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1 

Introduction and Overview 
As the world has become increasingly complex in recent decades, mutual 
dependencies between markets have created innumerable possibilities in 
the global economy. Many previously poor countries have been able to 
participate successfully and seize many of the available opportunities. The 
most successful among them, especially in East and Southeast Asia, have 
embarked on unprecedented growth paths, enabling these economies to lift 
large parts of their populations out of poverty. Nevertheless, risk remains 
a central part of livelihoods in the developing world and many societies are 
experiencing that economic openness inevitably comes with increased risks 
levels. Especially in rural areas where households continue to dependent 
on farm income, the combination of often unfamiliar market risks and 
commodity price shocks, volatile weather conditions, frequent health 
shocks, as well as political strife and new social conflicts can lead to 
increased levels of vulnerability to poverty.  

Various definitions of vulnerability exist, yet it is typically related to the 
likelihood that a shock will cause a decline in well-being. Differently put, 
vulnerability measures the lack of resilience against risk and shocks 
(World Bank, 2000). Poor households in developing countries often respond 
to vulnerability when a shocks occurs, for instance by borrowing from 
family members and neighbors, by selling assets, and by various other 
informal mechanisms. Despite the existence of such insurance surrogates, 
vulnerability to poverty remains high in the developing world, where less 
than 5% of the population can rely on their own assets to successfully 
manage risk (Holzmann and Jørgensen 2001). In addition, many existing 
informal insurance mechanisms are expensive, highly inefficient and 
unavailable to vulnerable groups, such as female-headed households or 
elderly. 

Faced with substantial sources of risk, households and policy makers are 
rightly concerned with organizing adequate responses to risks and shocks. 
The concept of risk management is a convenient framework to analyze the 
determinants of vulnerability. Shaped by the work of Stefan Dercon (2002, 
2005a, 2008), it is also used by international donors to design policies for 
expanding resilience (e.g. World Bank 2003). Risk management strategies 
consist of three components, which relate to the reduction and mitigation 
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of risks, and to coping with shocks. Because risk and shocks have 
important long-run implications for growth and poverty, a key component 
of these strategies is about moving away from unproductive existing coping 
strategies (such as taking children out of schools, delaying health care, 
selling land or livestock). Instead, development policies aim to reduce the 
exposure of shocks by addressing causes (such as improving public health 
conditions to reduce health risks). Risk mitigation strategies are designed 
to decrease the impact of a probable risk. Mitigation is an important 
component of risk management since risk reduction through preventive 
measures is not always possible (or desirable). Mitigation involves 
supporting households to anticipate and insure against shocks (such as 
health insurance).  

The first chapter of this dissertation provides a comprehensive 
introduction to vulnerability and risk management, illustrated by 
applications to Thailand and Vietnam. Embarking from the notion that 
risk and shocks are an inherent part of life, the remaining chapters are 
applications to the management of health risks. Especially illness and 
injury are among the most frequent shocks in the developing world 
(Gertler and Gruber 2002). The second chapter presents a typical 
mitigation instrument in form of a social health insurance, which is 
evaluated towards its impacts on health care expenses and health seeking 
behavior. It is followed by the third chapter which evaluates a classic 
strategy of health risk reduction through the provision of improved water 
and sanitation. The fourth chapter is an extension thereof and attempts to 
explain why access to piped water and sanitation led to an unintended 
increase of health risk. 

The four applications, which are described in more detail below, also 
underline the importance of heterogeneous effects, especially with regard 
to gender. For example, women are shown to display different health 
seeking behavior for their children than men, which can lead to different 
effects of risk mitigation instruments, such as health insurance. Especially 
in traditional patriarchic societies where women take very active roles 
inside the household, female education and behavior is found to be central 
to child health and to the effectiveness of prevention strategies, including 
access to improved water and sanitation.  
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Chapter 1 
Poverty, Vulnerability and Headship in Rural Thailand and Vietnam 

Apart from negative risk factors it remains unclear how single mothers 
and other female‐headed households are able to seize new income 
opportunities in a context of economic growth. Given their restricted access 
to credit, labor and land markets, women face many more constraints than 
men, as most recently pointed out by the World Development Report 2012 
on Gender Equality and Development (World Bank 2011). At the same 
time, women are often discriminated against by cultural norms and 
female-headed households may suffer from higher dependency burdens 
and increased economic immobility. Nevertheless, existing evidence 
regarding the poverty status of female-headed households in comparison to 
households headed by men is rather ambiguous (e.g. Chant 2010; Duflo 
2012). Moreover, little evidence exists to support the stylized image of 
female-headed households as being too constraint to adequately mitigate 
risks and cope with shocks.  

The first chapter of this dissertation contributes to the literature on the 
feminization of poverty by linking poverty and vulnerability to headship. 
In an application to Thailand and Vietnam, this study analyzes whether 
female-headed households are economically more vulnerable than 
traditional households with male head and spouse. In a broader sense, the 
study is concerned with the inclusiveness of the recent growth experience 
in the region for female-headed households. By any account, both countries 
have been highly successful in translating sustained economic growth into 
poverty reductions and provide excellent examples to investigate 
inclusiveness in terms of poverty, vulnerability and risk management. 
Especially in Vietnam poverty reductions have been impressive ever since 
the economic reform process began in the 1990s. While nearly two thirds of 
the population lived below the poverty line in 1993, only 1 in 6 families 
remained poor less than two decades later.1 Nevertheless, such aggregate 
figures conceal the fact that especially in rural areas large pockets of 
poverty remain and by 2008 still 18.7% of rural families lived below the 
national poverty line (World Bank 2012). In addition, because of the long 
                                         
1  In 1993 approximately 63.7% of the total population lived from less than 1.25 USD 

per day (PPP). The poverty headcount ratio of the slightly lower national poverty line 
was 58.1% during that year. In comparison, poverty rates according to international 
(national) poverty lines had fallen to 16.9% (14.5%) in 2008. During this period, 
annual growth rates averaged more than 7.6% (World Bank 2012). 
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coastline, Vietnam is frequently hit by typhoons, floods and related 
weather events. The country is still predominantly rural: nearly 75% of the 
population lives outside of towns and cities and nearly 50% of all income 
comes from agriculture. For the disaggregate analysis of household 
headship, Thailand serves as counterfactual. A country of similar 
population size, Thailand’s economic output is almost four times that of 
Vietnam. In fact, the Thai middle-income economy can be considered as a 
future comparison group for Vietnam. Especially since large parts of the 
Thailand’s population have access to elaborate social protection 
mechanisms, including pensions, unemployment benefits, as well as health 
insurance, many risks factors are mitigated.  

Using unique panel data from 6 provinces in Thailand and Vietnam the 
study investigates the prevalence of poverty and vulnerability with a focus 
on policy implications. This work contributes to the ongoing discussion by 
scrutinizing whether female-headed households from rural areas (i) 
consume less, (ii) are more exposed to shocks, (iii) suffer from more severe 
shocks, (iv) and are more vulnerable to poverty than male-headed 
households. In order to emphasize the heterogeneity of households headed 
by women the analysis differentiates between de jure and de facto female-
headed households, where the former are include widows, separated 
women and single mothers. In contrast, in de facto female-headed 
households the male spouse has migrated but remains part of the family. 
By distinguishing between households headed by singles, widows, as well 
as women whose husband is absent headship is disaggregated even 
further, revealing additional systematic differences. 

On an aggregate level, not much discrepancy exists between male- and 
female-headed households. However, heterogeneous effects exist between 
different types of female-headed households. In Vietnam, de jure female-
headed households are worse off than male-headed households. They are 
consumption poorer and more vulnerable to poverty. At the same time, as a 
result of their lower wealth levels, de jure female-headed households suffer 
less from shocks in terms of income loss and coping expenditures. In line 
with theoretical considerations on the importance of social protection 
mechanisms, de jure female-headed households in Thailand do not fare any 
worse than their male counterparts. In contrast, in both Thailand and 
Vietnam de facto female-headed households are in fact better off than 
traditional male-headed households. The de facto group is less vulnerable 
to poverty and on average about 20% consumption richer than households 
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headed by men. This result is in line with other studies suggesting that de 
facto female-headed households are relatively wealthier, possibly due to 
remittances (cf. Chant 2008; World Bank 2001a). Their higher 
susceptibility to shocks, such as asset loss in Vietnam and income loss in 
Thailand, is likely a consequence of “having more to lose”. These results 
underscore the importance in protecting vulnerable sub-populations. In 
particular, households headed by widows and unmarried women in 
Vietnam deserve policy attention. Since their marriage status is easily 
observable through official documents, transfer programs could well 
benefit from targeting performance.  

Chapter 2 
The Impact of Vietnam's Social Health Insurance for the Poor  

Especially in rural Vietnam, health shocks including illness and injuries 
are the single most prevalent idiosyncratic shocks and affected more than 
21% of all households surveyed in 2008 (see table 1.1 in Chapter 1 below). 
This is a staggering figure, not only because it is one and a half times the 
size of prevalence in rural Thailand, but especially because of the 
substantial health expenditures associated with illness in Vietnam. In fact, 
by 2005 families affected by illness and injury were directly paying for over 
75% of all health related expenditures including treatment and medicine – 
placing Vietnam among the country group with the highest out-of-pocket 
health expenditure shares worldwide (Lieberman and Wagstaff, 2009). 
Rising revenues from recent economic growth enabled the government to 
implement several social protection schemes, including health insurance. 
The Health Care Fund for the Poor has the potential to ease the financial 
burden associated with health shocks in Vietnam.  

The second chapter contributes to the existing evidence base on the impact 
of social health insurance in the developing world. Many developing 
countries are currently introducing and scaling up health systems to 
facilitate better access to health care and to improve financial protection 
for the poor. Yet, only little is known on what accounts to best practice 
(World Bank 2008). China, Indonesia, and Vietnam have perhaps the best 
studied schemes, although many questions remain with regard to equity, 
benefit incidence and targeting performance. More importantly, the 
impacts of these programs on health care expenditures and utilization 
have been mixed. For example, voluntary health insurance in rural China 


