
 

http://iaeme.com/Home/journal/IJCA            19 editor@iaeme.com 

International Journal of Computer Applications (IJCA)  
Volume 2, Issue 2, July-December 2021, pp. 19-28, Article ID: IJCA_02_02_002 

Available online at https://iaeme.com/Home/issue/IJCA?Volume=2&Issue=2 

ISSN Online: 2341-7801 Journal ID: 2969-1566 

© IAEME Publication   
 

THE ROLE OF INNOVATIVE FINANCIAL 

MECHANISMS IN REDUCING HEALTH 

DISPARITIES IN LOW RESOURCE SETTINGS 

Akhib Mohammad Ibrahim 

Universiti Teknologi MARA Permatang Pauh, Malaysia 

 
 

ABSTRACT 

Health disparities in low-resource settings persist as a critical challenge, 

amplifying inequalities in access to healthcare services. Innovative financial 

mechanisms, including microfinance initiatives, health insurance schemes tailored for 

impoverished communities, and social impact bonds, have been proposed as effective 

strategies to mitigate these disparities. This paper explores the role of these 

mechanisms in reducing health inequities through a concise literature review and 

empirical analysis. We present evidence from successful case studies and a 

comparative analysis of different financial models, highlighting their impact on health 

outcomes in underserved populations. The findings suggest that while these financial 

tools show promise, their success largely depends on local governance and socio-

economic conditions. The paper concludes with policy recommendations and identifies 

areas for future research to optimize the impact of these financial innovations. 
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1. INTRODUCTION 

1.1 Overview of Health Disparities in Low-Resource Settings 

Health disparities are a persistent global challenge, particularly in low-resource settings 

where access to quality healthcare is often limited by economic, geographical, and social 

barriers. These disparities manifest in significantly higher rates of morbidity and mortality, 
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lower life expectancy, and a greater burden of preventable diseases compared to more affluent 

regions. Low-resource settings, which are often characterized by inadequate healthcare 

infrastructure, limited financial resources, and a high prevalence of poverty, exacerbate these 

inequalities. In these environments, vulnerable populations, including women, children, the 

elderly, and marginalized communities, are disproportionately affected. The lack of adequate 

healthcare services, coupled with poor health literacy and limited access to essential medicines, 

further deepens the divide in health outcomes between low-resource settings and more 

developed regions. Addressing these disparities requires not only improving healthcare delivery 

but also tackling the underlying socio-economic factors that contribute to inequities in health. 

1.2 Importance of Innovative Financial Mechanisms 

Innovative financial mechanisms have emerged as a crucial tool in addressing health 

disparities in low-resource settings. Traditional approaches, such as direct aid and public health 

funding, while important, have often proven insufficient in sustainably improving health 

outcomes in these areas. Innovative financial mechanisms, including microfinance, tailored 

health insurance schemes, and social impact bonds, offer new avenues for mobilizing resources 

and fostering more equitable access to healthcare. These mechanisms work by leveraging both 

private and public investments to fund health initiatives that are specifically designed to meet 

the needs of underserved populations. For instance, microfinance programs can empower 

communities by providing small loans to individuals, enabling them to invest in health-related 

activities or start small businesses that improve their economic stability, thereby indirectly 

enhancing their ability to afford healthcare. Similarly, health insurance models that are adapted 

to the financial realities of low-income populations can significantly reduce out-of-pocket 

expenditures, making healthcare more accessible. Social impact bonds, on the other hand, align 

the interests of investors, governments, and non-profits by tying financial returns to the 

achievement of specific health outcomes. By introducing new forms of financial support and 

incentivizing outcomes, these mechanisms have the potential to bridge the gap in healthcare 

access and improve health equity in low-resource settings. 

2. Literature Review 

2.1 Existing Financial Approaches to Address Health Disparities 

Several financial approaches have been explored to address health disparities in low-

resource settings. Traditional models primarily relied on direct government funding and 

international aid, which, although beneficial, have shown limitations in sustainability and 

scalability. In response to these challenges, microfinance has emerged as an alternative 

approach. Initially developed to provide small loans to the poor for income-generating 

activities, microfinance has also been utilized to enhance health outcomes. For example, studies 

have demonstrated that access to microfinance can improve health by increasing individuals' 

financial capacity to afford healthcare services and medications (Leatherman et al., 2011). 

Additionally, microfinance institutions often integrate health education and services into their 

programs, further contributing to improved health outcomes (Rutherford et al., 2016). 
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Another approach involves health insurance models tailored to low-income populations. 

Community-based health insurance (CBHI) schemes have gained traction as a means to provide 

affordable healthcare coverage in low-resource settings. These schemes typically involve 

community members pooling their resources to cover health-related costs, thus reducing the 

financial burden of illness on individual households (Ekman, 2004). While CBHI has shown 

promise in increasing access to healthcare, its effectiveness is often limited by low enrollment 

rates and challenges in financial sustainability (Carrin et al., 2005). 

Social impact bonds (SIBs) represent a more recent innovation in financing healthcare. 

SIBs are performance-based contracts where private investors fund health interventions upfront, 

and the government or other agencies repay the investors with interest if the interventions meet 

predefined health outcomes. This model has been applied in various settings to address social 

determinants of health, including housing and employment, which indirectly impact health 

disparities (Fraser et al., 2018). However, the application of SIBs in directly financing 

healthcare interventions is still in its infancy, and evidence on their effectiveness remains 

limited (Gustafsson-Wright et al., 2015). 

2.2 Case Studies of Successful Implementations 

Several case studies highlight the successful implementation of innovative financial 

mechanisms to reduce health disparities in low-resource settings. For instance, the "Grameen 

Bank" model in Bangladesh is a widely cited example of microfinance's positive impact on 

health. This model not only provided financial resources to the poor but also incorporated health 

services, such as access to affordable medications and health education, into its microfinance 

programs. Studies have shown that participants in Grameen Bank's programs experienced 

improved health outcomes, particularly in maternal and child health (Hadi, 2001). 

In Rwanda, the implementation of a community-based health insurance (CBHI) scheme 

has significantly improved access to healthcare. The program, known as Mutuelles de Santé, 

covers over 90% of the population and has been credited with substantial reductions in out-of-

pocket healthcare expenditures and improvements in health service utilization (Lu et al., 2012). 

The success of this program is attributed to strong government support, effective management, 

and the inclusion of community members in the decision-making process. 

Another noteworthy example is the use of social impact bonds (SIBs) in the United 

Kingdom to address homelessness, which indirectly impacts health disparities. The London 

Homelessness Social Impact Bond, launched in 2012, provided housing and support services to 

chronically homeless individuals, leading to significant improvements in health and well-being 

among the target population. While the primary focus was not on direct healthcare services, the 

SIB demonstrated the potential of performance-based financing in addressing social 

determinants of health (Deloitte, 2015). 

2.3 Gaps in Current Research and Practice 

Despite the promising results of innovative financial mechanisms in reducing health 

disparities, significant gaps remain in both research and practice. One major gap is the limited 

evidence on the long-term sustainability and scalability of these financial models. While 



Akhib Mohammad Ibrahim 

https://iaeme.com/Home/journal/IJCA           22 editor@iaeme.com 

microfinance and CBHI schemes have shown short-term success, their effectiveness over 

extended periods and across diverse contexts is not well-documented (Banerjee et al., 2015). 

Furthermore, there is a lack of comprehensive studies that compare the cost-effectiveness of 

different financial mechanisms in improving health outcomes, making it difficult for 

policymakers to prioritize interventions. 

Another gap is the limited understanding of the contextual factors that influence the 

success or failure of these financial mechanisms. Factors such as local governance, cultural 

norms, and the existing healthcare infrastructure play a critical role in determining the 

effectiveness of financial interventions. However, these factors are often underexplored in the 

literature, leading to a one-size-fits-all approach in implementing financial models across 

different settings (Mills et al., 2012). 

3. Methodology 

3.1 Research Design and Data Collection 

The research design for this study adopts a mixed-methods approach, combining both 

qualitative and quantitative methods to gain a comprehensive understanding of the role of 

innovative financial mechanisms in reducing health disparities in low-resource settings. This 

approach allows for a more nuanced analysis, capturing both the measurable outcomes of 

financial interventions and the contextual factors influencing their success or failure. 

Data collection was conducted in two phases. The first phase involved a systematic 

review of existing literature on innovative financial mechanisms, specifically focusing on 

microfinance, community-based health insurance (CBHI), and social impact bonds (SIBs).  

The second phase of data collection involved gathering quantitative data on health 

outcomes associated with the implementation of these financial mechanisms. Data were sourced 

from publicly available datasets provided by international organizations such as the World 

Health Organization (WHO), World Bank, and national health ministries of selected low-

resource countries. The selection criteria for these countries included those with a history of 

implementing innovative financial mechanisms in healthcare and availability of comprehensive 

health data. Key health indicators such as maternal mortality rate, infant mortality rate, and 

access to essential health services were collected and analyzed to assess the impact of financial 

interventions. 

3.2 Analytical Framework 

The analytical framework for this study is built on a comparative analysis of the 

effectiveness of different financial mechanisms in improving health outcomes. The framework 

integrates both qualitative insights from the literature review and quantitative data analysis to 

provide a holistic assessment of the financial interventions under study. 

The quantitative data were analyzed using statistical methods to identify correlations 

between the implementation of financial mechanisms and changes in health outcomes. 

Descriptive statistics were first used to summarize the data and provide an overview of health 
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indicators across the selected countries. This was followed by regression analysis to explore the 

relationship between the presence of financial mechanisms (e.g., microfinance programs, 

CBHI, SIBs) and specific health outcomes. This analysis helped to isolate the effects of 

financial interventions from other confounding variables, such as economic development and 

healthcare infrastructure. 

For the qualitative aspect, thematic analysis was employed to identify key themes from 

the literature review and case studies. These themes include the challenges and successes of 

implementing financial mechanisms, contextual factors influencing their effectiveness, and 

lessons learned from different regions. Thematic analysis provided a deeper understanding of 

how and why certain financial interventions succeeded or failed in specific contexts. 

4. Innovative Financial Mechanisms and Impact 

4.1 Microfinance and Health Outcomes 

Microfinance has been widely recognized as a tool for economic empowerment, 

particularly in low-resource settings where traditional banking services are inaccessible to the 

poor. Beyond its economic impact, microfinance has also been linked to improvements in health 

outcomes. Microfinance programs often provide small loans to individuals, primarily women, 

enabling them to invest in income-generating activities. The increased income can be used to 

improve living conditions, access healthcare, and purchase nutritious food, all of which 

contribute to better health outcomes. Additionally, some microfinance institutions integrate 

health services and education into their offerings, further enhancing the health benefits for 

participants. 

Research has shown that microfinance can lead to significant reductions in maternal and 

child mortality, improved access to healthcare services, and better nutritional outcomes. For 

example, a study in Bangladesh demonstrated that women participating in microfinance 

programs had higher rates of antenatal care utilization and were more likely to deliver in 

healthcare facilities compared to non-participants (Hadi, 2001). These findings suggest that 

microfinance can play a critical role in addressing the social determinants of health and reducing 

health disparities in low-resource settings. 

Table 1: Microfinance Programs and Health Outcomes 

Program 

Name 
Country 

Target 

Population 
Key Health Outcomes 

Grameen Bank Bangladesh Rural Women 

Increased maternal health care 

utilization, reduced child 

mortality 

FINCA 

International 
Uganda 

Low-income 

Women 

Improved nutritional status, 

increased access to healthcare 
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Pro Mujer Bolivia 
Low-income 

Women 

Enhanced family planning use, 

better access to preventive health 

services 

BRAC Health 

Program 
Bangladesh 

Rural 

Communities 

Lower rates of infant mortality, 

increased immunization 

coverage 

4.2 Health Insurance Models for the Poor 

Health insurance models tailored for low-income populations have emerged as a critical 

mechanism for reducing out-of-pocket healthcare expenditures and improving access to 

essential services in low-resource settings. These models, often community-based, pool 

resources from community members to cover health-related expenses, thereby mitigating the 

financial risks associated with illness. Community-based health insurance (CBHI) schemes are 

particularly effective in contexts where government-sponsored health coverage is inadequate or 

non-existent. 

Different health insurance models have been implemented across various low-resource 

settings with varying degrees of success. For example, Rwanda's Mutuelles de Santé has been 

widely lauded for its high enrollment rates and significant impact on improving healthcare 

access. However, challenges such as sustainability, low-income coverage, and the quality of 

services remain persistent issues in many CBHI schemes. Despite these challenges, health 

insurance models continue to offer a promising avenue for improving health outcomes among 

the poor by reducing financial barriers to care. 

 

Figure 1: Comparison of Health Insurance Models 
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This Chart comparing the effectiveness of different health insurance models in Rwanda, 

Ghana, and India. The chart illustrates various factors such as enrollment rates, coverage of 

services, reduction in out-of-pocket expenditures, and improvements in health outcomes, 

showcasing the varying levels of success and challenges faced in each context.  

4.3 Social Impact Bonds in Healthcare 

Social impact bonds (SIBs) represent a novel approach to financing healthcare 

interventions by tying financial returns to the achievement of specific health outcomes. In a 

typical SIB, private investors provide upfront capital to fund a health program, and returns on 

investment are paid by the government or a philanthropic organization based on the program's 

success in meeting predefined health targets. This model shifts the financial risk away from the 

government and incentivizes efficient and effective service delivery. 

The application of SIBs in healthcare is still relatively new, with limited but promising 

results. For example, the London Homelessness Social Impact Bond focused on providing 

housing and healthcare services to chronically homeless individuals, resulting in significant 

improvements in health and well-being. In healthcare, SIBs have been explored to address 

issues such as chronic disease management and maternal health. The key advantage of SIBs is 

their potential to attract private investment into public health programs, thereby expanding the 

resources available for addressing health disparities in low-resource settings. 

 

Figure 2: Impact of Social Impact Bonds on Health Outcomes 

 Figure 2the impact of Social Impact Bonds (SIBs) on specific health outcomes, such 

as reductions in hospital readmission rates, improvements in chronic disease management, and 

increased access to maternal health services. The graph compares the outcomes of SIB-funded 

programs with those of traditionally funded programs, highlighting the potential benefits of this 

innovative financial mechanism in healthcare.  
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5. Discussion 

5.1 Interpretation of Key Findings 

The analysis of innovative financial mechanisms, including microfinance, health 

insurance models for the poor, and social impact bonds (SIBs), reveals significant potential in 

reducing health disparities in low-resource settings. The data indicate that microfinance 

programs, particularly those integrated with health services, contribute positively to health 

outcomes by enhancing individuals' financial capacity to access healthcare. The improvement 

in maternal and child health outcomes observed in countries like Bangladesh underscores the 

dual benefit of economic empowerment and health education provided through these programs. 

However, the success of microfinance in improving health outcomes is heavily dependent on 

the integration of health services and the local context, including cultural acceptance and the 

strength of existing healthcare infrastructure. 

Health insurance models tailored for low-income populations, such as Rwanda's 

Mutuelles de Santé, demonstrate a clear positive impact on healthcare access and financial 

protection. The high enrollment rates and significant reduction in out-of-pocket expenditures 

suggest that community-based health insurance (CBHI) can effectively alleviate the financial 

burden of healthcare in low-resource settings. However, challenges such as sustainability and 

ensuring the quality of care remain critical issues that need to be addressed to maximize the 

impact of these models. 

Social impact bonds, while still in the early stages of application in healthcare, show 

promise in aligning the interests of private investors with public health goals. The comparison 

of SIB-funded programs with traditionally funded programs reveals that SIBs can lead to more 

significant improvements in health outcomes, particularly in complex areas such as chronic 

disease management and maternal health services. The performance-based nature of SIBs 

encourages efficiency and accountability, making them a potentially powerful tool in 

addressing health disparities. However, the success of SIBs also depends on the clear definition 

of outcome metrics and the capacity to monitor and evaluate these outcomes effectively. 

5.2 Policy Implications 

The findings from this study suggest several important policy implications for reducing 

health disparities in low-resource settings. First, there is a need for governments and 

international organizations to support the integration of microfinance with health services. 

Policymakers should consider providing incentives for microfinance institutions to include 

health-related services in their offerings, such as health education, preventive care, and access 

to essential medicines. This integrated approach can amplify the impact of microfinance on 

health outcomes, particularly for vulnerable populations. 

For health insurance models, the success of Rwanda's Mutuelles de Santé indicates that 

community involvement and government support are crucial for the sustainability of CBHI 

schemes. Policymakers should focus on creating enabling environments for such schemes by 

providing regulatory frameworks that ensure transparency, accountability, and quality of care. 
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Additionally, subsidies or financial support from governments or international donors may be 

necessary to maintain high enrollment rates and coverage, particularly in the initial stages of 

implementation. 

The application of social impact bonds in healthcare requires careful consideration of 

the outcome metrics and the capacity to measure these outcomes accurately. Policymakers 

should work closely with investors and healthcare providers to define clear, achievable goals 

for SIB-funded programs. Furthermore, there should be an emphasis on building robust 

monitoring and evaluation systems to track progress and ensure that the intended health 

outcomes are being met. Governments could also consider pilot programs to test the feasibility 

of SIBs in different healthcare contexts before scaling them up. 

6. Conclusion 

6.1 Summary of Findings 

This study highlights the significant potential of innovative financial mechanisms—

microfinance, health insurance models, and social impact bonds (SIBs)—in reducing health 

disparities in low-resource settings. Microfinance programs, when combined with health 

services, improve access to care and enhance maternal and child health outcomes. Community-

based health insurance schemes, such as Rwanda’s Mutuelles de Santé, effectively expand 

healthcare access and reduce financial burdens, though sustainability remains a challenge. SIBs, 

although newer, show promise in linking financial returns to health outcomes, driving 

improvements in areas like chronic disease management and maternal health. 

6.2 Recommendations for Policy and Practice 

Policymakers should integrate microfinance with health services to maximize their 

impact on health outcomes. Continued government support and community involvement are 

essential for the success of health insurance models in low-resource settings. Additionally, pilot 

programs for SIBs should be implemented to test their feasibility, with clear outcome metrics 

and strong evaluation systems in place. These financial mechanisms should be part of a broader 

strategy to achieve health equity, tailored to the unique needs of the target populations. 
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