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Abstract. Health care financing is essential for protecting populations from 
the financial risks of illness and for advancing universal health coverage. In many 
countries, limited public spending and rising health care costs have increased reliance 
on out-of-pocket payments, exposing households to financial hardship and poverty. 
This study analyzes the effects of guaranteed medical care packages and health 
financing mechanisms on population economic well-being, with a focus on financial 
risk protection. Evidence from different countries shows that insufficient coverage and 
inefficient financing can worsen income loss and deepen poverty, especially among 
vulnerable groups. The results indicate that supplementary or private insurance does 
not always reduce out-of-pocket spending and may even increase household health costs. 
By contrast, well-funded and effectively regulated guaranteed medical care packages 
improve access to essential services and reduce the impoverishing impact of health 
expenditures. The study highlights the importance of equitable coverage and strong 
financial protection in promoting long-term economic well-being and safeguarding 
household welfare.
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INTRODUCTIONS 

Poor health is a major factor driving poverty by limiting the accumulation, use, and 
retention of human capital, often forcing families to reduce spending on essential needs 
to afford medical care. Childhood illnesses can disrupt education, thereby reducing long-
term earning potential, while prenatal challenges such as maternal malnutrition, stress, 
or harmful behaviors can hinder development even before birth. In adulthood, sudden or 
chronic health problems may reduce work capacity, temporarily or permanently, pushing 
household income below poverty thresholds. Inadequate health insurance or lack of 
access to affordable public healthcare amplifies this financial burden, as out-of-pocket 
medical expenses can deplete household resources. High-risk insurance premiums may 
also place extra strain on chronically ill individuals. Conversely, poverty worsens health 
outcomes by limiting access to adequate nutrition, sanitation, and medical services, 
creating a reinforcing cycle in which poor health and economic hardship perpetuate each 
other. Addressing this cycle requires equitable, effective, and accessible healthcare for 
all (Cao et al., 2023). 

MAIN PART

Recent evidence from low- and middle-income countries, such as India and several 
Sub-Saharan African nations, indicates that catastrophic health expenditures affect a 
substantial portion of households. In these contexts, 17.4% of families experienced 
catastrophic spending when healthcare costs exceeded 10% of total household 
expenditure, and around 5% of households were pushed into poverty due to medical 
expenses and the intensity of these costs. Key factors influencing catastrophic health 
spending include family size, average daily income, distance to healthcare facilities, 
presence of chronic illnesses, out-of-pocket payments, and reliance on ambulance 
services. While households above the poverty line may cope by borrowing money or 
selling assets, those already below the poverty line face far fewer options and often 
must reduce essential consumption, such as food. To mitigate these financial risks, 
policymakers are encouraged to strengthen community-based health insurance (CBHI) 
enrollment by considering per capita household income, create legal frameworks for 
CBHI networks to expand risk pooling, and explore integrating CBHI into statutory 
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health insurance as a strategy for achieving universal health coverage (Currie & 
Chorniy, 2021: S146–S153).  The economic influence of a guaranteed health benefits 
package emerges through several mutually reinforcing pathways. One of the primary 
effects is the reduction in households’ dependence on direct out-of-pocket payments at 
the time of receiving care. When a larger portion of health services is covered through 
pre-paid or pooled financing mechanisms, families are less likely to allocate substantial 
shares of their immediate income to medical treatment. In addition, such financing 
arrangements provide important financial risk protection. By spreading the costs of 
illness across broader population groups and over time, health systems can prevent 
medical spending from escalating into severe financial hardship. This mechanism lowers 
the probability that unexpected health needs will lead to catastrophic expenditures or 
long-term economic instability for households (Dong et al., 2025). Improved access 
to essential healthcare services also contributes to better health outcomes, which are 
closely linked to economic productivity. Healthier individuals are more capable of 
sustained participation in the labor force, experience fewer work interruptions, and are 
better able to maintain stable income streams. In this way, health coverage not only 
protects households from financial shocks but also supports overall economic resilience 
(Getachew et al., 2023) .

Empirical data from multi-country panel studies indicate that households in systems 
with stronger guaranteed healthcare coverage consistently exhibit lower out-of-pocket 
health expenditure ratios. Statistical comparisons show that when the share of public 
or collectively financed healthcare increases, the proportion of household income spent 
directly on medical services declines. This reduction is particularly pronounced among 
low-income and rural households, where healthcare costs previously represented 
a significant financial burden. The analysis of expenditure trends suggests that the 
GMCP acts as a financial buffer. Instead of sudden spikes in medical spending during 
illness episodes, households experience more predictable and manageable expenditure 
patterns. This stabilization effect is a key indicator of improved economic well-being.
Statistical evidence demonstrates a clear inverse relationship between guaranteed 
medical coverage and the incidence of catastrophic health expenditures (Hu et al., 2025). 
Households covered by comprehensive benefit packages are significantly less likely to 
spend beyond critical income thresholds on healthcare. This effect is strongest among 
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elderly populations and families with chronic disease exposure. From an economic 
perspective, reduced catastrophic spending translates into lower risks of asset depletion, 
forced borrowing, or long-term indebtedness. As a result, households maintain higher 
levels of consumption stability, which is a core component of economic well-being. 
Data-driven analyses reveal that when medical cost uncertainty decreases, households 
tend to reallocate resources toward non-medical consumption categories such as 
education, nutrition, and housing improvements. This shift indicates a movement away 
from defensive, precautionary spending toward welfare-enhancing expenditures.

The GMCP therefore indirectly supports consumption upgrading by reducing the 
need for precautionary savings related to health risks. This mechanism strengthens 
household economic confidence and contributes to improved living standards. 
Statistical associations between healthcare access and labor outcomes suggest that 
populations benefiting from guaranteed medical services experience lower rates of 
work absenteeism and disability-related income loss. Improved access to preventive 
and primary care reduces the long-term economic costs of untreated illness. At the 
macroeconomic level, this translates into a healthier and more productive workforce. 
The GMCP thus functions not only as a social protection tool but also as an investment 
in human capital formation. Comparative statistical evidence indicates that guaranteed 
healthcare packages contribute to narrowing economic disparities. By providing 
uniform access to essential services, the GMCP weakens the link between income level 
and healthcare utilization. This equalizing effect supports social cohesion and reduces 
welfare gaps between regions and population groups. Despite its positive economic 
effects, the GMCP faces efficiency-related challenges. Statistical evaluations highlight 
that inadequate provider payment mechanisms and uneven regional financing can 
reduce the overall effectiveness of guaranteed packages. Moreover, rapid expansion 
of coverage without proportional investment in service quality may limit long-term 
welfare gains.Therefore, the economic success of the GMCP depends not only on 
coverage breadth but also on efficient resource allocation, transparent financing, and 
continuous performance monitoring.

This research is conducted within the framework of a descriptive-analytical approach 
using secondary data analysis. The study does not rely on primary survey data; instead, it 
systematically analyzes existing statistical indicators and empirical findings reported in 
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recent international health economics studies. Such an approach is particularly suitable 
for evaluating large-scale health financing policies like the Guaranteed Medical Care 
Package, where macro-level and household-level trends are more informative than 
individual case studies.

The methodological foundation of the study includes comparative analysis, logical 
generalization, and synthesis of statistical trends related to healthcare financing and 
household welfare. Key indicators examined in the analysis include out-of-pocket 
health expenditures as a share of household income, the incidence of catastrophic 
health spending, consumption structure changes, and proxies for economic well-being 
such as income stability and poverty risk (Ngepah & Ndzignat Mouteyica, 2024). By 
interpreting these indicators across different policy contexts, the study identifies the 
dominant economic mechanisms through which the GMCP affects population welfare. 
Statistical patterns consistently demonstrate that guaranteed healthcare coverage 
significantly reduces households’ exposure to financial risk. In systems lacking 
comprehensive coverage, medical expenses often represent an unpredictable and highly 
volatile component of household budgets. The introduction of a GMCP transforms 
this uncertainty into a more stable expenditure structure, thereby improving income 
predictability.From an economic standpoint, income stability is a critical determinant 
of household welfare. When households are protected from sudden medical costs, they 
are less likely to rely on high-interest borrowing or distress asset sales. This stabilizing 
effect is especially important for low- and middle-income households, whose limited 
savings make them particularly vulnerable to health-related financial shocks.

Health expenditures are a well-documented driver of poverty transitions. Statistical 
evidence shows that a significant proportion of households falling below the poverty 
line do so as a direct result of medical spending. The GMCP plays a preventive role 
by absorbing a substantial share of these costs at the system level rather than the 
household level.By reducing the likelihood of health-induced impoverishment, the 
GMCP strengthens the overall social protection framework. This effect extends beyond 
immediate financial relief, as households that avoid poverty traps are better positioned 
to invest in education, skill development, and productive activities, thereby improving 
long-term economic prospects.

Another important household-level effect of the GMCP is consumption smoothing. 
In the absence of guaranteed coverage, households often engage in precautionary saving 
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to prepare for potential medical expenses. While saving can be beneficial, excessive 
precautionary behavior constrains current consumption and reduces quality of life.

Statistical analyses indicate that improved healthcare coverage allows households to 
reallocate resources from precautionary savings toward welfare-enhancing consumption. 
Increased spending on education, nutrition, and housing improvements reflects not only 
higher material welfare but also greater economic confidence. This shift is a key indicator 
of improved economic well-being. The economic impact of the GMCP is not uniform 
across regions. Statistical comparisons frequently reveal stronger welfare gains in rural 
areas, where baseline access to healthcare and financial protection is typically lower. 
In such contexts, even a basic guaranteed package can lead to substantial reductions in 
out-of-pocket spending and poverty risk.

Urban populations also benefit from guaranteed coverage; however, the relative 
magnitude of the effect is often smaller due to higher initial income levels and better 
pre-existing access to services. This differentiation underscores the importance 
of regionally sensitive policy design within a unified GMCP framework. Elderly 
individuals, households with chronic disease exposure, and families with dependent 
children represent groups that derive disproportionate benefits from guaranteed medical 
care. Statistical trends show that these groups face higher baseline medical costs and 
greater income volatility. The GMCP mitigates these vulnerabilities by ensuring 
continuous access to essential services without excessive financial burden. By targeting 
structural sources of vulnerability, the GMCP contributes to a more inclusive model 
of economic development and social welfare. Population health and labor market 
outcomes are closely interconnected. Improved access to healthcare under the GMCP 
is associated with lower rates of work absenteeism, reduced productivity losses, and 
longer effective working lives. These effects are particularly relevant in aging societies, 
where maintaining labor participation among older cohorts is economically significant.

From a macroeconomic perspective, these improvements translate into higher 
aggregate productivity and a more resilient labor force. The GMCP therefore supports 
economic performance not only through social protection but also through supply-
side effects.The financing of a Guaranteed Medical Care Package requires sustained 
public investment. However, statistical evaluations suggest that the long-term fiscal 
benefits-stemming from reduced emergency care costs, lower disability rates, and 
improved population health-can partially offset initial expenditures. Efficient resource 
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allocation, cost-effective service delivery, and strong governance structures are essential 
to ensuring the fiscal sustainability of the GMCP. When these conditions are met, 
guaranteed healthcare functions as a productive public investment rather than a purely 
redistributive expense.

The analytical evidence reviewed in this study highlights the multifaceted economic 
role of the Guaranteed Medical Care Package. Rather than viewing healthcare solely as 
a consumption good, the GMCP should be understood as a stabilizing mechanism that 
protects households, enhances human capital, and supports macroeconomic resilience.

At the same time, the analysis reveals that the magnitude of economic benefits 
depends heavily on implementation quality. Coverage depth, provider incentives, and 
regional equity all influence the effectiveness of guaranteed care. Policymakers must 
therefore balance expansion goals with efficiency considerations to maximize welfare 
gains.

The expanded empirical literature further strengthens the analytical conclusions of 
this study by providing cross-country and population-specific evidence on the poverty-
reducing and welfare-enhancing effects of guaranteed medical care systems.

Evidence from the United States demonstrates that large-scale public insurance 
programs targeting children, such as Medicaid and the Children’s Health Insurance 
Program, significantly improve child health outcomes while simultaneously reducing 
poverty exposure at the household level (O’Donnell, 2024). This finding reinforces the 
argument that guaranteed medical care functions as an intergenerational investment, 
yielding long-term economic returns through improved human capital formation. 
Recent studies from China provide robust statistical confirmation that both basic 
and supplementary health insurance schemes reduce vulnerability to poverty and 
catastrophic health expenditure. Empirical analyses using household survey data indicate 
that supplementary private insurance can further enhance financial protection when 
integrated with basic medical insurance, particularly for households exposed to chronic 
illness and predictable medical costs (Zhang et al., 2023). A growing body of evidence 
highlights that social medical insurance contributes to poverty reduction by lowering 
medical impoverishment risks; however, the magnitude of the effect varies depending 
on regional governance quality, benefit depth, and reimbursement mechanisms (Zhou 
et al., 2024) . These findings underscore that guaranteed coverage alone is insufficient 
without effective institutional design and implementation capacity.
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Narrative and systematic reviews of global evidence confirm that health system 
characteristics-such as financing structure, coverage equity, and provider incentives-
play a decisive role in determining whether healthcare access translates into poverty 
prevention (O’Donnell, 2024). This aligns with the present study’s conclusion that the 
GMCP must be viewed as a multidimensional policy instrument. Furthermore, micro-
level analyses reveal that specific population groups, particularly households with 
young children, benefit disproportionately from guaranteed health insurance. Evidence 
suggests that social health insurance for younger children significantly alleviates illness-
induced household impoverishment, emphasizing the importance of age-targeted benefit 
design within universal coverage frameworks (Zhou et al., 2024).

CONSLUCIONS

In summary, this review examines the impact of the Guaranteed Medical Care 
Package (GMCP) on the economic well-being of the population through a statistically 
grounded and analytically original perspective. The evidence indicates that reliable 
access to essential health services leads to a meaningful reduction in out-of-pocket 
medical spending, lowers the likelihood of catastrophic health expenditures, and supports 
the stability of household consumption.Beyond its immediate financial protection for 
households, the GMCP also contributes to broader socio-economic outcomes, including 
poverty reduction, human capital enhancement, and improved long-term economic 
resilience. When supported by sustainable funding arrangements and effective 
governance structures, guaranteed healthcare coverage becomes a fundamental driver 
of inclusive economic growth.Overall, the findings reinforce the strong interdependence 
between health policy and economic policy. Strengthening guaranteed medical coverage 
should therefore be recognized not only as a social protection measure, but also as a 
strategic investment in economic development and societal well-being.
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