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What shocks?

Household (ldiesyneratie) Shocks
Al Healthrshocks
Al Death

Community (covariant) Shocks
AL Floods
A Droughts

ShoekA  IncomeA. Consumption

[T ally instired, household shocks should not-afiect
change In consumption atter controlling for
community shocks.

Community sheceks difficult to insure within village.
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S from ruralMalawi:

Receive Remittance From: Obs Mean
Local* 2355 26.8%
Di stant A 2355 10.6%
Total 2355 34.6%
Remittance

Variable Total Sample Receivers Non Receivers

Obs Mean Obs Mean Obs Mean
Health 2355 54.0% 816 56.7% 1539 52.5%
Death 2355 3.3% 816 4.0% 1539 2.9%
Flood 2355 6.5% 816 5.3% 1539 7.1%
Drought 2355 1.7% 816 1.6% 1539 1.8%




Some correlations

Shock
Health Death Flood Drought
Local Remittances (Dummy) 0.0308 0.0237 -0.0455* -0.0364*
Distant Remittances (Dummy) 0.0294 0.0067 -0.006 0.0493*
Local Remittances (Value) 0.0355*  0.0341* -0.0408* -0.0251
Distant Remittances (Value) -0.0235 -0.0021 0.0788* -0.0034




A probit model

Dependant Varable: Does a househola
receive remittances (Y=1) or.not (Y=0)?



The econometric model

Dependant variable: Change in log consumption.

SO Sl di=ciat e mosenod d and |
X heusehold ecnaracteristics.

Beta=0Ifshousenold 'shecks fully/nsuread.

Delta=0 lificommunity Shocks fully Insured.

Ifiinsured; does not:show how:
A Selfinsurance

A Gifts/Remittances
A Other



Remittances as insurance

Alm: to understand whether:remittances-actas
Insurance for shocks.

Include’interaction variables or;estimate
separate moclels for receivers and norrecelvers.

But source ol remittance matterstoo.

ArlLecal remittances might helpitoinsure against
househnold shocks but net community SHEEKS.

Ar Remittances from more distant places are needed to
Insure against community shocks.



Initial econometric results

Dependant Variable: Change in (leg) Consumption
Method: OLS (robust standard errors and mitial characteristics)

Sick Member Dummy 0.537*** 0.698*** 0.698*** -0.123 0.588*** 0.227 0.641***
Sick*RemLocal -0.398* -0.397*
Sick*RemDistant -0.486 -0.468

Flood Dummy 0.118 0.047 0.304 0.159
Flood*RemLocal

Flood*RemFar




Econometric iIssues and-solutions

Unobserved heteragenelty:

Ar Use White corrected standard errors. [Done)

Endegeneity of heusehold eharacteristies:

Al Used inital (firstsrouna) characteristics: [Done}
Selfreported health Shocks contains non-randem: error:
Al Veriy using fixed effects. [RoBUSE & resulis i handouti

IHealth shoeks predictanle

Al Probit topredict-health shocks. Re-runibasic regressions
excluding correctly predicted health shocks. [RobBUSE T resulis 1n
handout]

IHealth shecks Inerease heaith (and feod?) eonsumptionn:

A Verify results excluding health consumption and estimating food
separately.



Food VErsus nortieod consumption

Sick Member Dummy 0.561*** 0.660*** 0.398*** 0.569%*** 0.379*** 0.485***
Sick*RemLocal -0.131 -0.444* -0.229

Sick*RemDistant -0.647* -0.334 -0.351

Flood Dummy -0.024 -0.035 0.351** 0.337* 0.148 0.136




Drlling dewn;into health Shocks

Does it depend on w/o:suffers from the
shock?

Endogeneity of health shecks:
Arlnstrtument:health Shocks:



Inside the

dlack box:

Non-Food
Food Consumption Consumption Non-Food excl. Health
Sick Adult Female -0.009 -0.166 -0.199
Sick Adult Male 0.362*** 0.269** 0.169
Sick Girl 0.452*** 0.499*** 0.614***
Sick Boy 0.484*** 0.298** 0.304**
Food Consumption Non-Food Consumption | Non-Food excl. Health
Female Male Female Male
Head Male Head Female Head Head Head Head
Sick Adult Female 0.625** -0.251* 0.182 -0.317** 0.101 -0.321**
Sick Adult Male 0.401 0.361*** 0.356 0.281** 0.052 0.2
Sick Girl 0.343 0.476*** 0.615** 0.502*** | 0.684**  0.636***
Sick Boy 0.357 0.538*** 0.223 0.308** 0.02 0.341**




lnstrumenting for health, Shocks

Instruments: Help, ideas and
Al Average adult education in household suggestions

Al HIV Prevalenee in region . please!
AL Number ol adultsiover.age of:55'1n household

Sick Member Dummy - -1.633 -0.539 -0.180 -0.050
Sick*RemLocal
Sick*RemDistant -

Flood Dummy 0.331 0.161 0.333 0.223
Flood*RemLocal -
Flood*RemFar -



To take away

Some evidence

A confirming that idiosyncratic shocks can be and are insured close
to home through remittances;

A confirming that community shocks need remittances from further
away (but few households receive these remittances).
Geography matters for insurance in agricultural
economies.
Policy implication
A Use limited state and donor resources to insure households
against exogenous, community shocks, such as weather shocks.
Help to minimise crowding out
Help to minimise incentive problems



