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In the developing world, women and their children are often dis-
proportionately negatively affected by household-level shocks, and 
these effects tend to be more extreme in poorer households. As 
a result, women are overrepresented among the world’s poor and 
vulnerable, and therefore serve to benefit disproportionately from 
improved risk management. The norms and institutions that ren-
der women’s physical, social and economic vulnerabilities different 
than those of men may, at the same time, impact their access to in-
novations, such as index insurance, designed to mitigate the long-
term detrimental effects of shocks. One such product, index-based 
livestock insurance (IBLI), aims to protect against the covariate 
risk of catastrophic livestock loss due to drought. Understanding 
what determines access to IBLI by gender can shape strategies to 
equitably provide access to this and other innovative risk manage-
ment products.

IBLI: Great potential, limited demand

Unlike standard insurance, index insurance contracts are not de-
signed around policyholders’ actual losses, but around an exog-
enous index that should be highly correlated with policyholders’ 
losses. The IBLI index was designed for pastoralist areas of north-
ern Kenya and southern Ethiopia using livestock mortality and 
remote-sensing data that depicts the greenness and brownness of 
the earth’s surface (NDVI). Insurance payouts to pastoralists are 
triggered when the cumulative deviation of NDVI from mean lev-
els predicts livestock mortality rates beyond a given threshold. This 
type of index is particularly useful in developing country settings 
where insured amounts tend to be relatively small in relation to the 
transactions costs associated with executing a contract in an en-
vironment with limited infrastructure. Information asymmetries 
that plague insurance products (i.e., moral hazard, adverse selec-
tion) may be more likely to exist in remote parts of the developing 
world due to poor infrastructure and monitoring capacity. 

KEY POINTS

Controlling for assets, 
education and a host of 
other factors, simply be-
ing female increases the 
probability of IBLI pur-
chase by 31-55 percent.

Women may respond 
differently to the oppor-
tunity to purchase risk 
management products 

either due to differences 
in their risk prefer-

ences, their experience 
of complementary or 
substitute insurance 

strategies through in-
formal means, or how 

they receive information 
about the product.
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By circumventing many of the problems that plague 
non-index insurance products and protecting against 
covariate shocks, IBLI has potential to profoundly im-
pact the risk management landscape in high-risk, live-
stock-dependent pastoralist areas. Yet demand has been 
relatively low. In these areas, men have higher financial 
literacy, greater control over assets, more education 
and greater access to information, which suggests that 
there may be gender differences in access to innovative 
risk management products including IBLI, and poten-
tially inequitable distribution of product benefits. This 
research set out to explore whether this hypothesis of 
gender-differentiated access and uptake was true. 

Pathways to gender-differentiated IBLI uptake

There are four dimensions along which theory and pre-
vious empirical findings suggest potential for gender-
differentiated demand for an index insurance product. 
The first, risk aversion, is a canonical determinant of de-
mand for insurance products. It is empirically unclear 
whether risk aversion differs systematically between 
men and women. What is clear, however, is that risk 
aversion is extremely sen-
sitive to context and diffi-
cult to measure.

Informal insurance, in the 
form of social networks 
based on reciprocity, in-
digenous lending organi-
zations or similar arrange-
ments designed to mitigate 
the impact of shocks, may 
serve as a complement to 
or a substitute for IBLI, 
depending on the nature 
of the shock. The body of 
research on informal in-
surance underscores its ubiquity and its partial protec-
tion against idiosyncratic shocks. However, informal 
insurance tends to provide poor coverage for covariate 
shocks, in pastoralist Ethiopia and elsewhere. This sug-
gests that a formal product such as IBLI is a potential 
complement. Access to informal insurance is not exog-
enously determined and so the most vulnerable may be 
excluded from some informal insurance arrangements 
due to their inability to keep up with reciprocity ar-
rangements or pay entry costs. To the extent that men 
and women are engaged in different types of informal 

insurance or experience different levels of coverage, 
they may exhibit different demand patterns for a com-
plementary product, such as IBLI.

Asset holdings have complex implications for avoiding 
chronic poverty and, worldwide, women tend to com-
mand fewer assets than men. Pastoralist regions in Ethi-
opia are consistent with this. In this setting, livestock 
is the primary asset, but intra-household ownership ar-
rangements are complex. In Borana, women hold spe-
cial rights over animals that are lactating, because milk 
production and caring for young animals falls squarely 
in the female domain. Lactating animals generate a 

large portion of the female 
income stream, and lacta-
tion rates themselves are 
sensitive to drought. Thus, 
one might expect women 
to have greater incentive 
to insure when there are 
many lactating animals in 
the household herd. At the 
same time, a woman’s con-
trol over lactating animals 
and associated income 
might increase her capac-
ity to self-insure and lower 
her willingness to pay for 
IBLI, making the direction 

of the effect ambiguous. Additionally, research demon-
strates that female asset ownership can also increase a 
woman’s intrahousehold bargaining power, or her abil-
ity to negotiate her preferred outcome. If a woman’s in-
centive to insure is positively correlated with the size of 
her endowment, and that is in turn positively correlated 
with her bargaining power, there is potential for a posi-
tive relationship between female assets and female IBLI 
purchase.

Finally, consumer understanding of how the product 
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“If a woman’s incentive to insure is 
postively correlated with the size of her 
endowment, and that in turn is posi-
tively correlated with her bargaining 
power, there is potential for a positive 

relationship between female assets and 
female IBLI purchase.”
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works is essential to making the decision to purchase, 
and so the challenges of marketing a sophisticated in-
surance product to re-
mote communities with 
high illiteracy and limit-
ed prior exposure to for-
mal insurance cannot be 
understated. Thus, mar-
keting of index-based 
insurance products nec-
essarily involves an edu-
cation component. When 
information channels are 
male-dominated and 
women are difficult to 
reach, gender sensitivity 
in marketing and educa-
tion matters for uptake 
by women. The successful 
education of women about IBLI hinges upon specific 
strategies for accessing women. In Borana, women op-
erate largely in the sphere of the home and therefore one 
might expect home-centered information channels, like 
extension workers and local meetings, to have a stron-
ger relationship with IBLI knowledge and uptake by 
women than channels that share information in towns 
or via technology. 

Does IBLI demand vary by gender?

We use three years of household survey data, IBLI ad-
ministrative data and qualitative interviews to explore 
the pathways described above. Table 1 displays differ-
ences along key characteristics related to IBLI purchase 
and highlights that, among purchasers, male and female 
purchasers have very different characteristics. Despite 
the many ways that we might expect IBLI demand 
patterns to differ by gender, we find limited evidence 
to support the hypothesis of gender-differentiated de-
mand. First, we note that the proportion of female pur-

chasers is roughly comparable to the proportion of fe-
male household heads, suggesting that neither women 

nor men purchase IBLI at 
a disproportionate rate. 

However, it is still pos-
sible that the drivers of 
IBLI purchase are dif-
ferent for men than for 
women along the dimen-
sions described above. 
We test this econometri-
cally, and find that risk 
aversion has an appre-
ciably different effect be-
tween men and women, 
but with some ambiguity. 

Among women, high 
risk aversion is associ-

ated with a 36 percent increase in IBLI coverage, relative 
to equally risk averse men, yet moderate risk aversion 
is associated with a 41 percent decrease in IBLI cover-
age by women, again as compared to equally risk averse 
men. We also find a gender-differentiated response to 
informal insurance coverage, suggesting that between 
men and women with equal informal insurance cov-
erage, women are less likely to purchase IBLI. Female 
assets in the form of lactating animals are associated 
with a decrease in IBLI demand by women, suggest-
ing that, on the whole, women with lactating animals 
have a lower incentive to insure. We also saw a modest 
difference in the effect of home-centered information 
sources between men and women, with women being 
slightly more responsive to information received from 
ILRI survey implementers, NGOs and social contacts.

An additional notable finding is that, controlling for as-
sets, education and a host of other factors, simply being 
female increases the probability of IBLI purchase by 31-
55 percent. The optimistic explanation is that women’s 
sensitivity to risk is not fully captured by the risk aver-
sion variable included in the model, leaving women’s 
perception of IBLI’s risk reduction potential captured 

“[M]arketing of index-based insur-
ance products necessarily involves an 

education component. When informa-
tion channels are male-dominated and 

women are difficult to reach, gender 
sensitivity in marketing and education 

matters for uptake by women.”

“...[C]ontrolling for assets, education 
and a host of other factors, simply being 
female increases the probability of IBLI 

purchase by 31-55 percent.”
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in the coefficient on female-headed 
household. A less optimistic, but per-
haps more likely explanation is that, in a 
context where IBLI sales agents are paid 
on commission and all sales agents are 
men, women are more easily pressured 
to purchase. This relationship is not 
present when we estimate the effect of 
gender on the amount of IBLI coverage 
purchased.

Policy Implications

Given women’s multiple vulnerabilities, 
and those of their dependents, it is es-
sential to consider the effects of any in-
tervention on women as a target popu-
lation of particular interest. Fancy risk 
management tools are no exception. In 
particular, this overview of gender and 
demand for IBLI suggests that women 
may respond differently to the oppor-
tunity to purchase risk-management 
products either due to differences in 
their risk preferences, their experience 
of complementary or substitute insur-
ance strategies through informal means, 
or how they receive information about 
the product. In particular, qualitative 
field research suggests that informal 
insurance access is driven by need, but 
coverage is driven by adherence to nor-
mative behaviors specific to Borana so-
ciety, especially one’s historic fulfillment 
of their obligation to help those who are 

most in need. As such, it is important to 
recognize that forces shaping the uptake 
and ultimate impacts of sophisticated fi-
nancial products are deeply influenced 
by difficult-to-measure factors that may 
vary widely between contexts. 

Furthermore, the strong and positive 
effect of being female, merits a closer 
look. In particular, follow-on explo-
ration should determine whether the 
marketing and sales methods and strat-
egies used to encourage IBLI purchase 
induce a gender effect that inflates IBLI 
purchase based on social pressure rath-
er than the product’s potential to reduce 
risk and limit the effects of catastrophic 
drought. Employing sales strategies that 
encourage information-based choice to 
purchase IBLI will contribute to sus-
tainable demand over the long term.

Hosted at the BASIS AMA Innova-
tion Lab, the Index Insurance In-
novation Initiative (I4) is a response 
to the overwhelming evidence that 
uninsured risk can drive people into 
poverty and destitution, especially 
thosei n low-wealth agricultural and 
pastoralist households. To rigorously 
test the hypothesis that by removing 
correlated risk from smallholder agri-
cultural and pastoral systems we can 
reduce poverty and deepen financial 
markets in agricultural areas, the I4 
team will design and implement a 
new generation of livelihood-opti-
mized index insurance contracts.

The BASIS AMA Innovation Lab is 
a virtual institute hosted at the Uni-
versity of California Davis comprised 
of researchers from around the globe 
that aims to improve the agricultural 
competitiveness and quality of life 
of the rural poor in the developing 
world through policy-relevant re-
search that is dedicated to improving 
access to resources and enhancing 
the operation of markets. 

“[T]his overview of gender and 
demand for IBLI suggests that 

women may respond differently 
to the opportunity to purchase 

risk-management products either 
due to differences in their risk 
preferences, their experience of 

complementary or substitute in-
surance strategies through infor-
mal means, or how they receive 
information about the product.”
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