39). In the presence of
adverse selection, the premiums which are fixethataverage risk in the population are not
enough to cover all the claims. Hence, the findraigtainability of the scheme is jeopardized

and the insurers increase the premium which mayentla& contract a bad deal for low-risks

individuals. Consequently low-risk individuals wdubpt out of the scheme as the membership
in the scheme is made voluntary. As this mechandnadverse selection escalates, the
premiums continue to increase and fewer peoplebegilable to afford to pay the premium (Barr

1992, 779-780).

In fact, adverse selection has been studied extgsin the context of high-income countries.
Most of the research is focused on employer or gowent insurance schemes. There are
relatively fewer studies from low and middle incoowuntries where adverse selection in CBHI
schemes is analyzed in detail. Thus, the evidescill mixed. Wang et al. (2006) found the
presence of adverse selection in the Rural Mutugdlti Care in China. Criel studied the
prepayment scheme for Masisi Health District schantbe Democratic Republic of Congo and
found adverse selection among pregnant women. dirtiial stage of this scheme, he found
that subscription took place on an individual baaisd the insurance option was preferentially
chosen by pregnant women. After the household legh liixed as unit of membership in the
second year, the proportion of pregnancy relateltingroblems among hospital admissions
dropped (Criel 1998). In Rwanda, when the “Mutuellle santé” system was introduced, a big
number of subscribers were pregnant women andrehildnder five years because they were
members of low-healthy categories. An evaluationtted Community Health Fund in rural
Tanzania also (cited in Musau 1999) found that 52f4he sampled member households
reported at least one person suffering from a dbrafment.

On the other hand, Dror et al. (2005) examinedMiro Health Insurance Units in Philippines
and concluded that there was no adverse selectiadheamorbidities among the insured and
uninsured was same as concluded by De Allegri.€2806) for the CBHI scheme in Burkina
Faso. Resende and Zeidan (2010) also did notafitverse selection in the Brazilian individual

health insurance market
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Most of these studies are based on cross-seciitataland therefore did not study whether the
process of adverse selection changed over time.
To combat this problem some general strategies bagr adapted and are presented in the next

section

Moral hazard

Moral hazards another serious challenge faced by CBHIs. Thiblpm arises because of the

tendency by individuals to behave, once they aseirgd, in such a way as to increase the
likelihood of the risk against which they have irexi (Criel 1998). Moral hazard problem too

has implication on financial sustainability of eheme, but in addition, it also has implications

for costs of provision of such services.

Ahuja and Jitting have proved that the moral hapaablem is of two kinds: ex ante moral
hazard and ex post moral hazard problem. The foarises due to reduced care of health after
joining a scheme; the latter arises due to incka@senand for medical care, once insured. The
good example to illustrate post moral hazard isayer-consumption of medical services. This
overconsumption may be the result of the provideelsavior or due to patient’s behavior (Ahuja
and Jutting 2003, 13).

Indeed, on one hand there are many examples ofaimsel schemes that have quickly gone
bankrupt because of the problem of ex-post morahktth one the part of providers. Over
prescription of services or drugs to CBHI membearslbctors has been reported in several cases
For instance, at the Kisiizi Hospital Health Sogigt Uganda, the Chogoria Hospital Scheme in
Kenya, the Atiman Health Insurance Scheme in Taaz@Musau 1999), and has at least been
suspected of the Masisi Scheme in the DemocrafmuBle of Congo, where part of the revenue
was used as incentive payment for doctors (CreedeB&nnett 1997). In Rwanda, managers
from different CBHIs at District Hospitals claimahmajor challenges they face include over-
prescription and over-charging of acts by providasswell as the misappropriation of funds in

some sections of CBHlI.
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In some cases, extremely high hospital admissitas rsuggest the prevalence of overutilization
by CBHI members. The insured consumers have aneyde go for excess utilization of health
care since they do not pay the full marginal cégtrovision.

For example, after the introduction of the Masieme, the hospital admission rate among the
insured increased dramatically, reaching 157%, times higher than among the non-insured. In
Murunda, Rwanda, the hospital admission rate anmembers of the “Mutualité du Kanage”
was about 141% and only 6% among non-members, whedns that the insured used inpatient

hospital care 23 times more than the non-insureas@y, 1998).

The figures are partly explained by the self-sébacof high-risk individuals or households, and

by better financial access to medically justifiede; unnecessary use of services seems likely.

To distinguishex-postmoral hazard, presented through above examplesgestrente moral
hazard refers to the possibility that preventiviore$ are scaled back in response to insurance

coverage (Zweifel & Manning, 2000).

When it comes to providing health insurance toltlreincome people through micro-insurance,
the argument is that ex ante moral hazard is damhiaad serious rather than ex post moral
hazard. This argument is based on the fact thapoloe are the most vulnerable in society and
shocks are likely to have the strongest welfaresequences for them; furthermore, high
vulnerability makes them risk averse and, thus,blenar unwilling to engage in higher
risk/higher return activities. Once insured, tlmsumers —especially the poor — may reduce
efforts required to keep them healthy. An exampbenf Ghana helps shed light on the problem.
Users of CBHIs declareyWe have mosquito nets but we don’t use them.ufare insured it is
easier to go to the hospital [in case of malaria] Why would you spend GH¢8 on the bed net
while you can take GH¢2 to go to the hospitél®bebe 2012, 2). This attitude signals a
potential incentive problem related to health iaswee (ibid). It is important to note that ex-ante
moral hazard is found in all kinds of insurance kets and developing countries, as well as in

developed ones.
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Ahuja and Jitting affirm that ex-post moral hazeranore serious than ex-ante moral hazard
since it is unlikely that insured individuals woul@liberately increase their chances of falling
sick just because the insurer is paying the meéigaénses (Ahuja, Jutting 2003, 11-12).

Also, Cutler & Zeckhauser point out that one reasonto consider ex-ante moral hazard as a
serious problem is the idea that uncompensated dbdsealth is consequential (Cutler &
Zeckhauser, 2000). Put differently, people are ragslinot to take a gamble with their personal
health, or that of household members.

The ex-ante moral hazard is more likely to occucan insurance where the insured’s behavior
could be indulged in more risky behavior such amdéess cautious in vehicle operation,

staging incidents to collect insurance proceedsxaggerating loss or injury.

Lahkar and Sundaram-Stuk€P010, 5) believe that the moral hazard problem is more
fundamental than that of adverse selection. Thaiebis based on the fact that adverse selection
can be eliminated if accurate information abouk iharacteristics is available. Since CBHI

schemes serve a local clientele, it would be faiassume that it would have a sufficiently

accurate level of information about the risk featuof its clients. On the other hand, moral

hazard would exist even in a world with perfectormfiation. Hence, moral hazard is a much
more serious problem that CBHI schemes need tqpbrapth.

Fraud and corruption

Apart from adverse selection and moral hazard,dfrand corruptiorare also among the major
problems that hold back the implementation of CBElemesHealth insurance is subject to the
risk of fraud, or deceptions intentionally practicky patients, providers, and CBHI staff and

managers, to secure unfair or unlawful gain (TS5, 39).

McCord and Osinde argue that lack of professiorahagement can make CBHIs vulnerable to
fraud. In the case of Tanzania’'s UMASIDA CBHI, gpoleaders were selected from the local
communities. They were not professional managees,tlyey had a great deal of financial

responsibility. Several of them became frustrateith vall the work involved and found
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themselves tempted by the premiums. Hence, marthesie groups experienced a change in
leadership because of fraud (McCord and Osinde)2002

Apart from the fraud on behalf of mangers, casedraiid on behalf of patients have been
reported by the CBHIs managers at different hed#ditilities in Rwanda. Normally, new
subscribers had to wait one month before enjoyivegr tcontributions. At times, however, they
did not want to respect that period and, as atiesahted to corrupt CBHI managers in order to
get treatment before the due date.

Similarly, a manager of CBHI at Muhima Hospitak@in Rwanda, claimed to refuse a bribe of
100,000 Frw (around 153%$) from a patient who wartepay premiums and get the medical
treatment on the same day because he was serilbasigt couldn’t afford the hospital bill which
would come without medical insurance. This situaii® also connected to the problem of time
consistence when people do not think about theflvexighe medical insurance before they fall
sick.

Another form of fraud comes from the patients whanwto belong to the category of low
income earners while they, in fact, earn more. Tdeythat to avoid paying high premiums.
However, this problem has been solved. Each seofi@BHI in Rwanda has an exhaustive list
of all Rwandans and the categories to which thégrigeto. When people want to pay premiums,
the manager checks the names on the list and chéngen the premiums according to their
respective categories. In fact, people are involaetiat kind of fraud because they are unhappy
about the category to which they belong. Vincemd8hunga , in his article in New Times,
declares that 27.3 per cent of Mutuelle de Sargésusere dissatisfied with the categories in
which they were placed (New Times, 2013). Accogtinthe government has ordered the

revision of those categories, to make sure thatyeve is classified into the right category.

I11. 1.2 Problemsrelated to design features

Another category of problems that menace the pmadoce of CBHIs arise from the way the

CBHI has been developed, designed, and managedeTprmblems are related to small risk
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pool, high start-up cost, under pricing (due tdkla€ information to set prices), coverage, and

weak management capacity.

CBHlis tend to be small. Theoretically, no genewés on the minimum size of a CBHI can be
given because its size depends on the nature ohskieed risks. However, experience suggests
that very small schemes are difficult to sustaimliké larger insurance pools, the small
membership pool of many CBHIs limits scope for rdikersification. As a result, there is a
threat that a small policy base will be unacceptabblatiie. Small risk pools make it

prohibitively expensive to cover rare but expensigalth risks (Tabor 2005, 30).

However, some other scholars argue that if theissgktended, formal rules become necessary.
This is because local knowledge and social sarstggow weaker as the group grows larger.

Then “if micro-insurance among others BHI is worklwthe group must be small enough for

local knowledge and social sanctions to operateiefitly. Barriers must be raised against

potential bad risks, since the risk pool is too ktoaake in chance “(Overbye 2005, 310).

On the other hand, smallness does convey impanatitutional advantages. Proximity enables
social control, peer pressure, reciprocity and eshasocial values to be used to foster
accountability and ensure compliance. In CBHIs whgarticipants know about the risk profile
of others, there is scope for peer monitoring tooemmage healthy lifestyles, to minimize fraud
and to discourage frivolous claims. In small schemeoordination costs are lower and
participation is easier to encourage. Moreover, dpeit of CBHI voluntarism contributes to

social solidarity and inclusiveness.

It should be noted that the CBHI tend to contribtdeuniversal coverage when it comes to
medical insurance. To reach this objective, it sekdge risk pool to limit the scope for risk
diversification and many are threaten by the pnob&é adverse selection since the membership

is voluntary for most of CBHls.
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Apart from small risk pools, there is also a problef meeting high Start-up CostSBHIs are
costly to establish. They require a detailed fabisitstudy, dedicated staff, and creation of new
procedures and protocolsll this must be accomplished before there aregadi premiums to
cover administrative costs. Although participatisnvital to the success of CBHIs, many are
actually formed in a “top-down” manner. Manageegarting to a sponsor NGO, government or
donor agency, will have a particular CBHI insurameedel in mind and will mobilize village

leaders or branches representatives to “implentaat’model (Tabor 2005, 31)

Under-Pricingis another problem faced by the designers of CBRiny CBHI schemes have
problems because of initially under-pricing thepecations. This reduces premiums almost
directly and leads to a vicious cycle of premiuncr@ases, reduced growth and renewals,

increasingly slow payments to providers, servidasas and premium increases.

At times, under-pricing arises because communitreter-value insurance but also due to lack of
information to set prices (Ibid, 35). This lack iaformation leads to CBHI to restrict benefit

packages to services that are easier to pricer@gelar primary care services), to cap coverage
of hard-to-forecast health events (such as longtaur hospital stays) and to negotiate payment

terms with providers (such as payment per treathibat are easier to predict.

Coverage: The benefit package should be affordaiikinclude basic services tailored to the
health care needs and preferences of the populatiothe health package is not attractive to
people, they will not buy medical insurance.

However, to keep benefit packages simple, CBHIsnadly offer one coverage package for all

households. Since the risk profiles and risk-maneege capacities of households differ, one-
size-fits-all coverage is bound to be less thaallioteffective and efficient as a health-risk

management device for all families. On the otherdhane of the great efficiency advantages of
CBHIs over other forms of insurance (or public psgwn) is that they can draw on location-

specific information to craft benefit packages timstet the common priorities of their members.

The mutual health organizations in Nigeria, for rapée, apply an innovative approach to

defining the benefit package. They interview thenownities to identify the ten most pressing
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health problems, and concentrate their coveragibese, with the aim of improving community
health as a whole (Ibid, 34).

M anagement Capacity

A weakness in management capacity is one of the sesere problems faced by the CBHIs.
The weak CBHI management capacity includes a faitaradequately manage insurance risks,
unrealistic premiums, the absence of a communitsin@ss culture, low controls for fraud,

limited coverage (and hence high risk of adversectien), absence of qualified staff trained in
insurance, lack of marketing surveys to link prddum perceived needs, limited marketing
beyond the pilot phase, poor data handling and gemnant capacities, and stiff competition
from highly subsidized government hospitals andonal social health insurance agencies (
McCord and Osinde 2002, Musau 1999).

In practice, many CBHIs have managers who are edfltwgrsed in insurance, finance, or in the
basics of business management. That is becausesCBElImanaged on a voluntary basis and

draw on existing members as elected managers.

McCord argues that weak management can lead t@gi@ erosion of trust. It is one of the main
reasons given for the demise of new schemes (Mc€0d2). Banerjee and Duflo added that
the lack of trust leads to another problem of latkcredibility on the insurance provider.
Credibility is very crucial for the insurance prder because the insurance contract that the
insurer enters in with the insured requires theviddal who is to be insured to pay in advance.
This means that the insured individual is requidrust the insurer completely. Hence lack of
credibility becomes a huge problem especially winsnrance companies are unable to address
clearly the problem of fraud or when the naturehaf products is unclear (Banerjee and Duflo
2011, 153).

Management information systems —manual or comaaeri-are also critical to the effective
operation of a CBHI. It becomes extremely diffictdtmanage a program without the ability to

track premium payments, utilization, and other €obttegrating hands-on management controls
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with information systems can help CBHIs cut costd anprove service. Microcare (Uganda),
for example, uses a check-in desk of their owrheirtprovider facilities to verify eligibility and
track utilization. This information is fed directlyto their computerized MIS system to ensure
that only covered patients gain access to appregedces, and that facilities do not over-bill for
services (Tabor 2005, 35).

I11.1. 3Problemsreated to context.

According to Tabor, there are different probleretated to the context in which CBHI is

designed and implemented, such as poverty, awaenes covariate risk (Tabor 2005, 28).
CBHIs become successful when the context in whidims been designed, and in which it is
being implanted, is favorable. In case that conterbt good, the design and the implementation

of the scheme are also somehow negatively affected.

Severe poverty can slow down the success of a CBHiost people are simply struggling to
survive, they will be less willing to pay insuran@emiums in advance to use services at a latter
point in time. In fact the poor are the most vusitde in a society because they are the most
exposed to the whole range of risks and at the smneethey have the least access to appropriate
risk management instruments. The poor have onlgurse to coping mechanisms: they try to

cope with the risk when it has already occurredifhi@nn and Jorgensen 2001).

According to the patients from different Health s in Rwanda, lack of money was the most
frequent reason for non-subscribers not to joinitis@rance scheme. A non-subscriber met at
Gihogwe Health center (in Rwanda) would say, “We ot refusing to pay, but we can’t afford

to”. The manager of that health center also cordititat since the increase of premiums, the

number of subscribers has reduced considerably.

Normally the Government of Rwanda pays premiumgterpoorest people of the community.
The person is identified in the community and dfess$ as poorest of the poor in Ubudehe

categories, Still, the number of people who camfird the premiums keeps increasing.
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Besides money, payment modalities can also prgsebtems. If the annual premium must be
paid in a lump sum (instead of payments spreadowat the year), households find it more
difficult to pay. According to Morestin & Ridden Burkina Faso, for instance, the households
stressed that a single payment is more problenmatiaral areas, where it is hard to obtain credit.
Another element is the time at which the paymenmlis. Incomes of workers in the informal or
agricultural sectors vary over the course of tharydn Ghana, households in Nkoranza
complained that the premium is due at a time of ydaen their financial situation is poor. In
Rwanda, the premium must be paid at the starteotivil year, when families also have to pay
school fees (Morestin & Ridde 2009, 2).

Apart from the problems related to poverty, theralso anothgoroblem of awarenes$here is
an argument that most of the time the poor do ndetstand the concept of insurance very well.
It is true that insurance is unlike most transardithat the poor are used to. It is something that

you pay for, hoping that you will never need to malse of it (Banerjee and Dulfo 2012, 152).

Cultural norms and values also play a role. Ifghecsee disease as a punishment for euvil
behavior, they will not join a CBHI. In some padtsrural Benin, for example, saving money for

a disease was seen to be “wishing oneself thess¢aabor 2005, 29).

Tabor also argues that under-insurance, or thecehadian individual to buy less insurance than
is needed or could be afforded, can occur when Ipedpn’'t understand the benefits that
insurance can bringDrop-out rates can be very high in cases wherevithgals feel that the

benefits should correspond to the contributiony treve made (i.e. savings concepts) (lbid, 28).

The problem of time inconsistence can also be edlab this problem of awareness. When
deciding whether or not to buy insurance, we needa the thinking in the present (when we
pay the premium), but the payout, if any, wouldetgdtace in the future. Thus it is difficult to

take a decision to buy insurance when you do ne¢ baproblem, in that time,

one does not see the benefit of insurance (Bananddulfo 2012, 154).
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The Minister of Health in Rwanda also argued tibatonvince people to pay in advance is a
process. That insurance was not in the culturé®mentality, let alone more complex schemes
(Vogel 2011). Thus, cultural habits in dealing witle risk of illness can influence negatively the

demand for insurance.

Covariate Risk is another problem tl@&BHI's are especially facing because of their sraglé
and limited geographical focus. In practice, aniviimial’'s health is not independent of their
neighbors and this is especially the case whelens@re prone to natural disasters or epidemics
(Tabor 2005, 30). Holzmann and Jgrgensen argueéhanformal risk management instruments
among other CBHI tend to break down when facindplyigovariate or macro-type risks because
such disastrous events reduce rapidly the finarmeis¢rves of the scheme ( Holzmann and
Jargensen 2001, 539).

A malaria epidemic in southwestern Uganda coskiisézi Hospital Health Society around 8.5
million Ugandan shilling (about 6,500 US$). As asequence, from January to December 1998
no more than 64% of treatment expenditures werereavby the scheme’s revenues — without
the epidemic the cost recovery rate would have ameouto nearly 90% (McGaugh 1999).
Though no formal public-private partnership contrbed been signed with the Ministry of
Health, the ministry has implicitly accepted resgibility for losses due to epidemics and has
reimbursed the associated expenses to the schemsa(M 999), acting as a public reinsurance
agency (Jatting 2000, 12).

To address all those implementation problems of CBHumber of strategies has been put in

place.

[11.2 POSSIBLE STRATEGIES

Given the complexity of the above presented problahere unfortunately exists no panacea for

conquering all of them. It is important to graspttthe context and particularity of systems

would play an important role in determining whattsaf strategy will be applicable to which

problems. However, based on the literature revieared interviews, some best practices can be
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shared here. In the first part of the discussiassible strategies that can be used for tackliag th
problems related to insurance risks are presemibd. second part will thus be devoted to
strategies for dealing with the problems relateddsign features. It is important to note however
that some of the strategies may be appropriatesdbrsing the problems related to contextual

considrations such as poverty, awerness and coaisa.

[11.2.1 Strategies to combat challenges related to insurancerisks

Adver se selection

As Fitzpatrick (ed.) (2006, 750) asserts, an insceacompany severely threatened by adverse
selection and moral hazard will not be willing tmyide insurance service. This will eventually
lead the insurance market to function inefficientpwever, since adverse selection is a sort of
‘before insurance transaction problem,” Fitzpatradgues that a possible method to avert it
would be for insurers to demand a medical exanonadr extend the waiting period (ibid, 880).
Such a method may in part assist the insurer tatifge high-risk and low-risk groups.
Additionally, insurers could offer different poles to the volunteer customers, such as charging
higher premium to cover more risk and lower premitoncover limited risk and hope that
customers will self-select themselves into appadprpremiums. This strategy however would
not be as effective in practice as it appears @omp because a high likelihood that ‘bad risks’
will still not be compelled to insure for more tidy deem it possible to ensure for less still
exists.

The ultimate solution may thus still be governmiemblvement in mandating enrollment so as to
limit the possibility of ‘low risks’ opting out ofhe system. As Barr (1992:752) asserts, making
membership compulsory will not only prevent lowkridrom opting out of the pooling
equilibrium but will also allow for a larger rislopling. This compulsory enrollment imposed in
CBHI may be compared to the risk sharing solutionsiystems with full coverage and
compulsory membership such as Norway where natiosakance —premiums are paid through

taxes.

Mandatory enrolment can completely avoid the pnoblef adverse selection. It has been

implemented in Ghana and Rwanda. The current Minist Health in Rwanda stressed that
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they made CBHI compulsory because the voluntaat;rlite scheme was never meant to be

permanent ( Vogel 2011, 1).

When mandatory enrolment is not an option othersumess can be taken. Group enrolment is
one such measure to reduce the risk of adversetisele If group enrolment is properly

enforced, adverse selection can be reduced adliemgure that all group members, sick and
healthy, enroll. However, group enrolment may mndtrely eliminate adverse selection as high-
risk groups may be more attracted to voluntary CB#g. households with many members with

a chronic illness may enroll more).

Banerjee and Duflo (2011, 50) supporting that idegroup enroliment asserts that, the trick is
to start from a large pool of people who came togetfor some other reason than health-
employees of a large firm, microcredit clients,dzaarrying communists...and try to insure all
of them. At first glance, this strategy seems Iess but critical review will prove that it is not
as adequate as it appears. For example, sinckes taicro credit clients as a starting point, it
might be easy to assume that it will cover everybueas is usually the case, the poor of the

poor usually do not have access to micro finangedpnities.

It is in this light that this study argues that gavment involvement might be inevitable in terms
of premium subsidy for the poor and then redieedmall risk pooling cause by the adverse
selection. This is what Banerjee and Duflo seersuggest when they argue, “...on the other
hand, the poor clearly bear unacceptable risk...ftauthe time being, the government should
pay a part of insurance premiums for the poor. &lierlready evidence that this could work...
(Banerjee and Duflo 2011, 154 &155). Premium siyp$s then a mechanism that can mitigate
adverse selection. This is because premium suldsydyeducing the cost of buying health
insurance attracts individuals with low risks (S#1d1999). However, in the case of targeted
subsidy, the impact on adverse selection is neatrci&fter subsidy if high-risk individuals from
the targeted group enroll more than others, adweeetion will increase. However, if high-risk
individuals are already enrolled from this groupd aime subsidy encourages the low-risk
individuals to enroll, adverse selection will redué&lso, CBHI schemes can introduce cross-

subsidization (the rich households pay a highempre) as a means to bridge this financial gap
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(ibid). This is the strategy that is being implertgeh by CBHI in Rwanda. With Ubudehe
categories each household pays according to theal lof income. Then the Government in

partnership with donors pays for the poorest ofpiber.

Technical inputs for the design, management anditorarg of voluntary CBHI schemes are
also essential to save these schemes from prolutatverse selection.

It is also important to note that the degree ofmfality or in other words the organization of a
system (whether formal or informal) influences tdegree to which adverse selection is
experienced. In mutual trust based systems suclorasunity based health insurance systems,
people are able to trust each other on a persass land in this regard may thus give more
accurate information and chances of cheating atecerl in that the opportunity might simply

be unavailable as everyone knows almost everyone

Moral Hazard

Just like adverse selection, moral hazard problema serious problem in insurance. In the
previous sections, it has been shown that thest 8xo sorts of moral hazard: the ex-ante moral
hazard and the post-moral hazard. To limit the ree-anoral hazard which implies the reduction
of care of health after joining a scheme, Debebal.e{2012, 12) proposes educational and
awareness-raising programs as a way of redresse@dlance of prevention versus treatment.
Jitting also buys into the idea of Debebe and a@rdliat strong community participation can
facilitate health education and sensitization ofrrhers in order to promote healthy behavior and
the use of preventive services, as the memberg shaommon interest in keeping the costs of
health care low (Jutting 2000, 13). For examplee thembers of a self-governed CBHI
comprising several villages in Benin realized thany cases of sickness and a considerable
amount of health care costs reimbursed by the sehmiginated from one distinct village. In
consequence, CBHI members of that village anddbal Inurse organized sensitization sessions
on water hygiene and vaccination (Garba and CyBL9embers of the Kisiizi Hospital Health
Society in Uganda cited health education on prevemhedicine as one of the main benefits of
the scheme (Musau 1999).
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Tabor (2005, 38) asserts that the introduction n@omplete coverage, such as through co-
payments, seems a more cost-effective strateggutralize perverse incentives. However, there
is another argument that a potential solutionrtooaerage preventive action in a low-income
community is not through co-payments or deductilasst is suggested to deal with ex-post
moral hazard but through a group contract desigogdduce peer monitoring by limiting the

number of claims.

On the other hand, to fight against Post-moral tthadnich refers to unnecessary use of health
care services (intended overconsumption) once éasuFabor suggests the use of pre-selected
providers as a strategy but also co-payment (iitd). example CBHI in Rwanda, to limit the
overuse they implemented a co-payment policyirgguten percent of the health care cost at
the hospital level. Another viable method in view Rarr (1993, 780) is to limit insurance
coverage to only particular types of treatment sagtorthopedic operations and dentist service.
It is argued that in this way, insurers can forreghe increase premiums depending on the type
of cover sought as well as providing deductibleerehthe customer is to pay a certain first
amount of the any claim or basically just that tlient pays a certain percentage of the claim.
Although a workable solution, this strategy riskscduraging demand for treatment instead of

curtailing moral hazard only and in this regardidtide implemented with great caution.

Barr (ibid, 780) further argues that the altermrativould be for insurers to influence the supply
side by restricting treatment to certain provideFbese providers would then have to face
competition to retain insurers approved statuse@Githat this too may not curtail moral hazard
as treatment providers may primarily concerned \ligir image there by effecting measures
that do not adequately deal with the needs of ©dien

In Rwanda, the manager of CBHI at Muhima distritbspital revealed that to limit overuse of
health service by CBHI insured, they impose cotetblreferral system. Access to secondary
and tertiary level care requires an authorizedrraférom the lower level health provider. For
that manager of CBHI at Muhima district Hospital regulated referral mechanism discourages

frivolous use of more expensive hospital servidésder this system, health centers play a
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gatekeeper function for district hospital utilizati and district hospitals on their part play a

gatekeeper function for tertiary hospital utilizati

Fraud

To fight against fraud, a number of strategies Hasen pointed out by different authors. Tabor
recommends a high level of community participatifrabor 2005, 40). The degree of
community participation in the design and runnirighe CBHI can vary widely and is usually
greater if funds are owned and managed by the manthhemselves than if schemes are run by
health facilities. If members can identify themsslwith “their” schemes because they control
the funds and have decision-making power, theytefid less to unnecessary use of health care

services.

Another way of fighting against fraud refers to per record keeping and accounting. For
example the CBHI known as “mutuelles de santé”waRda has a system of MIS (management
of Information System) that helps to keep all imfiation about the members. In addition, all
health facilities at sector level have a patieigister, a membership register, a financial ledger
and a receipt book for cash received. They areimredjtio generate a daily and a monthly status
report, summarizing all transactions of the funditidl signs are that the record keeping
procedures have helped to reduce fraud.

To avoid fraud and abuses, the system is beinghgitrened continuously through various
initiatives, including computerization ahutuelle management and membership cards with

photographs of the cardholder.

Also, providers have to deny service to the unieduto bill only for services rendered, and to
render only those services that are truly requiRadients, staff and providers need to know that

there will be sanctions for fraudulent claims.
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I11.2. 2 Possible strategies for Design featur e problems

The main problems related to design features, dssmliin previous section, are small risk pools,
high start-up costs, under pricing due to lacknébimation to set prices and weak management

capacity.

To limit those challenges, this section discusdesibpossible strategies. To start with small risk
pools, CBHI's cope successfully with the problenssegr by small membership pools in a
number of ways. To avoid excessive financial inditgpprogram coverage focuses on a smaller
number of more “predictable” health risks. Finahaigk is shared between the program
beneficiaries (through co-payments) and providémsoggh capitation payments). Faced with

volatile costs, premiums are regularly adjustedngmber consent (Tabor 2005, 31).

Tabor also argues that cooperation amongst CBHIschwinvolves sharing premiums and
benefit payout obligations, is another way in whiigk pools can be enlarged. This can take the
form of establishing partnerships between a CBHl ariormal, regulated insurer. It can involve
the use of guarantee funds (by some of the langestorks of CBHIs) and the buildup of
technical reserves. In several countries, netwoflkGBHIs have been formed to help pool risks,
to interface with government, and to share technidarmation and training. In some cases,
CBHI have been integrated into existing micro-fioametworks, with the savings pools of the

micro-finance institution used to offset a ceraortion of the insurance risk (Ibid).

Concerning the high start-up costs, one of the walyseducing high start up costs (and
expanding risk pools) is to develop regional bodrest can provide technical support to new
CBHIs. For example, the GRAIM (Groupe de Recherhd@ Appui aux Initiatives Mutualistes)

in the Thies region of Senegal has evolved intorarh for supporting the coordination of 21
mutual health schemes. The GRAIM provides leadpraldvice and capacity building services
in scheme design, financial management and admatiis# systems, in addition to training
mutual health committees. The GRAIM has also becameactive proponent of CBHIs and

represents regional schemes in negotiations wite@onent and health providers (Tabor 2005,
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32). Participatory processes sometimes substittenfore methodical, higher-cost, start-up
processes. CBHI scheme in Rwanda serve a good éxamigen it comes to the use of
participatory methods in order to save the codterd are volunteer health community workers,
four health workers by each village, who are ineolvn sensitization and collecting premiums.

There are also committees of users who provide@tppmanagement.

Regarding the problem of under pricing, the mailutsan to this is to price predictably. The
designers and managers of CBHIs should take iotwsideration the extensiveness of the
benefits package, the size of co-payments, an@vh#ability of other sources of co-financing
(i.e. donor or government subsidies) becausénalid factors have an influence on the size of
the premium. CBHIs should regularly adjust premiaagnore information on actual costs and

market penetration becomes available.

Concerning the problem of management capacity,reéfelar training both in management and
book keeping, but also in pricing of health rislkeem®s to be a good solution to overcome
deficiency in management. McCord argues that éhative success of the Zimbabwean and
South African medical aid societies is related heirt regular training programs which have
produced large numbers of highly skilled managem&ht are able to price health risks fairly
accurately and maintain proper accounts (McCord 1200 Also, integrating hands-on
management controls with information systems cdp 88HIs cut costs and improve service.
Microcare (Uganda), for example, use a check-skag their own in their provider facilities to
verify eligibility and track utilization. This infonation is fed directly into their computerized
MIS system to ensure that only covered patients gaicess to approved services and that

facilities do not over-bill for services (McCord @2)).

Apart from capacity building of CBHI managers antbrmation management, the management
incentives have also an important influence on dperation of CBHIs. If remuneration is
independent of the size of the risk pool, manageémey have insufficient incentives to engage
in marketing or awareness building. Where remurmras linked to recruiting new members,

policy holder renewals may suffer, causing attnitiates to rise. In recognition of the importance
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of aligning incentives with desired results, CBHiave structured remuneration and staff
performance monitoring systems to reward staff ifmreasing the size of the risk pool,
educating members, and delivering good qualityiser{Tabor 2005, 36).

I11. 2. 3 Possible strategies to over come challenges related to contextual consideration

As earlier discussed the problems related to contetude poverty, awareness and coveriate
risk and they deplete the implimentation of CBHI.

Tabor points out that to respond to the problermpayerty, theuse of co-payments to reduce the
up-front cost of insurance and cross-subsidizafipnmembers, donors and governments) are
amongst the other ways that CBHIs make health ama@ affordable even in very poor
communities (Tabor 2005, 28). According to him &éhare many CBHIs that have a solidarity
fund that is financed by a small premium mark-ug anused to subsidize membership by the
very poor. For example, in South Borgou, Benin ¢hare two mutual health organizations that
have established solidarity funds to pay premiuondhindicapped, elderly and destitute persons.
There is also the example of a mutual health omgdioin in Senegal in which members pay the
premium for street children (lbid).

Some CBHlIs have a sliding-scale for premiums basedncome, and other CBHIs have a
savings-scheme that allows households to set asitEl amounts over time to pay their
premium costs. For example, in Rwanda, the pomulas classified into different categories
according to their revenues (income) and the premaitor CBHI are paid accordingly. Also, in
Rwanda, the system of TontihHeelped many poor people to pay their premiums.

When mutuals first started in Rwanda, 7% of houkklpaid their premium through tontine
system (Morestin & Ridde 2009, 4). In the followipgars, the mutuals signed agreements with
credit cooperatives so that the latter would madans$ in the amount of the annual premium
(ibid)

° Tontine : System in which a group of people creapeol into which everyone deposits the same abmufixed
dates and from which, at every date of deposit,pardcipant is designated to receive all the dipos

46



However this strategy is not directed at househwoltle are permanently without money, but

rather to those who are moderately poor and alj@ayahe premium, although not all at once.

As another proposed solution, scheduling premiuffection at the right time of the year can
help improve access to the poor, especially whein thcomes are highly seasonal. According to
a study in the region of Thies (Senegal), househioldhe poorest quintile use primarily harvest
earnings to pay the premium. If a lump-sum paymentquired, it must at least be after the
harvest. Households in the Nouna district of BuskiRaso have recently requested that
memberships in mutuals be paid in this period. H@rea study in Guinea-Conakry points out
that even at harvest time, some are too poor teegabgether the necessary sum (ibid, 5)

CBHIs also can make health care more accessibileetpoor by addressing a number of the
non-financial barriers that deter/discourage pardeholds from joining. This includes bringing
health service providers to remote villages angihglto change the attitude of providers to the

treatment of the poor.

Regarding awareness problem, the CBHI must offgoad benefit package in order to make it
attractive even for those who have reticence abwmdical insurance. The solution is to provide
coverage for a mix of hospitalization and primagalh care services-this helps make the
insurance service more desirable to target beaeks since all are likely to make some use of
the scheme during the course of a year. Clientst fiulig understand what they are buying
before premiums are paid if they are to be expetednew their coverage. Research has shown
that when clients do not understand what they asgnly, they will perceive that they are not
getting their money’'s worth because they were umdbl access the health care that they
expected (McCord 2001).

Also public education can in partly solve the pesblof awareness because it has been shown
that the CBHIs that have encouraged effective comeoations and client education are

rewarded by a high level of member participatiod Ew dropout rates.

To respond to covariant risk, there is a need &stnerships, either with donors or government.

Some of the ways in which CBHIs have succeeded amaging covariant risk is to include
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policy limits on total payouts and to exclude catigs of diseases or chronic conditions likely to
pose large covariant risk.

First-dollar coverage policies are sometimes useensure that the cost of treatment beyond a
specified amount is either born by the Governmertyothe policy holder. Often governments
(and/or their development partners) provide implieinsurance to CBHIs for losses incurred
during periods of substantial covariate risk. Fraraple, a malaria epidemic in southwestern
Uganda cost the Kisiizi Hospital Health Society @th8.5 million Uganda Shilling ($6,500)
(McCord and Osinde 2002). As a result, in 1998muoe than 64% of the Societies expenditures
could be covered by their premiums. The MinistrHefalth accepted responsibility for the costs
due to the epidemic, and although no formal regusce agreement was in place, reimbursed the

scheme for their losses (ibid).

[11.3LESSONSTO LEARN FROM RWANDA

Rwanda has come a very long way since the teredmts of 1994, rebuilding out of the ruins
of conflict to create a forward-looking country theevertheless continues to face a number of
challenges. Landlocked and densely populated, Ravesndne of the world’s poorest nations but
also it is the only country in sub-Saharan Africasuccessfully integrate bottom-up and top-
down financing (pooling, more specifically) arrangents — community based health insurance
(CBHI) know as “Mutuelles de santé” working in cenicwith a government led financing effort
that, together, are building a national health ritiag system that is tailored to the specific

requirements of the country.

In fact, Rwanda’s mutuelle health insurance scheasebeen consistently served as a model of
how community health insurance can be scaled @gh@ve large scale improvements in access
and health outcomes. For example, over the fesade, national Mutuelle de Santé in Rwanda
covered more than 90% of the population, has retloce-of-pocket spending for health from
28% to 12% of total health expenditure, and inadaservice use to 1-8 contacts per year
(Makaka et al. 2012, 1)
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However, the role of the mutuelle scheme in aghgvecent health improvements in Rwanda
has often been exaggerated without consideratiomtioér vital factors. This section then

discusses different factors that contribute tosthecess of CBHI in Rwanda

I11.3.1 comprehensive health financing policy

The development of CBHI is a key part of the Rwandaccess story because it is embedded
within a comprehensive health financing policy théterentiates Rwanda’s experience from

other, less successful CBHI experiences.

Box 1. CBHI (Mutuelle) experiencein Rwanda and other African Countries.

Rwanda’s experience with mutuelle development steimgilarities with other African countries that
have been leaders in community-based health inseré@@BHI), such as Ghana and Senegal.

However, the three country experiences differ ia types of community-based health financing
schemes, the policy context, the modes of intéorerdnd the patterns of interaction of key actors.
They are also differentiated by how they combirteriention modes to provide a supportive
environment for CBHI development. Senegal, Gharth Rwanda have all made the extension| of
social protection through mutuelles a cornerstomeheir revised poverty reduction strategies. But
the major difference among them is that Senegalnmsyet demonstrated the political will and
leadership to put in place an institutional frametvdor scaling-up of mutuelles. Community
initiatives continue to emerge with support from @&3and external partners, but with no support
from the central government or local governmentunConsequently, no formal relations exist yet
between mutuelles and traditional health finanaimgchanisms in Senegal.

The Rwandan institutional and political experienserery different from the laissez-faire approach
that continues to prevail in Senegal, and the divecand top-down approach of Ghana. The
political will and leadership in Rwanda has remainstrong in the promotion of mutuelles, as
currently in Ghana. But strengthening communityticgration in the health sector was among the
original objectives of the mutuelle policy initiadi in an environment in which political and
decentralization reforms promoted empowerment aadigipation. Thus, Rwandan actors and
promoters of CBHI remained mindful of maintainingoalance between a top-down approach|of
state intervention and a bottom-approach for ensymf state intervention and a bottom-approach
for ensuring that mutuelles were well rooted at,&ctor, and district levels.

Source: Health Financing Task Force DiscussiorePdgolicy Crossroads for Mutuell
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It is important to acknowledge the improvementaduess to health care that have come about as the
result of a process of carefully orchestrated hefihtancing strategy that includes: fiscal and
managerial decentralization and increased goverhmapanding on health (government budget
allocated to health has risen from 8.2% 2005, twura 10.2% for 2009-2010 (WHO 2010), and
increased external funding for health, with a sasal amount used to support the CBHI-based
mechanism rather than to finance parallel syst&mslly, the introduction of strategic purchasirfg o
health services under the label of “performancesthdmancing” (PBE%) as a national policy has
brought about a fundamental change in the wayhbalth facilities and their staff are motivated to
strive for greater quality and efficiency (Ministoy Health 2010).

Also, while the network of mutual health insuraischemes known as mutuelles is at the core of the
Rwandan success story, it is the linking of théedént levels (community, district, and national)ai
coherent and complementary manner, and the estatdig of a bottom-up mechanism that pools
resources under a national strategy and providetamésms for cross subsidization that makes them

so effective.

111.3.2 Good leader ship and decentralization of health sector

Strong and committed leadership, vision and acatilitty mechanisms at all levels are vital to
successful CBHI in Rwanda.

In order to be successful in implementing any kofidarge scale scheme, there must be a clear
vision and related policy objectives set forth bg government. Then, under the leadership of
the Rwandan Government, the program to establisteffective national system of health
insurance was made a core government priority agentfision 20/20, Economic Development
and Poverty Reduction Strategy (EDPRS) and Heatto$ Strategic Plan (HSSP) (WHO 2013,
4). Also, the success ahutuelles is in part a result of government ability to enmrocal

implementation through fiscal and managerial deeénation

The government of Rwanda has tried to decentralizenplementation of health care policy,

with the central government responsible for stewfail activities only (e.g., including policy

10 performance based financing, or ‘pay-4-performancedutput based aid’ as it is generally refertedconsists
of a family of various methods and approachesahatim, through differing levels of interventioat, linking
incentives to performance by Louis Rusa

50



development, capacity building, monitoring and ea#ibn, and resource mobilization). Risk
pooling for mutuelles is managed at both the cérdral district levels. The central level
manages subsidy funds obtained through non-mutunsileance funds, charitable organizations,
NGOs, development partners, and the GovernmentwdnBa. This national solidarity fund
channels subsidies down to the district mutuellelaoty funds as well as to tertiary hospitals
for care of mutuelle members who are referred Isyridt hospitals (Kayonga 2007, 4). The
reality is that the Rwanda success story is duenmdne the government has used the resources

available to it to increase coverage and boosbpadnce.

According to the interview with the manager of CBHhhutuelles de santé” in district of
Nyarugenge in Rwanda, the job of district is tousaghat there is an equitable and efficient use
of resources at the local level. The district ganeent oversees a network of what are relatively
autonomous facilities, comprised of district hoalsitand health centers, that are either public,
government assisted, not-for-profit (mostly faitasbd), or private institutions. The district
government also oversees the network of autonommuuiselle branches within the districts and
manages a district pool that covers costs for fegel referral hospital visits for the mutuelle
members. Being closer to the people, the distacbetter positioned to identify and address

needs more efficiently and effectively

The sector level CBHI facilitates the recruitmerit members through mobilization of the
population to subscribe to CBHI by enhancing thpac#ties of mobilization committees in

villages, cells and sectors

He added that the communities form the base ofbtittom-up pillar of the Rwanda health

system architecture. In order to get community inthe district governments make decisions in
consultation with various community committees. eTdommunities also play a key role in the
management of the facilities through participation the hospital boards, while elected

community representatives manage the mutuelle besnc

Another aspect of good leadership is how the Minisf Health in Rwanda improves capacity

building, monitoring and evaluation of CBHI sectsonMinistry of Health has different technical
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units such as the “Cellule d’Appui Tchnique aux Meltes de Santé” (CTAMS) that support the
district and sub-district levels in managing andnitaring the mutuelles, and the “Cellule
d’appui a I'approche contractuelle” (CAAC) that popts the service purchasing related to PBF.
These support units are made up of experts froranger of disciplines including policy and
planning, health economics, human resources arduiisnal development, monitoring and
evaluation (WHO 2013, 1)n addition, information is compiled using inforrmat technology,
notably electronic health records and national m&pg systems. At the district and national
levels, health centers use technologically advaheatth-surveillance systems.

This technical support comes to resolve the meatoproblem of weak management that
normally hinders the good implementation of CBHI.

It is also important to note that Rwanda has praosteong political commitment and leadership
to attain universal coverage by paying premiumgrfdigents under CBHI. It has also made the
enroliment to CBHI mandatory to all Rwandan withaaly other medical insurance. A patient |
met at Muhima District Hospital revealed that withanandatory enrollment many people would
not have joined the CBHI schemes, just becauseadfunderstanding of benefits of medical
insurance. Most of them they don’t see direct b&nefs they think they might not fall sick
during the whole year.

In brief, it should be noted that the commitmenverfy powerful national leadership to effective
implementation and accountability at local leves lsiven success in Rwanda: other countries

may have differing capacities to take advantaghedge lessons

I111.3.3 Cultural factor

Another success factor is related to cultural feect€BHI in Rwanda is one of the home grown
solutions?! initiated by Rwandan government. A defining cloggdstic of these initiatives is
their roots in the local community. Typically thegve taken the form of small community based

mechanisms or pre-payment systems set up and ndhragdocal health facilities. The

1 Development strategies that are grounded in Rwatrddition
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importance of local ownership was recognized wimengovernment began to focus on ways to
meet the challenge of how to pay for health back989 (Diop et al. 2007, 24). Thus, from the

outset, Rwanda’s health financing strategy wasgthesli to build on existing strengths.

According to ODI study, there are socio-culturad gpolitical institutions and practices in
Rwanda’s history, which in the past served the psepof promoting social and political order,
and whose abandonment in the pursuit of moderniptributed significantly to the
destabilization of society and the country’s posti These includeubudehe mu kurwanya
ubukene (collective action to combat poverty)gacaca (informal conflict settlement
arrangements)imihigo (competitive performance contracts and accountgbihechanisms),
itorero ry’igihuguy, (cultural mentoring and leadership training) amehuganda(communal
work). All those social cultural practices have meevived in modern way and now help the
country to solve different problems among of otheeglical insurance for people from informal
sector.

Two of those cultural practices: Ubudehe and Inahage largely contributing to the success of
CBHI in Rwanda (Chambers & Golooba-Mutebi 2012,.4B)e same study proves that the
ubudehe initiative is akin to a longstanding tradition ofutnal self-help within local
communities. In one of its most widespread forraaning households help each other with land
clearing, planting and, eventually bringing in thervest. In its official form it has, among other
things, facilitated the implementation of natiopalverty eradication initiatives. Implementation
starts with classification of poor people, theretyabling the poorest and most vulnerable
households to be identified by their fellow village In this way they become the priority
recipients of any support available from the gowant or its development partners, including
payment oimutuellesubscriptions. Inclusion of payment fowutuellehas helped extendutuelle
coverage to poor households that would otherwigehawe the capacity to pay for themselves
(ibid, 44)
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Another cultural practice that helped the Rwandavegiment to implement CBHI successfully
is “Imihigo™® (performace contracts). In the local policy emviment the annual performance
contracts have played an important role in effastsnprove service delivery, as they act as ‘an
implementation device’ for the District Developmétans (Government of Rwanda, 2007). A
manager of CBHI at Muhima district Hospital confech that one of the indicators of
performance in the Imihigo contracts between thesigent and district mayors is the coverage
of mutuelles This reflects a strong commitment at high lewelthe development ahutuelles

but also creates the incentive for district mayorenforce enrolment

In fact, Imihigo are playing a great role in theceess of CBHI as they include important
objectives for attainment by local authorities Htlavels. Among of others they include the
acquisition of health care facilities, subscriptit;mthe community health insurance scheme,
family planning uptake, antenatal service usagainitig of CHWSs, delivery under the

supervision of skilled personnel, at health unNational-level prioritization and pressure for

implementation have helped keep the delivery odéhservices high on the political agenda.

111.3.4 Public education or social mobilization

The CBHI managers from Muhima district Hospitabdadnom Gihogwe health center believe
that in Rwanda, volunteer community health workplsy a pivotal role in catalyzing and

pushing for behavior change and in ensuring thatational and local policies are implemented
at the local level right down to the village. Siamilinitiatives have been mostly unsuccessful

elsewhere in Africa.

A number of strategies are used to ensure thatteffo improve the enrollment tarfutuelle de
santé schemes start at the grassroots level throughadng educational activities and where
necessary, awareness campaigns designed to indeltavibral change. Public awareness

campaigns have played a pivotal role in educatiegobpulation about the importance of certain

12 Annual imihigo performance contracts, in which the goals necegsaagchieve national and local development
objectives are agreed upon, are drawn up betweeiRiasident of Rwanda and the district mayors aad @s a
mechanism to hold districts to account for progtessards these objectives
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policies and practices, and consequently, in ermgng behavior change. There are community-
level, multi-actor sensitization campaigns whicis@aawareness of different issues and which
can be credited with contributing to improvementervice provision. These campaigns often
have specific objectives such as increasing thebeurof mutuelle subscriptions and raising

awareness with regard to a whole range of things.

In fact, other countries should take into consitienathe unique and strong sense of community
orientation that is essential in building CBHI inve&nhda and scaling it to the national level. As
shown in previous paragraphs, in Rwanda, most e¢éigonent programs have roots in the strong
community-oriented culture; the mutuelles were tdudm the grassroots level up to the national

level to ensure large uptake and scale up.

I11. 3.5 Social capital

Social capital is also a crucial factor. The thé&oat part of this study demonstrated that schemes
characterized by strong intra-community ties areeniely to experience success in CBHI than

those without these ties. In Rwanda, 1994 gencajdénst Tutsi had torn the social cohesion of
Rwandan society. However, after that tragic pertbd,government of national unity prioritized

the unit and reconciliation of all Rwandans and thbjective has been achieved at great level.
The restored social cohesion contributed a loh&duccess of CBHI implementation in a way

that people within the community initiated “mutugdoups” and they set up a system where
households used a savings and loan associatioavi® enough money to join a prepayment
insurance scheme. Overall villagers have embrateset associations. Poor people who
previously found it difficult to pay their healthsurance in one go find that the system facilitates

their payment by allowing them to save gradually.

In brief, those are main lessons that have charaetethe Rwandamutuelleexperience and
distinguished it among other Africamutuelle experiences. Despite the limitations of the
mutuelle strategy, the country’s collective polgcleave helped it achieve historic gains.

However, some international commentators disprapuately underscore the mutuelle’s role in

these achievements and oversell community insuras@efinancing panacea for others to adopt
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solely on its basis. It is important for all asgeof Rwanda’s success to be acknowledged and
studied for broader adaptation and, in particullsr,increasing and strategic investments in
health, strong economic performance, uniquely &ffequblic administration, and popular buy-
in to government initiatives. Indeed, these otlaetdrs are part of the reason why the mutuelle

as a program has been as successful as it has.

Also, Rwanda’s leadership should be lauded for tingdressive accomplishments. Policymakers
in countries looking to follow in their footstepeed to take the Rwanda model as a whole and
look at the mutuelle program more critically to emstand its relative merits and many
limitations rather than simply buying the hype.IKlizg about limitation, the CBHI in Rwanda is
criticized to be greatly subsidized by the governtmand development partners. Then its

sustainability is questioned in case the subs@lieshot available.

[11.4 CONCLUSION

In many countries, new forms of risk sharing atlteal level are developing. Community Based
Health Insurance schemes (CBHIs) are a prominearnpie. They rely on pooling of resources
by community members through the prepayment of prers. This study showed that while it
has been reported in the literature that such selezan substantially reduce transaction costs
and help to better protect poor people againsttineddocks, many of them fail because of a
number of problems related to their implementatiblowever, throughout this study | have
demonstrated that there are certain settings iclw@BHIs have performed well, especially in

the case of Rwanda, where more than 90% of thelgtopu is insured by the country’s CBHI.

The main purpose of this research has been to ghmljknown problems in implementing
community-based health insurance policies in dgetpcountries and the strategies that help to
overcome those problems. The lessons from theafsRe/anda have been discussed in order to
analyze if Rwanda can serve as a model for otheeldging countries which failed to
implement CBHIs. Based on extensive literatureaevand on some informal interviews with

some users and managers of the CBHI in Rwandayrididhat among the main challenges
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hampering the implementation of the CBHI are protderelated to insurance risk, design

features and contextual considerations.

The findings suggested two main problems relatethd$arance risk such as adverse selection
and moral hazard. Adverse selection is an impoxtantern for any voluntary health insurance
scheme since more sick individuals will join thathers. In the context where a CBHI serves
primarily poor populations, this problem is moreves®. As solutions, the literature and
interviews proposed mandatory enrolment and hoddehembership as opposed to individual

subscription.

In addition, the introduction of cross-subsidizatighe rich households pay a higher premium)
has been recommended as a means to bridge theiéihgap due to adverse selection. | found

that this solution is being applied in Rwanda anddyresults are expected.

Apart from adverse selection, | have also found tharal hazard is a serious problem that slows
down the performance of CBHlIs. The literature shobwheat moral hazard is due to unjustified
use of services at either the primary or the seaontkevel, without any real necessity—an
attitude induced by the very fact of being insuaad having easier access to health services .

Moral hazarctan be induced both by patients and by providers.

Scholars have showed that there are two kinds afinfmzards: ex-ante moral hazard due to
reduced care of health after joining a scheme dmel éx-post moral hazard due to

overconsumption of medical services (Ahuja, Jutdag3, 13).

In Rwanda, fraudulent use of the insurance scheye&dm-members has been reported in
Muhima district hospital. A number of measures hila@en suggested in the literature to mitigate
problems caused by moral hazard. Those measuresiéneducational awareness campaigns to
enhance healthy behavior, co-payment and to limsiiiance coverage to only particular types of
illnesses. However, this list of measures is nbiaestive. It should also take into consideration
the context of different CBHIs, as all of them ar# identical.
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Besides problems related to insurance risk, | fotnad the success of a scheme is hindered by a
number of challenges related to its design featgresh as small risk pools, under pricing,
inadequate coverage, high start-up costs and wealagement. Different authors have showed
that weak CBHI management capacity includes arf@aita adequately manage insurance risks,
unrealistic premiums, the absence of a communigmass culture, low controls for fraud and

limited coverage (and hence high risk of advergecten).

It also implies the absence of qualified staffrted in insurance, lack of marketing surveys to
link products to perceived needs, limited marketi@yond the pilot phase, poor data handling
and management capacities, and stiff competitiomfhighly subsidized government hospitals
and national social health insurance agencies (Mt@od Osinde 2002, Musau 1999). To solve
such problemsthe literature considers thpermanent training both in management and book
keeping, as well as in pricing of health risks sedambe an appropriate remedy to overcome

deficiency in management.

Apart from problems related to insurance risk aesigh features, the literature proved that there
are also problems related to the context in whi&@HG are launched. Those problems, when
unaddressed, slow down the performance of CBHIshSuoblems mainly include poverty,

awareness problems and covariate risk.

In fact, it has been shown that health risks ameapor concern for the poor but the participation
in community financing schemes requires resourdes ifnoney), which the most disadvantaged
groups in societies often do not possess. Furtiernthere is an awareness problem due to the
absence of a formal insurance culiuesnd a consequent lack of trust in insurance-type
arrangements whereby clients pay in advance fandce that they may or may not receive in

the future.

Scholars advocate that empowering informal sectarséholds, including the poor, to better
manage their health risks, in a financially effiti@nd effective manner. It can be an important
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part of the solution to the complex nexus of povartd health problems. Also, the subsidization
by donors and the government is another way to tiedppoor to access medical insurance.
Client education, through awareness campaigns,lezh to behavior change and remove the

poor mindset about medical insurance.

Many countries have failed to successfully implemé€BHIs due to the already mentioned

problems. Few others have had success in one eraespecific areas, but all face several
challenges. The case of Rwanda reveals progressio@arovides that its success should not
be considered as perfection; however, it does offdmable insights in the steps Rwanda has
taken in order to move towards Universal Coverage] as such presents valuable lessons

learned to inspire other countries.

As this study has attempted to show, one of thet mosarkable aspects of the Rwanda success
story is the way the government has used the ressw@available to increase coverage and boost
performance. The World Health Organization has/@dothat that the success of the CBHI in
Rwanda is in partly due to increased governmenndipg on health. For example, the
government budget allocated to health has risam 832% in 2005, to around 10.2% in 2009-
2010 (WHO2010).

Also, donors are delivering financial and techniassistance through the mutuelles rather than
through parallel channels. The level of fundingvled by donors is also substantial, with
external resources exceeding 50% of Total HealtheBEditure (ibid). This relative abundance of
resources has of course been enormously helpfablioy makers, but it also represents one of

the most important challenges: how to sustain #reehts of the system in the long term.

The study has also demonstrated that the succeks @BHI in Rwanda has been driven by the
commitment of a very powerful national leadership eéffective implementation and

accountability at the local level. This effectivenglementation has been possible through
participatory decentralization of community healtbrkers (CHWSs) that has brought services

closer to communities and empowered them to ppdiei in their own development.
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Decentralization induced community support, whishan important factor in achieving high

levels of uptake and continued enrolment in theseh

Members of the CBHI in Rwanda are involved in aietgr of activities including overall

coordination, community sensitization, encouragenasa advice. In addition, CBHI success is
due to the system of home grown solutions initiddgdRwandan government. This unique and
original way is founded seen as a permanent soluti@governance and development problems,

including health problems

CBHlIs, known as “Mutuelles de santé,” are oneheftitome grown solutions to extend medical
insurance to low income households, especially ftbeninformal sector and rural areas. Other
home grown solutions like “ubudehe” and “imihigcdve contributed immensely to the success
of the CBHI in Rwanda. The ubudehe initiative almlvthe classification of the Rwandan
population according to their income, which helpetermine the premiums they pay, according
their level of incomes. The rich pay more thangber. This helps to fill the financial gap and to
increase the pooling risk. “Imihigo,” competitiveenformance contracts and accountability
mechanisms, have pushed local leaders to increalsscription tothe community health
insurance scheme. They have acted as incentiveldal leaders to work hard and get the

population sensitized about the benefits of the C&tdl then to adhere to it massively.

All these factors combined contribute to the susadsCBHIs in Rwanda. They also make it a
likely model for other developing countries. Howevthe literature provides a warning that
countries should not blindly copy schemes that haweked well in a different setting, but that
they should take each case as unique. This requiigse solutions to common problems related

to the implementation of CBHls.

The problems are common but solutions must be egh@lccording to the context in which the
CBHI is launched. There is an argument that comtgudmancing schemes are no panacea for
the problems that low income countries face in ues® mobilization. They should be regarded
as a complement to — not a substitute —strong gowvent involvement in health care financing

and risk management related to the cost of illness.
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There is hope that the future will show if there arays to overcome common failings of CBHI
in many schemes. These include limited participatiow cost recovery rates and the problems
of including the poorest members of society (Cress® Bennett 1997). Finally, future research
should address the question of how subsidies Bptorest in a community can be designed in
order to preserve the incentives for a viable mansmt of the schemes and to achieve optimal
targeting. In addition, more research is neededitber promising measures to fight social

exclusion in access to social protection in lonwoime environments.
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