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The Effect of the Affordability of Health Insurance on Smoothing Health Risk

—Evidence from Low-and Middle-Income Medical Insurance Participants

HE Mengyang DING Jianding
(Huazhong University of Science and Technology, Wuhan, China)

Abstract: The 14th Five-year Plan states that it is necessary to achieve both universal coverage of medical insur-
ance and sustainable medical financing mechanism. Chances are low-and middle- income medical insurance participants
fall into or return to poverty due to the uncertainty in illness and health risks from the rigid demand of medical costs.
Based on the China Family Panel Studies Data (CFPS), this paper constructs a panel threshold model, exploring the
standard of the affordability of health insurance expenditure according to the healthcare cost level of low-and middle
income medical insurance participants. From the analysis of descriptive statistics, compared with low-and middle-
income medical insurance participants, middle-and higher-income medical insurance participants are better able to cope
with health risks. Finally, this study examines the effect of health status on the marginal effect of medical expenses.
In order to realize the fairness of the benefits in health insurance system, the government should ensure the health in-
surance affordability. With the increased risk of poverty caused by illness, reducing the cost of medical utilities and impro-
ving the availability of medical services are keys to exploring the sustainable efficiency of reimbursement mechanism.

Keywords: Health Insurance Affordability; LLow-and Middle-Income Individuals; Health Risk; Economic Risk

of Disease
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