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Acronyms

AFD

Agence Française de Développement (French Development Agency)

GRET

Groupe d'échange et de Recherche Technologiques (Research and Technological Exchange Group)

SKY

Sokhapheap Krousar Yeung (Health for our Families)

Introduction
The SKY micro health insurance program, run by the Research and Technological Exchange Group (GRET) is an innovative attempt to extend health insurance to Cambodians, with special initiatives reaching out to both the rural and urban poor.  

The University of California, Berkeley, in collaboration with the Cambodian research firm Domrei Research and Consulting, are conducting a longitudinal impact evaluation of the SKY micro health insurance project. The study aims to measure the impacts of health insurance on the rural poor in Cambodia and to shed light on the reasons households choose to purchase, or abstain from purchasing, voluntary health insurance. 

The objective of this report is to understand the socio-economic determinants of take-up of health insurance.  As part of the SKY impact evaluation, baseline and follow-up household surveys were conducted in 2008 and 2009.   This report uses data from both surveys to evaluate the type of households that purchase SKY health insurance.   

This report complements other components of the evaluation of SKY health insurance including a randomised encouragement (using a lottery for a discount coupon) to purchase SKY, a longitudinal household survey, village monographs and longitudinal data collection on health centre quality. 

Background – SKY Health Insurance
Cambodia is one of the lowest income countries in the world.  Despite significant improvements in public health infrastructure and service delivery in recent years, health outcomes remain poor, with an under-five mortality rate of 83 per 1000 live births and maternal mortality rate of 472 per 100,000 live births.
 At the same time, out-of-pocket health spending in Cambodia is high with families spending an average of $180 a year for health care; a large proportion of their household income. High expenditures coupled with poor outcomes suggest Cambodians are generally willing to pay for medical care, but they are misdirecting their payments or are being badly served. 

One possible solution to high expenditures for and under-treatment of illness is health insurance.  The SKY (Sokapheap-Krousar-Yeung – SKY-‘Health for our Families’) health insurance program was introduced by the NGO GRET in 1998.  The program originated from concerns about high levels of microfinance loan defaults due to illness. It was felt that if health could be affordably insured, this problem could be resolved.  

SKY micro health insurance is a voluntary community based health insurance program, relying on a monthly registration and premium collection system at the family level. SKY offers health insurance for between $0.50 per month to $2.75 per month per household, depending on the number of persons.  It covers both primary health care and hospital care with a mandatory referral mechanism. Benefits include totally free and unlimited access to all contracted health centres for primary health care or emergencies and contracted referral and provincial hospitals when referred by the health centres. Sky has limited exclusions including long-term treatment of chronic diseases and also HIV and TB, which are already covered by vertically funded national programmes. 
The SKY program expanded to various provinces in the years following 1998. In May 2010, there were 54,500 members in 11.500 households.
 Take-up of insurance ranges from 2% in areas where insurance has only recently been introduced to 12% in the longest-served regions.
 
Methodology

To gauge the effects of the SKY program on health, health care, and economic outcomes, an impact evaluation was initiated in 2007.  As part of this evaluation, baseline and follow-up household surveys were conducted in 2008 and 2009.   The baseline survey followed the introduction of SKY to villages in the provinces of Takeo, Kandal and Kampot. The aim was to introduce SKY to previously unsolicited villages and to collect comprehensive household data and measure the impact of SKY over time. 

In total, 245 villages were surveyed. This was achieved through several steps. Firstly, village meetings were conducted in each location by SKY staff, and lucky draws (lotteries) held for low or high value discount coupons for SKY insurance. High coupons entitled the holder to 5 months free out of the first 6 months and an additional 3 months free of the subsequent 6 months if they renewed membership. Low coupon holders were entitled to just 1 month free out of the first 6 months. All high-coupon holders and a subset of low-coupon holders were subsequently visited by a local SKY insurance agent.  Several months later the research team visited a subset of attendees and asked about a range of health, health care, and socio-economic topics.   In total, 2,659 high coupon and 2,547 low coupon households were interviewed at baseline.  

This report uses data from the baseline and follow-up surveys to evaluate the type of households that purchase SKY health insurance. This report builds on previous qualitative
 and quantitative
 reports to add to our understanding of the socio-economic determinants of take-up of health insurance in Cambodia.  
Results
How do Sky Members differ from Non-members?

This section summarises differences between people who join SKY and those who do not. For the purpose of comparison we focus our analysis on education, wealth, indebtedness and health. 
Education

Schooling in Cambodia can be split into 3 levels – primary, which finishes at the end of grade 6, secondary, which finishes at the end of grade 9 and high school, which finishes at the end of grade 12.  SKY members have slightly more education than non members.  Specifically, while about the same share of both groups have only a primary education, more SKY members began or completed high school (12%) than non-members (8%, figure 1).
Figure 1: Highest Grade Completed
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n=2,987
Household member other than respondents making healthcare decisions

There are several possible explanations for why SKY members are more educated than non-members.  Firstly, households that are better educated may be better able to understand the concept of insurance (pay now for possible benefits later).  Secondly, households that purchase SKY may also be those who place a higher value on education.  These households may buy SKY to ensure that a health shock does not lead a family to withdraw a child from school, either due to poor health or to help pay for family medical expenses.  Finally, education may proxy for higher ability to pay, whereas less educated households may find it more difficult to pay SKY premiums.  

It is clear that the issue of education is sometimes a factor within decision making of whether or not to become members of SKY. On the one hand, the desire to use SKY as an assurance that schooling can be continued was sometimes explicitly stated:
“But, my family will still continue to stay with SKY because it helps my family’s economic prosperity and helps us learn more about health care. Most importantly, my children have good health and can go to school regularly and my husband has time to work in the factory.”

On the other hand, other households stated that they do not buy SKY because they cannot afford the SKY premium along with the expense of education:

“I don’t have money to pay the premium because my children are studying.”

At the same time, this quote shows the importance of the ability to pay as a factor in decision making regarding health insurance.  
Wealth

It is assumed that wealth impacts on a household’s decision whether or not to purchase health insurance. We find evidence to support this understanding of SKY’s clientele.

By most measures, members had greater wealth than non-members, and in some measures the differences are quite significant (Table 1).  Members were slightly more likely to own farmland, slightly less likely to have no assets, significantly more likely to own animals, slightly more likely to have another nonfarm business, significantly more likely to own gold and significantly more likely to have capital for giving small loans. Although SKY members appear wealthier than non members on many indicators, car ownership, which is an indicator of the highest socio-economic group, is equal among both groups (0.04%).

The vast majority of SKY households are farmers, with 87% owning farmland and 92% having farm animals.  Almost all farms are small, with a median size of 0.6 hectares and 90% under 2 hectares. At the same time, a significant minority of households (29%) have non-farm businesses.  
Table 1: Wealth Indicators in percentages

	Wealth Indicators
	SKY members
	Non- members

	Owns Village Land
	95.9
	95.4

	Owns Farmland
	86.6
	85.7

	Have no Asset
	3.0
	4.2

	Own Animals *
	91.8
	88.8

	Have Another Business 
	29.2
	26.6

	Have Cash Savings
	39.0
	33.6

	Have Any Gold *
	64.5
	61.5

	Have Capital for Giving Loans *
	3.18
	1.48


Source: SKY Survey, Baseline Dataset

n=5,325


* if member and nonmember means are statistically significantly different at the 5% level. 
There was some qualitative evidence that low incomes reduce SKY membership (in addition to the quote on not being able to afford both schooling and SKY, above). For example: 

“My family didn’t join SKY immediately because I didn’t have enough money to pay the premium.” 

We hypothesised that households that purchase SKY may be those that find it more convenient to visit public health centres. We found some evidence that households that face lower costs (by moto) to the nearest health centre are more likely to buy SKY insurance. 
Debt

High expenditures for health care have been a major cause of indebtedness in Cambodia. There is no state safety net for unemployment due to illness in Cambodia, and thus, in addition to the cost of health care, poor health and an inability to work because of it will have a potentially devastating effect on both individuals and families. For example, a survey interviewing 72 households in which at least one member had dengue after a major outbreak in 2004 found that one year later, half of the households still had outstanding health-related debt with interest rates between 2.5% and 15% per month, and several families had found it necessary to sell their land to pay their debt
. Annear, et al.,
 found similarly high levels of indebtedness due to medical expenses.  Fear of indebtedness and inability to access credit imply that some households forego care when someone is seriously ill
. 

This report finds indebtedness due to health issues was a prime motivator in joining SKY Health Insurance
.  SKY members are more likely than non-members to be in debt, more likely to have only one lender, more likely to have borrowed from a micro-credit agency, less likely to have borrowed from a money changer, more likely to have borrowed for health, to start a business or for education and less likely to have borrowed to buy food (differences are not significant at the 5% level; Figure 3). So we have a profile of members who, although they have a slightly greater propensity to borrow, may be more prudent in whom they borrow from and what they use the loans for. 
Figure 2: Indebtedness Indicators 
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Table 2: Sources of and Reasons for Indebtedness in Percentages

	Reasons for Debt
	SKY members
	Non- members

	Borrowed from Micro credit Agency
	52.1
	41.8

	Borrowed from Money Changer
	0.2
	0.38

	For Health
	41.1
	40.1

	To make rice
	19.2
	23.1

	For Food
	15.1
	17.4

	To start business
	17.0
	16.4

	For Education
	5.92
	4.56


Source: SKY Survey, Baseline Dataset

n = 2,948 households with debt

Fear of greater indebtedness is clearly an important reason for joining SKY. We found that some households have spent hundreds of dollars for health care in the absence of SKY. In most cases, these households needed to borrow or sell assets to pay for these expenses.  These households were more likely to understand clearly how SKY can help prevent indebtedness due to health problems
:

“I prefer SKY because I pay a little money per month as saving money and when we have serious disease, we can get treatment without paying. As in my case, I have tuberculosis and I have a tumour in my uterus. If I didn’t have SKY to help me, I would have spent a lot of money, maybe over one hundred dollars. For example before I joined SKY, I had an operation and spent over 1000 dollars.”

“After being a SKY member for three years, my son in law became sick with typhoid fever. First, I took him to a private provider for treatment. I paid $250 for the treatment, but he still did not recover. Then I took him to Chey Chumneas [public] hospital……In the morning, I showed the SKY book to Dr........ He found a place for us to stay and provided food to the patient. My son-in-law was cured after 1 week at the hospital. We didn’t have to pay for the hospital.”   
“Without support from SKY, my family economic situation would be very difficult because if I needed to get treatment from a private provider, I would have to pay $300 or $400. SKY has helped my family’s economic situation because before joining SKY, I sold my cows and rice field because of my diseases. SKY is really good for my family because it helps my family reduce our spending. My daughter is going to have an operation for a tumour in her uterus, but because I am a SKY member, I don’t have to worry about the costs.”
We also found that households that had few ways to cheaply self-insure their own health (e.g., savings, family help, no interest loans) were more likely to buy SKY insurance.
Health

We tested our assumption that people would be more likely to join SKY if they expect high future payments for health care, by looking at existing medical problems, past major health expenses by themselves or those they know, or other risk factors. As table 13 shows, for all measures of poor health indicators, SKY members scored higher than non members. 
Table 3: Health Indicators in Percentages

	Health Indicators
	SKY members

(N = 1069 Households)
	Non- members

(N = 3897 Households)

	
	
	

	Someone in household disabled from main activity 7 or more days due to illness in the three months before SKY meeting *
	7.3
	5.8

	Household Member died in the three months before SKY meeting
	1.0
	0.6

	Spent more than R120,000 ($30) on health care for a single illness or injury last year
	4.7
	3.5

	Household has a member in self-reported poor health*
	78.4
	68.7


Source: SKY Survey, Baseline Dataset. Sky members include only those joining within 2 months of the initial meeting.  

* if member and nonmember means are statistically significantly different at the 5% level. 

From the baseline survey, we found that SKY members were significantly more likely than non-SKY members to have someone in the household who had been unable to work due to illness in the three months prior to the SKY village meeting, significantly more likely to have a family member in poor health, more likely to have spent over $30 on health care or injury in the last year and more likely to have had a family member die in the last 12 months.    
Qualitative data also shows that perceived or actual poor health was a prime motivating factor in the purchase of SKY and also why people chose to remain SKY members:
“I joined SKY because I have a chronic disease.”

“I got some advice from my cousin and neighbour by saying that your family have a lot of members and have children with disease (one have cancer of nose and one more have typhoid with stomach ache and heart disease) should became SKY member because SKY insures many diseases, especially serious diseases.”

“One day after the village meeting, I decided to join SKY. I stayed with SKY until September 2005. The reason that my family decided to join SKY is because I think that it is easy when we have serious disease without having to pay.”

“I stay with SKY because I have a chronic disease.”

Conversely, being in good health and having only paid small sums for occasional treatments for past health events may be among reasons for not joining. Not having family members in poor health was given as a reason not to join SKY.

“I dropped out of SKY in March 2006 because I think that nobody was sick and the Insurance Agent did not explain clearly about SKY services.”

However, remaining with SKY because of existing or fear of future illness is conditional upon satisfactory service
:

“I drop out of SKY because I have a lot disease but doctor were careless.”

“I dropped out from SKY because I had a problem with blood pressure and I was treated at [the nearest] Hospital. At the hospital the staff and the nurses were not friendly and were careless, and the place was dirty. I stayed there for three days and got only three tablets of medicine. It is the same as in the Pol Pot regime. 
“I took my daughter to the health centre to deliver a baby. The staff were slow and told me to wait and that it wouldn’t be a problem. But my daughter was in a bad condition so I decided to call an ambulance and take her to the private hospital in the municipal district. The transportation cost $100. The staff at the private hospital was friendly and welcoming and provided good treatment. My daughter safely delivered her baby, but I paid a lot. So, I decided to drop out of SKY.”

“After I stayed with SKY, my youngest daughter became sick with a stomach tumor.  I took my daughter to the [SKY-partnered] hospital for treatment, but the doctors and nurses said they didn’t have the instruments for the operation…….Then the doctor operated on my daughter [and] referred her to [a major hospital in the capital city] for continued treatment.  I spent $600.  When I returned from the hospital [I had already decided that] my family will drop out of SKY after we finished using our last two months that were already paid for in advance.”  
“Right now, my family dropped out of SKY because my cousin had high blood pressure and received bad treatment at the [the local] Health Centre. The staff were careless with the treatment and did not inject him with medicine or serum until he died in the Health Centre. For this reason, my family dropped out of SKY. We were not the only family to drop out of SKY. Many families in the village lost confidence in SKY and dropped out.”
High Coupon versus Low Coupon

As noted in the introduction, as part of this study we randomised the price of SKY insurance.  Households who drew a high coupon from the lucky draws held at Village Meetings were entitled to 5 months free out of the first 6 months and an additional 3 free from the following 6 months whereas people who drew a low coupon were only entitled to the normal 1 month free in the first 6 months. Take up
 was 4.6% among low coupon holders and 48.0% among high coupon holders. A bit less than half of each group remained members a year later: 2.2% of low coupon holders and 19.4% for high coupon holders.

The much higher uptake among those buying at the randomly allocated steep discount implies that most of the high coupon holders that joined SKY would not have joined at the regular low-coupon price. 
The economic theory of insurance predicts that households willing to buy insurance at the regular price will have higher expected health care costs on average than households that buy insurance at the steeply discounted price. However, when we look at observable differences in health prior to buying SKY, there is no support for this theory.  Households with a member in poor health were 8 percentage points more likely to purchase SKY, but having a low coupon did not cause any additional increase in take up for households with a member in poor health.
 Similarly, low coupon buyers with a major health shock prior to SKY were not more likely to buy SKY than similar households with a high coupon.

However, consistent with the economic theory of insurance, once households purchased SKY low coupon households had significantly higher utilisation of health facilities than households that purchased with a high coupon.  Households that purchased SKY with a low coupon were 8 percentage points more likely to use a SKY-covered public health facility (65%, compared to 57% of high buyers), and 10 percentage points more likely to use a SKY-covered public hospital (20%, compared to 10% of high buyers), in the first 3 months after SKY purchase.  

Views of Insurance agents

Full-time Insurance Agents work in each SKY district to provide information about and sell SKY health insurance.  We also interviewed a number of Insurance Agents to understand their views of why people join and leave SKY. We summarise their views in this section.  

SKY insurance agents felt that people dropped out of SKY because:

· They lack an understanding of SKY benefits; 

· They rarely use SKY; 

· They have other financial commitments; 

· SKY has a bad reputation; 

· SKY is not responsive enough to the wide range of healthcare needs of members;
· Health centre staff are low quality and rude, and 

· Health centres offer a poor selection of medicines. 

Moreover, Insurance Agents explained that public health centre staff sometimes discriminate against SKY members because, as the head of the centre receives the payments from SKY, public health centre staff get no personal benefit from SKY members.  

Insurance agents explained that people stay with SKY because: 

· The members have a clear understanding of SKY benefits; 

· They have had positive experiences at the hospitals;
· They have a lot of illness in the family;
· They are better educated;
· Agents deal with problems at health centres;
· Agents visit clients regularly in their homes; 

· SKY staff may be available at the public health centres; 

· SKY offers financial security, and 

· SKY covers the potentially expensive treatment of children.
Insurance Agents believe that some members continue to use private providers, even though they are covered by SKY, because they are faster, they give injections, they are more attentive, there are fewer queues and the waiting system is less complicated. Because private providers are typically local, lower transportation costs mean that private providers are less costly for medicines and minor ailments.  Households also have more trust in the advice given by private providers, but worry that public providers will refer them as hospital in-patients. 
Insurance Agents further suggested that SKY services could be improved by working with agents to develop better customer relations, involving public health officials more in the process, offering more staff training, encouraging transparency of service from public health workers and encouraging agents to visit members at regular intervals.

Conclusions

By comparing SKY members and non members along various measures, this report finds that there are significant socio-economic differences between people who chose to join SKY health insurance and those who do not.  

SKY members are slightly better educated than non members. This could reflect that better educated households are more likely to understand the concept (and therefore potential benefits) of health insurance, or that households who purchase SKY also place a higher value on education.  Likewise, education could be a proxy for ability to pay. Either way, education was found to be an important factor in decision making regarding SKY membership both as an assurance that schooling will be continued and also in some cases as a deterrent for poorer households who can not afford both schooling and health insurance. 
Perhaps not surprisingly, wealth (specifically ability to pay), was found to be an important factor on SKY membership. SKY members had greater wealth than non members. The vast majority of SKY members are poor farmers but they have more disposable income and assets (including land, business assets and liquid assets) than non members. 

Debt is a significant factor in take-up of insurance. SKY members are higher borrowers than non members.  However, this report finds that they are more prudent with where they borrow from and what they use loans for then non members. Members are slightly less likely to borrow to buy food but more likely to borrow to start a business, for education, or to pay for health care.  Fear of indebtedness is also an important motivator for joining SKY. We found a high level of understanding of how SKY can help prevent indebtedness among SKY members.
SKY households are more likely to join SKY if they expect high future payments for health care.  SKY members are significantly more likely than non members to have a family member in poor health, more likely to have spent over $30 on health care or injury in the last year and more likely to have had a family member die in the last 12 months. Poor health in the family was a prime motivator in joining SKY. 
In terms of incentive mechanisms, we found that in line with the economic theory of insurance, low coupon households (those who paid a higher premium) had a higher utilisation of health facilities than those high coupon households (those who paid a lower premium).  

In conclusion, whilst there are clearly factors exterior to the socio-economic situation of the household that impact SKY membership (for example quality of care in public facilities and other factors discussed in the village monographs report), this report finds that there are significant socio-economic differences between SKY members and non members. This adds to our understanding of the determinants of take-up of health insurance and has implications for policy and practice, for example, how to best target non members.  
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� All quotes taken from village reports


� Village Reports. SKY, in fact, does not cover most chronic diseases, although it will cover hospitalisations that result from uncontrolled high blood pressure, diabetes, etc. 


� Idem


� Village Monographs, 


� Idem


� The following quotes taken from the Village Monograph Summary Report


� Does not include over-sampled low coupon buyers.
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