
  An Online Peer Reviewed / Refereed Journal 
              Volume 3 | Issue 10 | October 2025 

ISSN: 2583-973X (Online) 
Website: www.theacademic.in 

 

                                                                                                                                                       Page | 191 

Financial Consequences of Ignoring Health Insurance in Personal Finance Planning. 

Sanil M 

Assistant Professor, KMCT Law College, Kuttipuram, Malappuram, Kerala, sanilm6@gmail.com 

DOI : https://doi.org/10.5281/zenodo.17598440 

ARTICLE DETAILS  ABSTRACT 

Research Paper 

Accepted: 16-10-2025 

Published: 10-11-2025 

 Health insurance plays a vital role in maintaining financial stability by 

protecting individuals and families from unexpected medical expenses. 

In the absence of health insurance, people are often forced to meet 

medical costs through personal savings, loans, or by selling valuable 

assets, which can lead to severe financial distress. This paper aims to 

analyse the financial consequences of neglecting health insurance as a 

key component of personal finance management. It highlights how 

ignoring health insurance can result in long-term economic challenges 

such as debt accumulation, reduced savings, and compromised future 

financial goals. The study also explores the importance of integrating 

health insurance into personal budgeting and financial planning to 

ensure economic security and well-being. The findings emphasize that 

health insurance is not merely a medical necessity but an essential 

element of responsible financial management, safeguarding individuals 

from the unpredictable burden of healthcare costs. Neglecting health 

insurance can have a cascading effect on an individual’s financial 

health. Without proper coverage, even a single medical emergency can 

drain years of savings and disrupt planned investments or family 

budgets. Many people underestimate the risk of sudden illnesses or 

accidents, assuming that their income or savings will be sufficient. 

However, the rising cost of healthcare in both public and private 

sectors proves this assumption wrong. The absence of health insurance 

not only leads to out-of-pocket expenditure but also forces individuals 
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to borrow or liquidate assets, resulting in long-term financial 

instability. Therefore, adopting health insurance as a part of personal 

finance planning is essential for achieving financial resilience and 

protecting one’s future economic security. 

Introduction 

Health insurance has become an essential component of modern financial planning, especially in a world 

where medical costs are rapidly increasing. Despite its importance, many individuals still overlook health 

insurance when managing their personal finances, often considering it an unnecessary expense until a 

medical emergency arises. The absence of adequate health coverage can turn unexpected health issues 

into serious financial crises, forcing individuals to rely on savings, loans, or asset liquidation to meet 

medical expenses. Effective personal finance management involves not only saving and investing but 

also protecting those financial resources from unforeseen risks. Health insurance serves as a financial 

safeguard that ensures stability and security during medical emergencies. Ignoring it can lead to a cycle 

of debt, emotional stress, and long-term financial instability. Therefore, understanding the financial 

consequences of neglecting health insurance is crucial for promoting responsible financial behavior and 

achieving sustainable economic well-being. 

In developing countries like India, where a large portion of the population still depends on out-of-pocket 

spending for healthcare, the lack of health insurance coverage poses a significant financial risk. 

Unexpected medical emergencies such as accidents, surgeries, or chronic illnesses can quickly deplete a 

family’s savings and disrupt long-term financial goals. Many individuals prioritize short-term financial 

needs over insurance planning, often due to limited awareness or misconceptions about the cost and value 

of health insurance. As a result, they become vulnerable to financial hardships that could have been 

avoided with proper coverage. Incorporating health insurance into personal finance management not only 

ensures access to quality healthcare but also promotes financial discipline and preparedness. Hence, a 

deeper understanding of the economic impact of ignoring health insurance is essential for building a more 

financially secure and health-conscious society. 

Objectives of the Study 

The primary objective of this study is to analyse the financial impact of neglecting health insurance 

within personal finance management. It aims to examine how the absence of adequate health coverage 
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can lead to unexpected medical expenses, debt accumulation, and long-term financial instability. 

Additionally, the study seeks to highlight the importance of integrating health insurance into personal 

financial planning to ensure economic security and minimize the risk of financial disruption during 

medical emergencies. By understanding these consequences, individuals can make informed decisions to 

protect their savings, investments, and overall financial well-being. 

Health Insurance: Concept and Benefits 

Health insurance is a financial arrangement designed to safeguard individuals and families from the 

rising expenses of medical treatment. It is a contract between the insured person and the insurance 

provider, in which the insurer promises to cover medical costs that occur due to sickness, accidents, or 

hospitalization. In exchange, the policyholder pays a fixed amount known as the premium, which can be 

paid monthly, quarterly, or yearly. 

In simple terms, health insurance serves as a protective shield that helps people manage unexpected 

medical emergencies without financial stress. It ensures access to quality healthcare without the fear of 

expensive hospital bills. In India, both government-owned and private insurance companies offer various 

types of health insurance plans—such as individual health policies, family floater schemes, senior citizen 

plans, and critical illness covers—allowing people to choose the plan that best suits their needs. 

Benefits of Health Insurance 

Financial Protection: One of the key advantages of having health insurance is the financial security it 

provides during medical emergencies. It helps reduce the burden of unexpected medical expenses by 

covering costs such as hospital charges, doctor’s consultation fees, surgeries, and even expenses that 

occur after discharge. This ensures that individuals and families can manage healthcare needs without 

facing financial stress. 

Cashless Hospitalization Facility: Most health insurance companies have partnerships with a wide 

range of hospitals, allowing policyholders to receive treatment without paying cash upfront. The 

insurance provider directly settles the medical bills with the hospital, enabling patients and their families 

to focus on recovery rather than worrying about payments. 

Coverage for a Wide Range of Treatments: Health insurance policies generally cover multiple aspects 

of healthcare, including hospitalization, diagnostic tests, ambulance services, and pre- and post-
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hospitalization expenses. Many plans also include protection against serious health conditions such as 

cancer, kidney diseases, and heart problems, offering comprehensive coverage for all stages of treatment. 

Tax Benefits: As per Section 80D of the Income Tax Act, 1961, the amount paid as premium towards 

health insurance is eligible for tax deductions. This benefit allows individuals to save on income tax 

while ensuring the safety and well-being of themselves and their loved ones. Thus, health insurance not 

only provides health security but also contributes to financial savings. 

Peace of Mind: Health insurance brings a sense of confidence and peace to individuals and families. 

Knowing that medical expenses are covered helps people focus on treatment and recovery rather than 

worrying about arranging funds during emergencies. It provides emotional and mental relief during 

difficult times. 

Promotes Regular Health Check-ups: Many insurers offer free annual health check-ups to 

policyholders. These check-ups encourage people to stay aware of their health and detect any potential 

illness at an early stage, leading to timely treatment and better outcomes. 

Covers Family Members: Family floater policies allow an entire family to be insured under one plan, 

making it cost-effective and convenient. This ensures that every member of the family—parents, spouse, 

and children—can access medical care whenever needed without the need for separate policies. 

Coverage for Pre-Existing Diseases: 

Most health insurance plans include coverage for pre-existing illnesses such as diabetes, high blood 

pressure, or asthma, but only after a specific waiting period. Once this period is over, the insured person 

becomes eligible to claim expenses related to these conditions. This benefit is especially valuable for 

individuals who already suffer from long-term diseases, as it ensures continuous medical care without 

causing financial hardship. 

Maternity and New-born Coverage: 

Several health insurance policies offer maternity benefits that take care of expenses during pregnancy, 

delivery, and postnatal care. These plans often include coverage for both normal and caesarean deliveries. 

In addition, some policies extend protection to the new-born from the very first day, helping parents 

handle the often high costs associated with childbirth and early childcare. 
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Daily Hospital Cash Allowance: 

Certain health insurance plans provide a fixed daily cash allowance to the insured person during 

hospitalization. This additional benefit can be used to cover non-medical costs such as food, 

transportation, or accommodation for family members attending to the patient. It serves as an extra 

financial cushion for expenses that are not included in standard hospital bills. 

No-Claim Bonus (NCB): 

Health insurance companies often reward policyholders who do not make any claim during a policy year 

by offering a No-Claim Bonus. This bonus either increases the total sum insured or reduces the renewal 

premium amount. It encourages policyholders to stay healthy while providing additional financial 

protection at no extra cost. 

Restoration of Sum Insured: 

Some modern health insurance plans come with a restoration feature that automatically replenishes the 

insured amount once it is used up during a policy year. This means if one or more claims exhaust the total 

coverage, the insurer restores the sum insured without additional payment. This benefit is especially 

useful for families that may face multiple medical treatments in a short period. 

Hospital Room Rent Coverage: 

Health insurance also takes care of room rent charges incurred during hospitalization. Depending on the 

type of plan, policyholders can choose from general wards, semi-private rooms, or private rooms. This 

feature ensures that the patient receives comfortable accommodation and proper care without worrying 

about the additional expenses. 

Worldwide Emergency Coverage: 

Some comprehensive health insurance plans extend their protection beyond India and offer global 

coverage for medical emergencies that occur while travelling abroad. This feature provides peace of mind 

to individuals who frequently travel for work, education, or leisure, ensuring they are financially 

protected even outside their home country. 

Financial Consequences of Ignoring Health Insurance 
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Neglecting health insurance can have severe and far-reaching financial consequences for individuals and 

families. Without adequate coverage, even minor medical emergencies can turn into significant financial 

burdens, forcing people to use their savings, borrow money, or sell valuable assets to cover hospital bills 

and treatment costs. Over time, repeated medical expenses without insurance protection can erode long-

term savings, disrupt planned investments, and compromise future financial goals such as education, 

home ownership, or retirement planning. 

Occupational distribution of Respondents 

 

The pie chart provides a detailed overview of the occupational distribution of respondents in this study. It 

is observed that a substantial majority, 84.4%, are employed in the private sector, highlighting that the 

study primarily reflects the perspectives of private-sector workers. The categories of students and ‘others’ 

each account for 6.3% of respondents, indicating limited participation from these groups. Government 

employees make up a small proportion, only 3.1%, while the self-employed category is entirely 

unrepresented. 

Monthly Income of Respondents 
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The pie chart illustrates the income distribution of respondents in this study. A majority, 53.1%, earn up 

to ₹30,000, indicating that most participants belong to the lower-income group. Around 25% earn 

between ₹30,001 and ₹50,000, 18.8% earn ₹50,001 to ₹1,00,000, while only a small proportion earns 

above ₹1,00,000, reflecting limited representation from higher-income groups. 

Respondents Awareness of Financial Risks Associated with not having Health Insurance 

 

The chart indicates that most respondents are conscious of the financial risks tied to not having health 

insurance. About 46.9% are aware, while 40.6% are very aware, showing a strong overall 

understanding. Only 12.5% remain neutral, and no respondents fall into the less aware categories, 

suggesting high general awareness of this issue. 

Respondents Experience of Financial Difficulties Due to Medical Expenses Without Health 

Insurance 

 

The chart shows that a majority of respondents (62.5%) have experienced financial difficulties due to 

medical expenses without health insurance, highlighting the significant financial vulnerability faced by 

uninsured individuals or families. Meanwhile, 25% reported not having such experiences, and 12.5% 
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preferred not to disclose their situation. This indicates that lack of health insurance can impose serious 

financial strain on many households. 

Impact of Ignoring Health Insurance on Personal Savings and Investments 

 

The chart indicates that most respondents believe ignoring health insurance can significantly impact 

personal savings and investments. Specifically, 43.8% consider it very likely and 37.5% view it as likely, 

showing strong agreement on the financial risks involved. Meanwhile, 18.8% remain neutral, and no 

respondents find it unlikely, emphasizing that the majority recognize the importance of health insurance 

in protecting financial stability. 

Respondents Perception of Medical Expenses as a Threat to Personal Financial Stability 

 

The chart shows that a majority of respondents perceive medical expenses as a serious concern affecting 

their financial stability. Half of the participants (50%) agreed that medical costs pose a financial threat, 

while 37.5% strongly agreed, indicating a high level of awareness and anxiety about rising healthcare 

expenses. Only 9.4% remained neutral, and a very small fraction expressed disagreement. This suggests 

that most individuals view medical expenses as a significant financial burden that could impact their 

overall economic security. 
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Impact of Ignoring Health Insurance in Personal Finance Planning – An Overview 

Ignoring health insurance can lead to severe financial instability for individuals and families. In the 

absence of health coverage, even minor medical issues can become major financial burdens due to the 

high cost of medical consultations, tests, and treatments. A sudden illness or accident may result in large 

hospital bills that have to be paid out of pocket, draining personal savings and forcing people to rely on 

loans or sell assets to cover expenses. 

Without health insurance, individuals lose the benefit of negotiated rates that insurance companies have 

with hospitals and clinics. As a result, uninsured patients often pay significantly higher prices for the 

same medical services. The lack of insurance also discourages people from seeking timely medical care, 

which can lead to worsening health conditions and even higher treatment costs later. This creates a cycle 

of delayed care and increased financial pressure, especially for those with chronic diseases. 

In the long term, the absence of health insurance can damage financial security and overall well-being. 

Medical debts may accumulate, affecting credit scores and future borrowing capacity. Families may have 

to cut down on essential expenses such as education or housing to meet healthcare costs. Therefore, 

health insurance is not just a protective measure against medical emergencies—it is an essential tool for 

financial planning and stability, ensuring that unexpected health issues do not turn into financial 

disasters. 

The Reason Behind People Ignore to Buy Health Insurance 

 

The chart shows the main reasons why people ignore buying health insurance. The largest portion, 

46.9%, indicates that lack of awareness is the leading cause. Many individuals are not fully informed 

about the benefits of health insurance or how it can protect them from unexpected medical costs. This 

lack of knowledge prevents them from making informed financial decisions about their health coverage. 



         The Academic                                                                                     Volume 3 | Issue 10 | October 2025 

Sanil M                                                                                                                                           Page | 200 

Another major reason, accounting for 28.1%, is the high premium cost. Many people find insurance plans 

expensive and view them as an additional financial burden, especially when they are already managing 

other household expenses. Additionally, 9.4% of respondents believe that health insurance is 

unnecessary, possibly due to a false sense of security about their health or limited understanding of 

medical risks. 

Dependence on employer-provided insurance and other reasons each contribute 9.4%. Some people rely 

entirely on the insurance coverage offered by their employers and do not consider getting individual 

policies for extra protection. The “other reasons” category may include factors like complex policy terms 

or distrust in insurance companies. Overall, the chart highlights that awareness and affordability are the 

most significant barriers preventing people from purchasing health insurance. 

Respondents Confidence in Managing Unexpected Medical Emergencies Without Health Insurance 

 

The chart shows that most respondents lack confidence in managing unexpected medical emergencies 

without health insurance. A significant 34.4% reported that they are not confident, while 28.1% remain 

neutral, indicating uncertainty about their financial preparedness for medical crises. Only 12.5% of 

respondents feel very confident, and 21.9% are somewhat confident, suggesting that a minority believe 

they could handle such situations independently. Meanwhile, a small 3.1% stated they are not at all 

confident. Overall, the data highlights that the majority of individuals recognize the financial 

vulnerability associated with lacking health insurance coverage. 

Respondents Opinion Towards Need for Wider Promotion of Awareness Programs on the 

Financial Importance of Health Insurance. 
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The pie chart illustrates respondents’ opinions on the need for broader promotion of awareness programs 

regarding the financial importance of health insurance. The results show that a significant majority 

support this idea, with 40.6% strongly agreeing and another 40.6% agreeing, indicating that over four-

fifths of participants recognize the importance of increased awareness efforts. Meanwhile, 15.6% remain 

neutral, suggesting some uncertainty or lack of strong opinion on the issue. Only a very small portion of 

respondents disagreed, and none strongly disagreed, demonstrating an overall positive consensus toward 

enhancing awareness about the financial value of health insurance. 

Research Methodology 

The research on the financial consequences of ignoring health insurance in personal finance management 

was conducted using a descriptive research design to analyse individuals’ opinions and awareness levels. 

The study relied primarily on primary data, which was collected from 50 respondents through a 

structured Google Form questionnaire. The questionnaire was designed to gather insights on participants’ 

understanding of the financial impact of neglecting health insurance. In addition to the primary data, 

secondary data was also utilized from journals, articles, websites, and reports related to health insurance 

and financial planning to support the analysis. The collected data was systematically analysed and 

presented using pie diagrams to visually represent the responses and highlight key trends and findings 

from the study. 

This methodology ensured that both qualitative and quantitative aspects of the study were effectively 

addressed. The use of a Google Form questionnaire allowed for easy data collection and ensured 

accessibility for respondents, leading to accurate and reliable primary data. The incorporation of 

secondary data provided a theoretical foundation and helped in comparing the findings with existing 

studies. By combining both data sources, the research achieved a comprehensive understanding of how 

the lack of health insurance awareness and coverage can influence personal financial stability. The use of 



         The Academic                                                                                     Volume 3 | Issue 10 | October 2025 

Sanil M                                                                                                                                           Page | 202 

pie diagrams further simplified the interpretation of results, making it easier to identify patterns and draw 

meaningful conclusions. 

Conclusion 

The study clearly highlights that ignoring health insurance has serious financial implications for 

individuals and families, often leading to long-term economic instability. The findings reveal that a large 

proportion of respondents have either experienced or are aware of the financial strain caused by medical 

expenses without insurance. Many participants recognize that health insurance plays a crucial role in 

protecting savings, investments, and overall financial security. It acts as a financial safety net that 

prevents medical emergencies from turning into financial crises. The study also emphasizes that people 

without insurance are more likely to face challenges such as medical debt, reduced savings, and delayed 

medical care, which can worsen both their health and financial conditions over time. 

Furthermore, the research shows that lack of awareness and the high cost of premiums are the main 

reasons people avoid purchasing health insurance. While many respondents understand the importance of 

coverage, gaps in financial literacy and misconceptions about health insurance persist. The study 

concludes that there is an urgent need to promote awareness programs that educate individuals about the 

financial benefits of being insured and the long-term risks of neglecting it. Encouraging affordable and 

accessible health insurance options can help more people secure their financial future and reduce the 

economic burden of healthcare expenses. Overall, the findings highlight that investing in health insurance 

is not just a matter of health protection but an essential component of responsible personal financial 

management. 
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