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The Effect and Approach of Employee Medical Insurance to
Alleviate Vulnerability to Relative Poverty
ZHANG Guangke ZHENG Ziyuan
(School of Public Administration s Zhongnan University of Economics and Law s Wuhan 430073, China)

Abstract: The demand of medical insurance in China has continued to expand, but the uneven levels
of medical insurance treatment are prominent, which exacerbates income inequality and create new
inequality due to poverty caused by illness. Based on CFPS2018, this paper examines the impact of
employee medical insurance on alleviating the risk of poverty due to illness compared with the role
of basic medical insurance for residents. The results show that employee medical insurance effective-
ly reduces the vulnerability to relative poverty caused by health risks. The impact is the largest in
the risk of chronic diseases, followed by risks of hospitals and health deterioration. Heterogeneous
analysis shows that the impact of employee medical insurance on poverty reduction due to illness va-
ries according to the residence, the age of the head of household, and the degree of family
education. The mechanism analysis shows that the employee medical insurance reduces the employ-
ment rate and the average labor time and increases the probability of patient’s being out-of-work
through the division of labor adjustment mechanism. The employee medical insurance increases the
public transfer payment, replaces private transfer payment, and increases per capita income through
the income security mechanism. Moreover, the employee medical insurance increases the family's
survival consumption, development consumption, and enjoyment consumption through the con-
sumption smoothing mechanism, which all plays a role in reducing vulnerability to relative poverty.
Therefore, we recommend gradually reducing the gap between employee medical insurance and
basic medical insurance for residents, and eradicating the structural contradictions of uneven
benefits of medical insurance, in addition to considerate the substitution of medical insurance for
family's inefficient strategies to deal with risk when we analyze the optimal level of medical insur-
ance.

Key words: Health Risk Shock; Employee Medical Insurance; Basic Medical Insurance for Residents;
Vulnerability to Relative Poverty; Poverty Due to Illness

(GEAE S - H oo

69



