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Executive Summary

The Asia-Pacific Economic Cooperation (APEC) region encompasses some of the most varied health
systems in the world, ranging from high-income economies with well-established universal coverage
frameworks to lower-middle-income economies still building the foundations of their public health
financing systems. Despite this heterogeneity, member economies share a common challenge: three
interrelated forces — the rapidly rising burden of non-communicable diseases, aging populations, and
sustained medical cost inflation — are simultaneously increasing demand for health interventions and
placing growing fiscal pressure on public health systems that have already made substantial progress
toward expanding health coverage to all according to domestic contexts and priorities.

Private health insurance exists in virtually every APEC economy, but its contribution to total health
financing has remained modest relative to its potential. In most markets, PHI has developed primarily
as an employer-sponsored benefit for formal sector workers, focused on amenity-based interventions
rather than on substantive enhancement of public coverage. Out-of-pocket expenditure, not private
insurance, remains the primary mechanism through which individuals meet health costs not addressed
by public systems.

PHI can do more, and the conditions for it to do so require deliberate government action rather than
market development alone. A framework of four archetypes, organized according to the maturity of
the public health system and the degree to which the government actively coordinates the public-PHI
relationship, reflects the reality that strategies that work in one context need to be adapted, not simply
replicated, to another.

Three opportunities emerge where PHI is best placed to make a meaningful contribution to health system
goals: strengthening financial protection against the costs of serious illness, giving patients a funded
route to innovative technologies the public system cannot yet cover, and improving population coverage
by extending access beyond the formal sector populations that most PHI markets currently serve.

Realizing these opportunities requires three enabling conditions. First, governments must define the
legal and regulatory framework so that PHI products are designed in deliberate relation to the public
benefit package rather than in parallel to it. Second, consumer trust must be actively built and carefully
managed, through insurance literacy, clear and comparable product disclosure, and the intentional
design of any changes to the public-PHI interface. Third, data and digital infrastructure must connect
public and private health financing systems so that government and insurers are working from the same
information base, enabling both effective oversight and confident product design.

Intended primarily for APEC ministries of health, finance ministries, and the regulatory agencies
responsible for health financing and insurance oversight, the best practice principles and learnings set out
here are also relevant to international development organizations, multilateral bodies, and private sector
stakeholders engaged in health system strengthening across the region. For government policymakers,
these principles are designed to serve as a practical reference: a way of locating their own economy
within the broader landscape of PHI development and drawing on what peer economies and global
peers have already learned. The challenge of getting PHI to work well alongside public health systems
is one that no APEC economy has fully resolved on its own, and the experience of those that have made
meaningful progress holds real value for those navigating similar questions. Designed to make that
collective learning accessible, this paper supports the ongoing exchange of knowledge and practice that
APEC is uniquely positioned to facilitate.
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A Varied Region with a Shared Commitment
to Health and Economic Growth

The Asia-Pacific Economic Cooperation (APEC) region encompasses one of the most varied collections
of health systems in the world. Spanning high-income economies with decades of consolidated
public health infrastructure to lower-middle-income economies still in the process of establishing their
foundational coverage frameworks, APEC member economies differ significantly in their health system
configurations, financing models, institutional capacity, and health policy priorities. Yet despite this
heterogeneity, two common features define the region’s health landscape — one source of shared
progress and one shared vulnerability.

The first is a steady and reaffirmed commitment to the health and well-being of populations, which
has been matched by sustained increases in public health expenditure across virtually all member
economies. Most APEC economies have made significant and measurable progress toward Universal
Health Coverage (UHC) according to domestic contexts and priorities, several with landmark legislative
and programmatic milestones. Indonesia launched the Jaminan Kesehatan Nasional (JKN), now the
world’s largest single-payer economy-wide health insurance program by enrolled population.! Viet Nam
established the Bdo hiém Y té (BHYT) social health insurance scheme that nearly encompasses the
entire population.? The Philippines enacted a Universal Health Care Law in 2019, which automatically
enrolled all Filipinos into the economy-wide health insurance program.® In 2002, Thailand achieved
full population coverage through its Universal Coverage Scheme, making it one of the first and most
notable examples of a lower-to middle income economy at the time to do so.* Korea stands as one of
the most cited examples globally of rapid UHC achievement, moving from a fragmented, employer-
based insurance system to near-universal statutory coverage within a single generation.®

Sustained increases in public health expenditure have accompanied this commitment to population
health across the APEC region. Between 2000 and 2023, current health expenditure per capita
increased substantially across virtually all APEC economies. In most cases, healthcare spending more
than doubled and in several cases increasing by five to eight times in real purchasing power parity
terms, reflecting both genuine growth in health system investment and the progressive expansion of
public financing mechanisms across the region.®

Across the region, these commitments reflect a shared recognition, consistent with APEC’s broader
principles, that population health is inseparable from economic productivity and sustainable growth.

Progress Translating into Population Coverage

Most APEC economies have made formal commitments to expanding health coverage to all, according
to domestic contexts and priorities, as a defined policy objective. Coverage for all, a goal that some
APEC economies embrace within their domestic health strategies, is commonly understood as
ensuring that all people have access to the full range of quality health interventions they need, when
and where they need them, without suffering financial hardship.” Domestic progress toward this goal is
typically measured across three dimensions: population coverage (who is enrolled), service coverage
(which interventions and treatments are included in the benefit package), and financial protection (the
degree to which the system shields households from catastrophic and impoverishing health spending).
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In recent years, Indonesia; the Philippines; Viet Nam have boasted complete or nearly complete
population coverage by UHC. Other economies like Australia; Japan; Korea; Malaysia; Singapore
have long provided full population coverage. The United States, while not having adopted UHC as
a formal policy goal, maintains a robust health system supported by both public programs and a
highly developed private insurance market, with a shared economy-wide aim of providing high-quality
healthcare for its citizens.

As a result of these sustained commitments, several APEC Economies have recorded meaningful
decreases in out-of-pocket health expenditure - one of the primary indicators of financial vulnerability —
overthe pasttwo decades. Thailand’s out-of-pocket share fell from 27% to 9% of total health expenditure
between 2003 and 2022, one of the most significant reductions recorded in the region and a direct
reflection of the transformative impact of its domestic Universal Coverage Scheme. Indonesia similarly
recorded a sharp decline over the last decade as the JKN program extended its reach, while China’s
out-of-pocket share dropped by nearly 30 percentage points over the same twenty-year period.®

The Triple Threat That Puts Progress at Risk

Despite this progress, health systems across APEC face a series of challenges that threaten to outpace
the gains achieved. Three interrelated forces 1) the rising burden of non-communicable diseases
(NCDs), 2) rapidly aging populations, 3) and sustained medical cost inflation are simultaneously
increasing demand for health interventions while straining the fiscal foundations of public health
systems.

The significant and rapidly rising NCD burden worldwide is similarly affecting APEC Economies.®
Conditions such as cancer, cardiovascular disease, diabetes, and chronic respiratory illness are now
leading causes of premature mortality across member economies, and their treatment is both long-term
and increasingly expensive. Critically, coverage for NCD treatment and, in particular, for innovative
therapies such as immune-oncology medicines, targeted therapies, and precision treatments remains
one of the most significant areas where public health systems have yet to keep pace with the expanding
frontier of clinical need across the region.™ "

Demographic aging compounds this challenge. As populations grow older, the ratio of working-age
contributors to health systems narrows relative to the number of beneficiaries, placing fiscal pressure
on social health insurance schemes that are contribution-financed.

At the same time, medical cost inflation is at a global average of nearly 10%. The pressure on the
payers — individuals, private, and public alike - is significant across APEC Economies. In Economies
such as Indonesia; Malaysia; and Thailand; soaring with medical inflation is estimated at 17%, 16%,
and 15%, respectively.'

The result is a set of areas where public health systems aiming for coverage for all face growing
pressure: in prevention and treatment of NCDs, in access to new medicines and medical devices, and
in financial protection for informal sector workers and other populations who fall outside the formal
employment-linked enrollment pathways of many public health schemes.
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Private Health Insurance: An existing, but
underutilized, health financing mechanism

Against this backdrop, private health insurance (PHI) exists in virtually every APEC economy, spanning
a wide range of product types, market structures, and regulatory frameworks. Yet even in economies
where private insurance penetration is relatively high, its contribution to total health financing has
remained modest to moderate. In most APEC economies, out-of-pocket expenditure continues to be
the primary mechanism through which individuals meet health costs not addressed by public systems,
while PHI plays a comparatively minor financing role.™

The gap between PHI penetration and PHI contribution reflects structural features of how PHI products
have evolved in most markets: primarily as employer-sponsored group plans covering working-age
formal sector employees; focused on amenity-based benefits such as access to private hospital rooms,
shorter waiting times, and choice of provider rather than on substantive enhancement of public benefit
packages; and with coverage limits and reimbursement structures that are generally inadequate for the
high per-cycle costs of innovative therapies.

This paper explores how PHI can be more effectively leveraged to complement and strengthen health
systems in support of affordable and quality access to healthcare, and what conditions are required
for this to work.

Pre-Conditions for Effective PHI Integration

The ability of PHI to meaningfully complement or strengthen a public health system depends on the
presence of three interrelated pre-conditions.

1. An existing and maturing private insurance market. The first pre-condition is the existence
of a private insurance market with sufficient penetration and product sophistication to serve as
a credible complement to public coverage. A nascent market dominated by rudimentary lump-
sum indemnity products offers a fundamentally different policy lever than a mature market with
a spectrum of structured benefit designs, risk-pooling mechanisms, and actuarial infrastructure.

The presence of PHI across APEC economies does not, however, imply uniform reach or depth.
Private health insurance penetration varies dramatically across the region from under 6% in Viet
Nam,'* where PHI remains concentrated among a small, affluent, urban demographic, to over 80%
in Korea,' where the majority of the population uses private plans to supplement interventions
not covered by the public health insurance scheme. This wide variation reflects fundamental
differences in public health system maturity, market development history, government policy
orientation, and consumer demand.

2. Clarity on the government’s baseline coverage. The second pre-condition is that the scope
of the public health system’s baseline coverage must be sufficiently defined in terms of which
populations are covered, which interventions and treatments are included, and what cost-sharing
obligations fall on the patient. Where public benefit packages are poorly defined, unstable, or
subject to frequent administrative revision, it is structurally difficult for private insurers to design
products that complement rather than duplicate or conflict with public financing schemes.
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3. An enabling regulatory environment for integration and supplementation. The third pre-
condition is the existence of a regulatory and policy environment that actively enables coordination
between public and private health financing. This includes frameworks governing coordination
of benefits between public and private payers, rules around premium setting and product
standardization, and the degree to which government actively directs or incentivizes PHI toward
strengthening designated areas of public coverage.

Private Health Insurance’s Emerging Role in
Strengthening Health Systems

Across APEC, private health insurance is present in some form in all markets, ranging from basic
indemnity and hospital cash products to sophisticated integrated supplemental plans. Importantly, a
significant trend is emerging across the region: a move toward supplementary insurance products
that are explicitly or implicitly designed to enhance and strengthen public coverage rather than simply
provide parallel private access.

Supplementary insurance in this report are defined as products that are deliberately structured to offer
financial protection and access to healthcare interventions above and beyond what the prevailing
public scheme provides." The creation and provision of supplementary insurance can be government-
driven, market-driven, or a hybrid of the two.

The trend towards supplementary insurance takes different forms across Economies, as
reflected in Table 1 below:

Economy Supplementary Insurance Product Form

Australia The government has taken one of the most explicit policy positions in the region on the
role of PHI, including a tax surcharge on higher-income earners who do not hold private
hospital cover, a premium loading for those who delay taking up cover after age 31,
and a means-tested government rebate on PHI premiums. PHI serves a dual function
within this framework: it manages demand on public hospitals by channeling those with
means into the private system, and it provides cover for a range of interventions that
sit entirely outside the universal public Medicare schedule — including dental, optical,
physiotherapy, and other allied health interventions — which Medicare does not fund.
PHI thus operates as both a structural complement to Medicare for hospital interventions
and a vehicle for extending coverage into areas the public system leaves to the private
market. 161718

Chile Chile operates a formal dual structure, with the Fondo Nacional de Salud (FONASA)
as the public scheme and the regulated Instituciones de Salud Previsional (ISAPRESs)
as the private layer. Sitting across both, the Garantias Explicitas en Salud (GES) plan
establishes legally binding guarantees of access, quality, and financial protection for a
defined list of high-burden conditions, with private insurers legally required to meet the
same standards as the public system.®

1 A 2004 OECD report makes a distinction between complementary insurance and supplementary insurance.
Complementary insurance is private health insurance that covers costs not included in the public benefit package,
while supplementary insurance covers the same services as the public system but offer faster access, greater
choice of provider, or enhanced amenities.
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Economy Supplementary Insurance Product Form

People’s A rapidly evolving ecosystem of supplemental insurance products, including the
Republic of Huiminbao government-facilitated city-level plans and, most recently, the 2026
China Commercial Health Insurance Innovative Drug List (CIIDL), reflects an accelerating

government-led effort to leverage PHI as a mechanism to strengthen the reach and
depth of the existing Basic Medical Insurance system, particularly in extending patient
access to innovative medicines not yet incorporated into the National Reimbursement
Drug List.202

Indonesia The Coordination of Benefits (CoB) mechanism formally links private insurance to the
JKN public scheme, channeling PHI primarily toward amenity upgrades and access to
private provider networks.??23

Republic of Complementary insurance products (Silson insurance) have become the dominant form

Korea of private coverage, designed to reimburse patient cost-sharing obligations under the
National Health Insurance, though successive reform cycles have progressively tightened
benefit scope in response to concerns about moral hazard and overconsumption.42°

Malaysia The government has recently moved to develop a standardized Base Medical and
Health Insurance/Takaful (MHIT) plan, marking a transition from a purely market-driven
PHI environment toward a more structured public-private interface.?¢?”

Peru The most structured point of public-private complementarity is the Entidades Prestadoras
de Salud (EPS) system, through which employers and employees can redirect a portion
of their EsSalud social insurance contribution to a regulated private health provider,
gaining access to private facilities and enhanced interventions. This mechanism is
government-regulated but market-delivered and represents a deliberate if partial
attempt to integrate PHI as a complement to the public contributory system. Overall PHI
uptake, however, remains low, concentrated among higher-income urban households
and formal sector employees, with no broader government incentive architecture in
place to drive wider adoption.?®2°

Singapore The Integrated Shield Plans (ISPs) operate as a formal government-designed
supplement to the mandatory MediShield Life public scheme, offering enhanced hospital
and specialist coverage within a regulated framework that has evolved substantially
over the past decade.

Viet Nam Resolution 72 and the 2024 Law on Health Insurance represent a formal legislative shift,
with the government now defining the Social Health Insurance scheme as the essential
tier and piloting a regulatory framework for PHI to serve as the supplementary tier.

Table 1: Summary of supplementary insurance products across APEC economies

Yet despite this emerging trend toward supplementary and system-strengthening PHI, a consistent
pattern holds across the region: even where private insurance penetration is relatively high, its
contribution to total health financing remains modest. Government spending and, critically, out-of-
pocket expenditure continue to dominate health financing across most APEC economies suggesting
that the design and reach of current PHI markets have not yet translated into significant population-
level financial protection.

These examples also reveal something important about the limits of generalization: the conditions
under which PHI has begun to play a more meaningful complementary role differ considerably across
economies, shaped by the maturity of the public health system, the depth and reach of the existing PHI

market, and the degree to which government has actively directed or enabled the integration.
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Scope, purpose, and structure of the paper

Across the full spectrum of APEC health system configurations, this paper examines how private
health insurance can be more effectively deployed to strengthen healthcare affordability and access,
drawing on best practices from both within APEC and beyond APEC for global comparison.

Because starting points differ, so do the most relevant policy and market approaches. To reflect
this, the analysis is organized around four broad archetypes, each defined by three dimensions: the
maturity of the public health system (in most Economies, defined by the progress on expanding health
coverage to all, the depth and penetration of the PHI market, and the extent to which PHI supplements
or otherwise strengthen the dominant mode of economy-wide health financing.

These archetypes are not intended as a definitive classification, and economies should not read them
as fixed categories. They are an analytical lens to acknowledge that the conditions for effective PHI
integration are not the same everywhere, and that strategies in one context need to be adapted, not
simply replicated, to another.

The archetypes are organized along two dimensions. The first dimension distinguishes between
economies with advanced public health system, where the public system is well-established, broadly
covers the population, and provides a clearly defined foundation for PHI to sit alongside, and those
with maturing public health system, where coverage is still developing, the boundary between public
and private is less precisely drawn, and the framework for PHI integration is still taking shape. The
second dimension distinguishes between economies where the government actively coordinates how
PHI operates alongside the public system, including setting the benefit package and directing market
participants toward policy goals, and those where private insurers drive product design and market
development within a framework the government sets but does not actively steer.

Table 2 provides an overview of the APEC and global examples used throughout this paper, organized
across the four archetypes, to show how the best practice principles translate across different market
context.
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Category Description APEC Examples Global Examples
Archetype 1 Advanced public Singapore Netherlands;
health system with
France
government-led PHI
coordination
Archetype 2 Advanced public Australia; Germany;
health system with Japan: Ireland
market-dominant PHI
coordination* Korea
Archetype 3 Maturing public Chile; Brazil
health system with China:
government-led PHI
coordination Indonesia;
Malaysia
Archetype 4 Maturing public Peru; None
health system with Viet Nam

market-dominant PHI
coordination

Table 2: Overview of APEC and global examples organized across the four archetypes

The paper proceeds in two parts. The first examines the three dimensions along which public health
systems across the region face the greatest and most sustained pressure: population coverage,
service coverage, and financial protection. For each, it sets out the best practice principles and case

examples that demonstrate how PHI can contribute to strengthening public systems.

The second shifts from what PHI can contribute to how governments can create the conditions for it
to do so, examining the policy, regulatory, and coordination mechanisms under which PHI integration
is most likely to succeed. Throughout both parts, examples are drawn from APEC economies and
relevant global comparators, with attention to how context shapes what is applicable and what requires

adaptation.
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SECTION

Opportunities for Private
Health Insurance to Support
Public Health System Goals



This section discusses the three dimensions in which private health insurance has the greatest potential
to support public health system goals: population coverage, service coverage, and financial protection.
For each, it sets out the best practice principles that apply and draws on case examples that illustrate
them in practice.

OPPORTUNITY 1:
Increasing financial protection without
undermining health financing sustainability

PHI can extend meaningful financial protection to populations that public systems leave exposed,
but the design of that protection must be targeted at the right gap. In advanced markets, the primary
challenge is ensuring PHI complements rather than duplicates or undermines measures to ensure
system sustainability and avoids over-utilization. In maturing markets, the primary challenge is directing
PHI toward the financial exposure for patients not yet covered by the public system, including the range
of products and interventions left unreimbursed by the public system. In both cases, the most effective
models share a common feature: they are explicitly designed to address what the public system leaves
exposed, rather than replicating or eroding what it already provides.

Type 1 and 2 economies tend to see public coverage substantially reimburse most health expenditure,
with PHI playing an important role in extending financial protection for the residual costs households
would otherwise bear. In these markets, private insurers may compete for policyholders in part by
offering reimbursement of cost-sharing obligations (e.g. co-payments and deductibles) that the public
system deliberately introduced to encourage appropriate use of healthcare. Where this occurs without
adequate safeguards, it can over time reduce the marginal cost of care at the point of use, contributing
to higher utilization and placing pressure on both public expenditure and the sustainability of the private
insurance market itself.

Type 3 and 4 economies face a very different dynamic. Their public systems provide a baseline of
coverage but leave significant financial exposure for households facing serious or prolonged iliness.
The out-of-pocket burden remains high, particularly for chronic diseases that require long-term care
and treatment. The financial protection gap is the space where PHI can provide the most meaningful
protection, covering what the public system does not.

>y~ Best Practice Principle: To provide the most meaningful financial
fo protection, target the residual gap the public system leaves

AN

The case studies that follow illustrate this principle in action across two distinct contexts. China’s
experience shows what becomes possible when government stewardship creates the enabling
conditions for a new category of financial protection to scale through the private market. Korea’s
experience shows what ongoing stewardship looks like once that market is established, including the
capacity to monitor, evaluate, and recalibrate the framework over time to ensure it continues to serve
its intended purpose.
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CASE STUDY 1:

APEC - China

China’s Basic Medical Insurance system achieved broad population coverage and provided a basic
layer of financial protection; however, middle-income households still faced significant out-of-pocket
burden when confronting serious illness and high-cost care. Recognizing that the commercial market
had not yet developed products capable of addressing that exposure at scale, regulatory authorities
took a series of deliberate steps to create the conditions for innovation. By adapting distribution rules
to permit internet-based sales and maintaining clear and consistent public coverage parameters,
government provided the enabling environment that made a new category of private health insurance
commercially viable. The result led to the creation of high-limit medical products in 2015 offering
coverage of up to one million RMB at premiums within reach of middle-income households.

From then on, million-RMB medical insurance formally took shape as a product category and gradually
became widespread in the market, undergoing continuous iterations and updates. In the same year,
the city of Shenzen also piloted a municipality-led approach to create a new model of insurance that
blended public insurance with private commercial underwriting to expand access to individuals with
pre-existing conditions and others vulnerable to iliness.

The 2015 Shenzhen Critical lllness Supplementary Medical Insurance program became an important
early reference point for the later development and scaling of city-level supplementary health insurance
programs, commonly known as Huiminbao. By 2023, Huiminbao programs had been launched in over
200 cities across China, collectively enrolling hundreds of millions of participants and demonstrating that
affordable supplementary coverage could be delivered at scale through public-private collaboration.
The Huiminbao model thus stands as a defining achievement of China’s health insurance innovation: a
systemic solution that transformed the protection gap from an intractable market failure into a solvable
policy challenge.

CONTEXT

= China’s Basic Medical Insurance (BMI) system provides near-universal population coverage, offering
households a meaningful baseline of financial protection against the costs of illness.

= However, for households facing serious illness, particularly high-cost hospitalization or complex
treatment requiring extended care, the financial exposure above the BMI reimbursement ceiling could
be substantial.

= Prior to 2016, the commercial health insurance products most widely available to middle-income
households were predominantly lump-sum critical illness products that paid a fixed sum on diagnosis,
or standard medical reimbursement products with relatively modest coverage ceilings. Neither offered
the scale of financial protection that serious illness could demand, and neither was priced accessibly
for the mass market.

20



I3
THE MECHANISM

Enabling regulatory framework: The regulatory framework governing insurance distribution was
progressively adapted to permit internet-based sales channels, allowing insurers to reach a mass
consumer base that traditional agency-based distribution could not.

BMI’s stable foundation: The BMI system’s established and consistent coverage parameters provided
a stable foundation on which private insurers could build. The clarity of the public system’s structure
reduced product design uncertainty and made it commercially viable to offer very high coverage limits
at premium prices accessible to middle-income households.

Government direction enabled two distinct innovations that emerged in parallel and converged
to reshape the market: The first was the million medical product, which offered coverage ceilings of
one million RMB at premiums accessible to middle-income households. The second was Shenzhen’s
city-level Huiminbao supplementary-insurance pilot, which introduced a government-coordinated model
with guaranteed enrolment and explicit inclusion of individuals with pre-existing conditions.

Iﬁ
THE PROGRESS ol

1.

The two innovations operated in parallel through the late 2010s before converging around 2020. The
million medical product demonstrated that high-limit financial protection could be delivered commercially
at mass-market price points. The Shenzhen pilot demonstrated that government coordination could
extend that protection to populations the commercial market had not reached.

2. Asthe Shenzhen model scaled into the broader Huiminbao framework, it exerted a pull on the commercial

KEY TAKEAWAY FOR APEC ECONOMIES @

market, influencing how private insurers structured coverage and accelerating a shift toward greater
access.

It was ultimately the convergence of these two tracks, one market-driven and one government-
coordinated, that defined China’s progress in expanding financial protection at scale.

Market-driven and government-coordinated innovation can each unlock financial protection that the other
cannot reach alone. Million medical insurance demonstrated that high-limit financial protection could be
priced for the mass market, but commercial underwriting alone could not extend that protection to those with
pre-existing conditions. Huiminbao demonstrated that government coordination could guarantee enrolment
to the populations the commercial market excluded.
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CASE STUDY 2:

APEC - Korea

China’s example demonstrates what becomes possible when government stewardship creates the
conditions for well-targeted PHI to scale. Korea’s experience illustrates a different but equally important
dimension of stewardship: the capacity to monitor, evaluate, and actively refine a complementary
insurance framework as the market matures, ensuring it continues to serve its intended protective
function over the long term. The two cases together reflect a continuum of government engagement:
from enabling a market to develop around the right gap, to ensuring that a developed market remains
well-calibrated over time.

CONTEXT

Korea’s National Health Insurance System provides near-universal public coverage, with cost-sharing
obligations built into the design.

In 2003, the government permitted supplementary PHI to enter the market with the intent of alleviating
financial burden on households.

As the PHI market grew, private insurers competed by offering increasingly comprehensive
reimbursement of patient cost-sharing obligations, reducing the marginal cost of care to zero.

This contributed to moral hazard and adverse selection issues, culminating in very high per capita
utilization of outpatient health services.

I3
THE MECHANISM

The 4th generation reform: Introduced in 2021 by the Financial Services Commission, reflected the
government’s assessment that the complementary insurance framework could be better calibrated
to ensure cost-sharing obligations fulfilled their intended function of encouraging appropriate use of
healthcare services, while preserving PHI’s financial protection role for meaningful medical costs.

The 5th generation reform: Launched in June 2026, represents an evolution of this approach. By
differentiating coverage terms between severe and non-severe conditions, it maintains a strong financial
protection for serious illness such as cancer while recalibrating cost-sharing for non-severe conditions.
The government has introduced a more nuanced framework that concentrates PHI’s protective function
where the financial burden is the highest.

lﬁ
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1.

Korea’s successive reforms reflect a government actively managing the long-term sustainability of its
complementary insurance architecture.
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2. Each generation of reform reflects the government’s capacity to assess how the PHI market is interacting
with the public system and to make deliberate, targeted adjustments that preserve the protective intent
of complementary insurance while strengthening the overall health financing architecture.

3. The differentiation between severe and non-severe conditions introduced in the 5th generation is a
particularly sophisticated example of this: rather than applying a uniform approach across all types of
care, the framework now concentrates PHI’s financial protection function where clinical and financial
need is greatest.

KEY TAKEAWAY FOR APEC ECONOMIES @

Active government monitoring and willingness to refine the regulatory framework over time are as important
as the initial design of a complementary insurance system. Korea demonstrates that effective PHI
stewardship is an ongoing process, not a one-time policy decision.

China and Korea together illustrate two ends of a stewardship continuum: enabling a market to develop
around the right gap and keeping a developed market well-calibrated over time. Chile’s experience offers a
complementary perspective from a Type 3 economy, showing how a government can establish an explicit
financial protection guarantee that applies across both the public and private systems simultaneously,
without waiting for the private market to mature first.

APEC Example: Chile

Chile’s Garantias Explicitas en Salud (GES) plan illustrates how a government in a
maturing public health system context can establish explicit financial protection guarantees
that apply across both the public and private systems simultaneously. Introduced in 2005,
GES established legally binding guarantees of access, quality, financial protection, and
timeliness® for a defined list of high-burden conditions, including cancer, cardiovascular
disease, and diabetes®!, covering both beneficiaries of the Fondo Nacional de Salud
(FONASA), the economy-wide public health fund, and those enrolled with a private
Institucion de Salud Previsional (ISAPRE) insurer. Private insurers are legally required to
cover all GES-listed conditions and are bound by the same out-of-pocket caps as the public
system, meaning a patient’s financial exposure for a GES condition is limited regardless
of which system they are enrolled in®2. The government, rather than leaving the scope of
financial protection to market design, defined it legislatively and made it enforceable across
the entire system.
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OPPORTUNITY 2:
Giving PHI a defined role in covering innovative
technologies the public system cannot yet fund

Across APEC, public health systems have made substantial progress in expanding the range of
healthcare interventions available to their populations. In many economies, public benefit packages
now cover a broad set of treatments that would have been inaccessible to most patients a generation
ago. The service coverage challenge that remains is not one of failure but of pace: the rate of innovation
in medicines, medical devices, diagnostics, and clinical interventions continues to outrun the capacity
of even well-resourced public systems to assess, negotiate, and fund new technologies in a timeframe
that meets patient needs. The result, across economies at every stage of development, is a defined
gap between what is clinically available and what is publicly funded. This gap differs in character
depending on the maturity of the public system, but that exists in some form in virtually every APEC
economy. PHI is best placed to address this gap when governments give it a clearly defined role
in doing so. PHI also plays a complementary financial protection role that sits alongside its service
coverage function: by absorbing high out-of-pocket costs that public systems do not fully cover, it
shields households from the catastrophic financial burden that serious illness can impose even within a
well-functioning public system. These two functions — extending service access and providing financial
protection — are closely linked, and the most effective models address both.

In Type 3 and Type 4 where public budgets are more constrained, the range of technologies that can
be publicly funded is narrower, and decisions about what to include in the public benefit package are
often driven by fiscal capacity alongside clinical assessment. Where health technology assessment
processes exist, they operate within tighter fiscal limits; where they are still being developed, coverage
decisions rest more directly on what the public budget can sustain. In both contexts, clinically
meaningful technologies that patients need may sit outside public coverage, and the financial burden
falls on individuals.

The nature of this service coverage gap differs across economies depending on the maturity of their
public health systems and the fiscal capacity of their public budgets. In Type 1 and Type 2 economies
with advanced public systems and structured health technology assessment processes, newly
approved technologies may be assessed and found clinically valuable but still not publicly funded,
either because the cost sits above what the health system can absorb at the negotiated price, or
because the assessment concludes that the technology does not meet the cost-effectiveness threshold
required for public reimbursement.

PHI extends access to the broadest range of needed healthcare interventions when it has a clearly
defined role in covering what the public system does not. In economies with advanced public systems,
this means bridging the gap while a public reimbursement decision is pending or stepping in where the
public system has assessed a technology and chosen not to fund it. In economies with less mature
public systems, it means building coverage around a government-curated reference point that gives
private insurers the confidence to offer products beyond the high-income segment. In all three cases,
the most effective models share the same feature: PHI is explicitly directed toward the gap the public
system leaves, rather than operating in ambiguity about what it is permitted to cover.

Within this approach, we discuss three best practice principles that economies can consider, depending
on which archetype they fall under.
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For Type 1 & 2 Economies

Type 1 and 2 economies typically have advanced public systems and structured health technology
assessment processes. Inthese economies, two best practice principles arise from how the assessment
process works in practice.

-n-  Best Practice Principle: Bridging the access gap while
Bﬁ reimbursement decisions are pending

ARMNNNNTRINe

In most health systems, a newly approved technology reaches patients only after the public
reimbursement process concludes, meaning the assessment period itself creates a window during
which patients have no publicly funded route to access a treatment that is regulatory-approved. This is
not a flaw in the assessment process; rigorous evaluation of clinical benefit and cost-effectiveness or
value assessments is essential to sustainable public coverage decisions. The challenge is the access
gap the process creates in the interim.

Some economies have developed design solutions that allow coverage to begin from the point of
regulatory approval while assessment continues in parallel, removing the waiting period entirely.
Where such an approach is in place, PHI can adopt the same logic, extending coverage during the
assessment window rather than waiting for a public reimbursement decision before acting. The key
enabler for PHI is regulatory clarity: where governments confirm that PHI may cover a regulatorily-
approved technology during a pending reimbursement review, insurers have the certainty they need to
design and offer products without ambiguity about what they are permitted to do.

The two case studies that follow illustrate how this principle has been put into practice across two
distinct health system contexts. Germany’s experience shows what becomes possible when the
access decision and the pricing decision are deliberately separated at the point of system design,
ensuring that assessment rigor and patient access are not treated as competing priorities. Japan’s
experience shows how a formally defined evaluation category can give private insurers a clear and
stable reference point around which to build a dedicated product, creating a private access route that
complements rather than disrupts the public system.
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CASE STUDY 3:
Global — Germany

Germany’s experience with the Act on the Reform of the Market for Medicinal Products (AMNOG)
offers one of the clearest examples of how the coverage decision can be separated from the pricing
decision in a way that eliminates the access gap that assessment processes typically create.

Historically, Germany has had one of the fastest access timelines for newly approved medicines of
any major health system, with patients able to access treatments almost immediately after regulatory
approval for safety and efficacy. When Germany established AMNOG in 2011 to undertake health
technology assessments and determine the cost-effectiveness of newly approved interventions, the
design challenge was how to run a rigorous assessment process without making patient access
contingent on its outcome. The response was to guarantee coverage from day one of regulatory
approval and use the assessment to determine the reimbursement price after the fact, ensuring patients
are never without a funded route to a clinically approved medicine while the system works out its value.

CONTEXT

= In most health systems, a newly approved technology reaches patients only after the public
reimbursement process concludes, meaning the assessment period itself creates a window during
which patients have no funded route to access a clinically approved treatment.

= Neither approach serves patients as access is contingent on the reimbursement negotiations.

fox
THE MECHANISM

= Automatic day-one coverage across both public and private systems: Prescription drugs in
Germany are reimbursed immediately after market launch for all patients, whether they hold statutory
or private health insurance, regulatory approval alone triggers coverage and access is not contingent
on the outcome of the benefit assessment.

= A parallel, time-bound assessment process: The Federal Joint Committee conducts an HTA within
six months of market launch, assessing the degree and likelihood of additional clinical benefit of the
new medicine compared to the most appropriate existing treatment, the assessment runs alongside
patient access, not before it.

= Assessment determines price, not eligibility: Once the assessment concludes, reimbursement
price negotiations follow between the National Association of Statutory Health Insurance funds and
the pharmaceutical company.
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1. Because AMNOG is designed so that coverage begins on day one regardless of where the benefit
assessment stands, patients are not left waiting on the system to decide whether they can be treated.

2. This differs from markets where coverage depends on the assessment or price negotiation concluding
first.

3. Between 2017 and 2020, new medicines including orphan drugs and oncology treatments became
available in Germany faster than in almost any other European market, a result of the six-month limit on
the benefit assessment paired with the day-one coverage approach.

KEY TAKEAWAY FOR APEC ECONOMIES @

Separating access from price negotiation is an important design move. It ensures that patients are not
penalized by the time a rigorous assessment process requires, and it gives private insurers a clear and
stable basis on which to mirror coverage without ambiguity.

Where Germany’s approach resolves the access gap by guaranteeing coverage from day one and using
assessment to determine price after the fact, Japan’s Senshin Iryo program illustrates a different but equally
deliberate design response: one in which the government formally defines and publishes a category of
treatments under evaluation, giving private insurers the regulatory clarity they need to build a mainstream
product around that space.
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CASE STUDY 4:

APEC - Japan

Japan’s experience with the Senshin Iryo program showcases how PHI can provide patients with access
to innovative technologies that are undergoing evaluation for the public system’s benefit package.
Japan’s statutory health insurance system covers a broad range of treatments, but newly emerging
technologies seeking statutory coverage may be evaluated under the Senshin Iryo framework, where
safety, efficacy, and outcomes data are reviewed before a decision is made on whether to add them
to the statutory benefit package. By formally defining and publishing this evaluation category, the
government gave private insurers a precise reference point around which to build a dedicated product.
The result is that patients have a funded private route to these advanced technologies through a
mainstream rider, without the public system needing to change its coverage position.

CONTEXT

= Japan achieved universal health coverage in 1961 under its statutory public health insurance system
and provides comprehensive coverage for a defined set of treatments.

= A category of clinically available advanced treatments called Senshin Iryo sit outside the SHI benefit
package.

= Senshin Iryo treatments are officially approved by the Ministry of Health, Labour and Welfare as
advanced treatments but are not yet covered by public insurance.

{3
THE MECHANISM

= A clearly defined public-private boundary: A course of care is either fully covered by SHI or fully
privately funded in Japan. Private insurers had a clear and unambiguous space in which to build
products targeting the Senshin Iryo category.

= The Senshin Iryo specialty rider: An optional rider attached to a standard private medical insurance
policy that covers the full cost of approved advanced treatments that sit outside the coverage provided
by SHI.

Iﬁ
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1. The Senshin Iryo rider is now a standard feature offered by major Japanese insurers including Aflac
Japan, Sony Life, MetLife Japan, and Nippon Life, giving patients a privately funded route to advanced
treatments under evaluation, without requiring any change to the existing SHI framework.
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Where a government formally defines and publishes a category of approved but unfunded treatments, it
creates a precise and stable reference. Senshin Iryo scaled because the government drew that boundary
clearly, named the evaluation category explicitly, and maintained it consistently over time.

Dﬁ Best Practice Principle: Enabling access through PHI that are
regulatory- approved but not publicly reimbursed

Where the public system has assessed a technology and chosen not to reimburse it, usually for cost
rather than clinical reasons, PHI can step in. In some markets, ambiguity in billing rules or insurance
regulations inadvertently blocks private insurers from covering non-reimbursed technologies even
where no policy reason exists to prevent it. Explicitly permitting insurers to offer riders or supplementary
products for these technologies gives patients a funded route to access without requiring the public
system to change its position. Singapore and Korea illustrate two versions of this approach.

APEC Example: Singapore

MediShield Life*, the public insurance scheme focuses coverage on cancer drug treatments
listed on the Cancer Drug List (CDL)*, the government list of treatments assessed as
clinically proven and cost-effective, and thus reimbursable under MediShield Life. Treatments
outside this list can include those medicines that are clinically effective, but where, budget
impact considerations or reimbursement evaluation criteria have not supported inclusion
under the current public framework. Rather than leaving patients without a funded option
for these treatments, regulations allow for an explicit private pathway alongside the CDL.
Insurers can offer “Integrated Shield Plan (Public-PHI coordinated product) non-CDL riders”
which extend coverage beyond the CDL.* With the non-CDL Classification Framework

developed with input from the Chapter of Medical Oncologists, College of Physicians, and
the Singapore Society of Oncology, insurers have a standardized, clinically vetted basis
for what their riders can cover.*® The result is that a treatment outside the CDL still has a
funded private route, alongside the continued evolution of the CDL itself.
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Where Singapore’s approach is built around a dynamic list that evolves over time, Korea’s is built
around a durable structural boundary between what the National Health Insurance (NHI) covers and
what it does not.

APEC Example: Korea

Korea’s National Health Insurance classifies medical interventions into two categories:
covered and non-covered. Treatments fall into the non-covered category because NHI
does not pay for them due to low economic efficiency or the existence of alternative medical
interventions within the covered schedule, rather than because they lack clinical merit.*”
This creates a stable, named category of treatments that sit outside NHI’s reimbursement
schedule. Korea’s supplementary private insurance, known as silbi, was built explicitly
around this boundary, compensating policyholders separately for covered and non-covered
items.38

What makes this design commercially viable is not just the existence of the boundary, but
the consistency with which government has maintained and applied it over time. Because
the non-covered category is clearly defined and does not shift unpredictably, insurers have
been able to build a stable, mainstream product around it rather than treating each non-
covered treatment as a one-off coverage decision.*® The product works precisely because
the boundary it is built around is reliable. This is a direct consequence of deliberate
government stewardship: by maintaining clear and consistent definitions for what falls inside
and outside NHI coverage, Korea created the conditions under which private insurance
could complement the public system in a structured and sustainable way.

The Korea example illustrates a principle that applies across all four approaches: governments are not
just initial enablers of PHI complementarity, but ongoing stewards of it. Definitions must be maintained,
lists must be updated, and regulatory boundaries must be enforced consistently over time. Where
governments allow definitions to drift, permit uncontrolled duplication of public coverage, or fail to
update reference frameworks as the clinical and technological landscape changes, the commercial
viability of complementary PHI erodes. Sustained government stewardship is as important as the
original policy design.
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For Type 3 & 4 Economies

Type 3 and 4 economies typically that do not widely assess or fund innovative technologies. In these
economies, we put forth one best practice principle.

7~ Best Practice Principle: Establishing a government reference point to
guide PHI coverage of innovative technologies

AN

Where public systems have not yet built the capacity to broadly assess and fund innovative technologies,
the challenge is different. Private insurers may be willing to cover certain technologies but without a
government reference point on clinical value and pricing, they cannot confidently design products that
are accessible beyond high-income consumers.

The result has historically been a fragmented private market in which each insurer maintains its
own independent drug or technology list, producing inconsistent coverage across the market and
uncertainty for patients who cannot reliably predict what their plan will cover. This fragmentation also
limits insurer confidence in pricing: without a shared evidence base, the actuarial risk of covering high-
cost innovative technologies is difficult to model, which pushes premiums up and keeps these products
out of reach for middle-income households.

A government-curated reference list may help address fragmentation in supplementary insurance
coverage. By assessing and publishing a defined set of innovative technologies with demonstrated
clinical relevance, such a list can provide private insurers with a common reference point for product
design and pricing, while helping patients better understand which therapies may be considered
for supplementary coverage. The case study below illustrates how China has begun to address
this challenge at scale, through the launch of the Commercial Health Insurance Innovative Drug
List (CIIDL) — a government-curated reference that gives private insurers the clinical and actuarial
foundation they need to build coverage products around high-cost innovative therapies sitting outside
public reimbursement.
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CASE STUDY 5:

APEC - China

Before the Commercial Health Insurance Innovative Drug List (CIIDL) was introduced, commercial
insurers in China developing products to cover innovative therapies had no shared standard to work
from. Each insurer maintained its own drug list independently, producing a fragmented market with
inconsistent coverage and limited actuarial confidence in pricing high-cost treatments.*® The CIIDL,
launched in December 2025, changed this by giving the private market something it could not generate
on its own: a government-assessed, evidence-based list of high-value innovative therapies sitting
outside public reimbursement, against which insurers could confidently design and price supplementary
products.*'

Before the CIIDL was introduced, commercial insurers in China generally developed drug lists
independently when designing products covering innovative therapies. This contributed to variation
in coverage across products and may have limited insurers’ ability to price high-cost treatments
consistently. The CIIDL, launched in December 2025, sought to address this gap by providing a
government-assessed, evidence-based supplementary list of innovative drugs for commercial
insurance that sits outside basic medical insurance reimbursement.*? The list may serve as a reference
for insurers developing supplementary health insurance products.

CONTEXT

= China’s National Reimbursement Drug List (NRDL) is a government-managed catalogue of medicines
covered by the public health insurance system.

= Certain high-cost breakthrough therapies with strong clinical value sit outside its scope and without a
shared government reference point for this category.

= This produced inconsistent coverage across the private market and uncertainty for patients seeking
access to these treatments.

THE MECHANISM

= Launch of the Commercial Insurance Innovative Drug List (CIIDL): In December 2025, China
launched CIIDL to recommend high value, high-cost innovative drugs for commercial coverage. The
CIIDL review process adopts a confidential negotiation mechanism with final prices undisclosed to
avoid their use as global reference prices abroad.

= The relationship between public reimbursement list and CIIDL is sequential: Drugs recommended
for inclusion into both NRDL and CIIDL inclusion undergo NRDL negotiations first. If unsuccessful,
these drugs move towards CIIDL review.

= The list is non-binding but functions as a government-endorsed clinical and commercial signal:
While non-binding, the CIIDL serves as a standardized evidence-driven list to help insurers assess
the clinical value of high-value drugs and enable better design of specialized insurance products for
specialty medicine.
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1. The first CIIDL review process listed only 19 of 121 therapies (13.5%) targeting specific, high-need
areas such as oncology, Alzheimer’s and rare diseases. This implies that CIIDL applies a stringent
evidence review process.

2. As of January 2026, the CIIDL drugs have been made available across 965 designated medical
institutions and retail pharmacies.

3. A few city-level Huiminbao have adopted all therapies on CIIDL, including Xinjiang and Shenzhen,
among others, and many more Huiminbao have adopted part of the therapies on CIIDL.

KEY TAKEAWAY FOR APEC ECONOMIES @

= Agovernment-curated reference list of clinically assessed innovative technologies gives private insurers
the actuarial and product design confidence to extend coverage beyond the high-income segment,
without committing public reimbursement funds to the technologies on the list.

= The sequential design between the NRDL and the CIIDL creates a natural and dynamic link between
the public and private systems: as the public floor expands over time, the private coverage layer adjusts
around it organically.
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OPPORTUNITY 3:
Improving Population Coverage

Across APEC, most economies have made meaningful strides in population coverage,
extending financial protection to large shares of their populations through ambitious schemes to
expand health coverage to all, according to their domestic contexts and priorities. Landmark
programs such as Indonesia’s JKN; Thailand's UHC scheme; and Viet Nam’s BHYT have
dramatically expanded the reach of public health systems, and many APEC economies now report
high nominal coverage rates.

Private health insurance, in principle, could help bridge this gap. But the reality across most APEC
markets is that PHI has historically developed as a product for higher-income, formally employed,
urban populations. Moreover, private insurers operating under commercial principles will
gravitate toward lower-risk, higher-income consumers.

This dynamic creates a risk as governments increasingly turn to PHI as a deliberate policy
instrument. As PHI gains in popularity and governments seek to use it as a complement to
economy-wide and public schemes, its expansion can further exacerbate unequal layers of coverage
i.e. protecting those who can afford comprehensive plans while leaving lower-income households,
people with pre-existing conditions, and remote or rural populations further behind.

7~ Best Practice Principle: Extend coverage to underserved groups
Bﬁ by means of community rating, risk equalization, and income-tested
subsidies

AN

PHI can extend coverage to underserved groups, but only if the market is structured to reach them.
The policy task is to create conditions, through regulation, incentives, and product standards, that
make PHI accessible and meaningful for a broader population.

A fair PHI market depends on charging all consumers the same premium regardless of health status.
That principle only holds up when three elements are in place together:

a. Community ratings set equal premiums;
b. Risk equalization across insurers removes the incentive to attract only healthier members;

c. Income-tested subsidies keep the system accessible for lower-income households.

Each element depends on the others. Introducing one without the rest creates imbalances that
undermine the original goal.

This interdependence is critical. Community rating alone, without risk equalization, creates strong
incentives for insurers to compete for healthier members and avoid sicker ones. Risk equalization,
without income support, leaves the system inaccessible for lower-income households who cannot
afford community-rated premiums. Income subsidies, without community rating, can simply fund
a premium structure that continues to disadvantage those who need coverage most. The three
mechanisms are most effective when they are designed and administered together as components of
a single integrated system.
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Beyond the structural mechanics of the market, there is a further dimension of coverage that PHI
oversight must address: the treatment of people with pre-existing conditions. In many APEC markets,
exclusions for pre-existing conditions are common features of PHI product design. It is a rational
response for individual insurers managing risk, but a serious concern at the system level. Governments
that have moved furthest on population coverage have generally addressed this directly, either by
prohibiting exclusions altogether or by requiring that any exclusions are time-limited and transparently
disclosed.

This paper did not discern archetype-specific patterns in the approach to fair coverage protection.
Rather, what appears to matter more than archetype is the degree to which a government has the
regulatory capacity to design and enforce the interconnected mechanisms to make PHI fairer.

The two case studies that follow illustrate this interdependence from two different directions.
Australia’s experience shows what happens when community rating is introduced without the full
supporting architecture in place, and what was required to correct it. The Netherlands illustrates what
a fully integrated three-part mechanism looks like when all components are designed and enacted
simultaneously from the outset.

35



CASE STUDY 6:

APEC - Australia

Australia’s approach to private health insurance was designed primarily around higher-income earners,
for whom private cover was either mandated or strongly incentivized through financial penalties.
Because the scheme was not a universal requirement, income subsidies were not a central feature of
the original design. Those below a given income threshold were not compelled to participate and were
therefore not exposed to affordability risk in the same way.

However, the market still faced the problem of commercially-driven risk selection, with insurers
gravitating toward younger, healthier enrollees. To address this, Australia introduced community rating,
under which individuals pay the same premium for the same product regardless of age or health status.
While community rating removed the ability of insurers to price by risk, it created a different challenge:
younger and healthier people facing standard adult premiums with limited immediate benefit had a
financial incentive to delay or drop coverage, while older and sicker individuals had every reason to
enroll.

To sustain community rating while keeping the risk pool viable, Australia relies on a three-pronged
strategy:

1. The Medicare Levy Surcharge requires higher-income individuals without private hospital
cover to pay an additional 1% to 1.5% levy on top of the standard 2% Medicare Levy, enforced
automatically through the annual tax assessment.

2. The Lifetime Health Cover loading, introduced in 2000 imposes a 2% premium surcharge for
each year a person delays taking out hospital cover beyond age 30, which is removed after
10 consecutive years of continuous cover.

3. The Risk Equalization Special Account (RESA) operates as a cross-insurer risk pooling
mechanism, redistributing high-cost hospital claims across all registered health insurers and
removing the financial incentive for insurers to compete by attracting younger and healthier
members at the expense of those with greater clinical need.

CONTEXT

= Australia’s private hospital insurance market operates on a community-rating principle: every person
pays the same premium for the same product regardless of their age or health status. This design
ensures that older and sicker members are not priced out.

= However, younger and healthier people, who are unlikely to claim in the near term, face full adult
premiums with limited immediate benefit and have a financial incentive to delay joining until they are
older or unwell.
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By the late 1990s, younger members were leaving or declining to join, and the remaining pool became
older and sicker on average. Claims rose, premiums increased to cover the higher claims.

Hospital cover participation fell from approximately 50% in 1984 to 30% by 1998. Premium growth was

outpacing general inflation, meaning the real cost of cover was rising even before the age-profile effect
was fully priced in.

73
THE MECHANISM

Atax surcharge on high-income earners who do not hold PHI: The Medicare Levy Surcharge (MLS),
first introduced in 1997, requires high-income individuals without hospital cover to pay an additional
1-1.5% levy on top of the standard 2% Medicare Levy. The MLS operates through the Australian
Taxation Office’s annual income assessment, making enforcement administratively automatic.

A premium loading: The Lifetime Health Cover (LHC) loading imposes a 2% premium surcharge for
each year a person delays taking out hospital cover beyond the age of 30. Once an individual has held
hospital cover for 10 consecutive years, the loading is removed.

A cross-insurer risk pooling mechanism that removes the incentive for insurers to compete
by attracting younger and healthier members: Administered through the Risk Equalisation Special
Account (RESA), pools high-cost hospital claims, specifically for older/high-risk insurers, across all
registered health insurers.

lﬁ
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1.

KEY TAKEAWAY FOR APEC ECONOMIES @

Following the introduction of LHC loading in July 2000, private hospital cover participation recovered
sharply from approximately 31% of the population in 1999 to around 45.3% by 2003.

. Risk equalisation functioned as the structural backstop that allowed community rating to continue. By

pooling high-cost claims centrally, it removed the incentive for insurers to design products or marketing
strategies oriented toward attracting younger, healthier members.

Community rating alone will not hold a voluntary market together. Without enroliment incentives (like LHC
and MLS) to prevent healthy people from opting out, premiums rise, the pool ages, and the spiral becomes
very hard to reverse. The incentives must be introduced alongside community rating, not added later.
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CASE STUDY 7:

Global — Netherlands

When the Netherlands made health insurance mandatory in 2006, it also had to create three policy
mechanisms to prevent risk selection, unaffordable premiums, and an uneven playing field among
insurers. The challenge was that mandatory competitive insurance, without additional safeguards,
created an incentive for insurers to attract only healthy enrollees, left lower-income households facing
a premium set for the whole population regardless of their ability to pay, and structurally disadvantaged
insurers covering disproportionately sick populations, rewarding demographic luck rather than
efficiency or quality.

The Dutch response addressed all three problems simultaneously. All insurers were required to accept
any person seeking basic health insurance and were prohibited from differentiating premiums by health
risk or individual characteristics. Insurers with disproportionately sick populations were compensated
from a central health insurance fund through a cross-insurer risk compensation mechanism. Lower-
and middle-income households received a statutory means-tested subsidy paid directly to them to
offset the cost of compulsory insurance.

CONTEXT

= The Netherlands introduced mandatory competitive health insurance under the Health Insurance Act in
2006, requiring every resident to purchase a standard benefit package.

= Due to this, insurers had an incentive to attract only healthy enrollees.

= Low-income households faced a premium set for the whole population regardless of ability to pay,
and without compensation, insurers treating disproportionately sick populations were structurally
disadvantaged relative to competitors.

= Without a mechanism to compensate for this, the competitive market advantages insurers for
demographic luck rather than for efficiency or quality.

THE MECHANISM

= Community rating and a guaranteed acceptance obligation: All health insurers must accept
any person who wishes to take out basic health insurance, and the premium charged may not be
differentiated by health risk or individual characteristics. The same benefit package is available to all
enrollees at a community-rated premium.

= A cross-insurer risk compensation mechanism: Because insurers must accept all applicants at the
same premium, those who attract a disproportionately sick population are compensated from a central
health insurance fund.

= A government paid income-tested subsidy: A statutory means-tested allowance paid directly by the
government to lower- and middle-income households to offset the cost of compulsory health insurance.
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1. The Netherlands has maintained universal enrollment in a mandatory competitive health insurance
market since 2006 — a market in which all residents hold coverage, all insurers accept all applicants,
and competition operates on quality and premium efficiency rather than on risk selection.

2. Community rating ensures no one is priced out by health status, risk equalization removes the financial
incentive for insurers to avoid high-cost enrollees, and the income-tested subsidy ensures the mandatory
premium is affordable for lower-income households.

KEY TAKEAWAY FOR APEC ECONOMIES @

No single instrument solves the problem; the architecture only works when all three are enacted together
and calibrated against each other. The Netherlands illustrates the interdependence of the three core
instruments.
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SECTION

How Governments can Create

The Conditions for PHI to Work
Effectively



The previous section examined the specific enhancements PHI can make to domestic health programs
and UHC schemes, across population coverage, service coverage, and financial protection. Meanwhile,
this section focuses on examining the specific approaches and conditions of making the public
health system and the PHI market function together in practice.

Alignment in principle and goals between a public health system and a PHI market does not guarantee
that they work well together. Several factors shape how effectively the two systems integrate,
including the strength of the regulatory environment, the incentives facing both healthcare providers
and insurers, fiscal constraints, and political will. Across APEC economies, three conditions emerge
most consistently as the strongest determinants of whether PHI and the public health system truly
complement each other or simply coexist:

e A clearly defined boundary between the public health system and PHI, which allows insur-
ers to design PHI products and consumers to understand what they are buying or why;

e Consumer trust, because even well-designed products fail to achieve meaningful uptake if
the population they are meant to serve does not understand or believe in them;

e Data and digital infrastructure to improve efficiency and coordination, enabling both the
public system and the PHI market to work together and adapt as the health system evolves.

These three conditions for successful public-PHI alignment appear across all four archetypes. Thus,
this section sets out three interconnected approaches to meeting these conditions, each grounded in
best practice principles.

The case studies draw on APEC economies and comparable markets globally and provide best
practice examples for economies at every stage of the journey.

APPROACH 1:
Incentivize the development of PHI products to
be complementary to the public health system

In many economies, PHI already operates across a broad spectrum, from supplemental cover that sits
directly above what the public system provides, to products that offer faster access, greater choice, or
coverage for healthcare interventions outside public provision.

Governments can create conditions to incentivize the development of PHI products to work more
deliberately alongside the public layer, filling gaps and reducing out-of-pocket costs. A clearly defined
public coverage baseline is what makes this possible. Defining that boundary does not require
restructuring the entire PHI market or crowding out the broader range of PHI offerings already in it.

Under Approach 1, we highlight two best practice principles. The first addresses the legal and regulatory
conditions that need to be in place for complementary PHI to function. The second addresses how
to make this work in practice, covering where PHI sits alongside the public system and how the two
interact at the point of care.
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- Best Practice Principle: Strengthen the legal and regulatory
[ ; framework for PHI to function as a complement to the public health
system

PHI complementarity requires a regulatory environment deliberately structured to enable the public
health and PHI systems to work together: one where insurance regulators and health ministries are
aligned, insurers understand what a complementary role looks like in practice and what is expected of
them, and the right incentives exist for the PHI industry to move in that direction.

Type 1 and Type 2 economies such as Australia; Japan; Korea; and Chinese Taipei offer a reference
point for what a well-established regulatory foundation looks like in practice. In each of these economies,
sustained dialogue between health and insurance regulators has produced frameworks in which PHI
products are explicitly designed in relation to the public benefit package, and where the roles of each
system are well understood by industry, government, and consumers. Even so, these economies
continue to refine and adapt their frameworks as their markets and public health systems evolve.

For Type 3 and Type 4 economies where PHI markets are still developing, such as Indonesia; Peru;
Viet Nam; there is active momentum toward building that same cooperative foundation. These
economies are at different stages of building that dialogue, recognizing that insurance regulators and
health ministries cannot operate independently if PHI is to play a meaningful role alongside the public
system. The priority in these markets is about ensuring that the rules are structured with the public-
private relationship in mind.

APEC Example: Viet Nam

The adoption of Resolution 72 in Viet Nam illustrates how policy dialogue between health
and regulatory authorities can translate into legislative reform. Resolution 72, adopted
in 2023, set out the Communist Party’s orientation for healthcare reform, including a
commitment to expanding health insurance coverage and improving the sustainability

of the public health insurance fund.®® That policy direction has since been carried into
amendments to Viet Nam’s Law on Health Insurance in 2025, which seeks to broaden the
benefit package, tighten the rules around reimbursement, and clarify the boundary between
what the public scheme covers and where complementary coverage begins. The reforms
reflect a deliberate effort to use legislative change to give PHI a more defined and stable
role alongside the public system.
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APEC Example: Indonesia

Indonesia illustrates how a regulator can move from supervisor to active shaper of the PHI
and public health system relationship through formal rulemaking. Otoritas Jasa Keuangan
(OJK), the Financial Services Authority, has progressively refined how PHI relates to
Jaminan Kesehatan Nasional (JKN), the domestic public health insurance scheme, since
2014 #. Coordination of benefits (COB) between PHI and JKN was first introduced as a
principle in 2016, but uptake remained limited without mandatory enforcement. POJK No.
36/2025 addressed this directly, making COB mandatory across all products, introducing an
optional co-payment capped at 5%, and requiring insurers to establish a Medical Advisory
Board for service-quality oversight 5. As a result, PHI products in Indonesia are increasingly
structured to cover what JKN does not, including higher ward classes, interventions outside
the JKN benefit package, and patient cost-sharing obligations, rather than duplicating
existing public coverage. OJK’s ongoing task is to keep these rules workable as the market
matures, which depends on continued coordination with the health ministry as JKN itself
evolves.

APEC Example: Peru

Peru’s Entidades Prestadoras de Salud (EPS) system illustrates how a government can
create a formal regulatory bridge between the public contributory system and private
health providers without restructuring either. Under the EPS framework, employers and
employees can redirect a portion of their Seguro Social de Salud (EsSalud) social insurance
contribution to a regulated private health provider, giving them access to private facilities
and enhanced interventions while remaining connected to the public contributory system.*®
The mechanism is deliberately government-regulated, whereby EPS providers must be
licensed, are subject to minimum service standards, and the contribution redirect is capped
to ensure the public system retains adequate funding.

Drawing from these examples, the key takeaway is that regulatory work requires sustained engagement
between the institutions responsible for public health and those responsible for insurance supervision,
a shared understanding of what PHI is meant to do within the health system, and a willingness to revisit
standards as the market evolves.

Getting insurance regulators and health ministries to work together is the first step. The second is
aligning what the public health system actually covers, because that is what gives PHI a clear and
stable role to build from.

... Best Practice Principle: Define the public health coverage baseline,
position PHI as the supplemental layer, and set the coordination rules
so that the system works in practice.
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A well-defined public coverage baseline is the foundation on which a supplemental PHI market can
develop coherently. Where a government funds a defined benefit package, the terms of that package,
namely what is covered, at what level, for whom, and with what cost-sharing obligations, need to
be stated with enough precision that insurers designing supplemental products can build around it
and consumers can understand where public coverage ends and complementary coverage begins.
Without that clarity, PHI products designed to sit alongside the public system tend to develop in ways
that are inconsistent, difficult to compare, or poorly understood by the people they are meant to serve.
Where that clarity exists, the segment of the PHI market intended to complement public coverage can
be designed and regulated as a coherent layer above it, with each part of the system doing a defined
job.

APEC Example: Korea

Korea’s National Health Insurance (NHI) system illustrates how a clearly defined public
benefit package creates the conditions for a well-functioning supplemental PHI market.
The NHI benefit package is explicitly structured, with co-payment rates set by service type
and care setting, providing a stable and well-understood foundation for both insurers and

consumers.*” Where the public system leaves space, including co-payments and certain
non-covered interventions, the PHI market has developed products that fill those gaps
directly.*® The most widely held of these, known as Silsohn insurance, was standardized by
the Financial Services Commission and has since been actively refined by government to
ensure it remains aligned with public health system goals.

Clarity on the public health coverage baseline is necessary but not sufficient on its own. Setting claims
coordination rules, specifying how costs are shared between the public system and the supplemental
PHI layer, and how disputes between the two are resolved, gives insurers actuarial confidence to
design and price products that truly work alongside public coverage.

Global Example: France

France illustrates what functional coordination looks like in practice. Under France’s two-
layer system, the statutory insurer, L’Assurance Maladie, processes its share of each claim
first, then automatically transmits the residual patient liability to the complementary insurer
through NOEMIE, the Norme Ouverte d’Echanges entre la Maladie et les Intervenants

Extérieurs, a standardized electronic data exchange system. complementary insurer knows
exactly what remains to be covered without the patient having to navigate between the
two systems.*®*® The Contrat Responsable framework reinforces this further by setting
minimum and maximum coverage standards for complementary products, ensuring they
are designed in direct relation to what L’Assurance Maladie covers.®' That administrative
clarity is what allows the two-layer system to work at scale.
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For many economies, the challenge is not defining the boundary between public and private coverage
but making it work in practice. Claims handling, cost-sharing arrangements, and dispute resolution
mechanisms are features that help transform a well-designed framework on paper into a system that
consumers, providers, and insurers can rely on.

The experiences of Singapore and China illustrate both elements in practice. Together, they show
how a clearly defined public baseline and deliberate coordination rules create the conditions for a
supplemental PHI market that is coherent and functional at the point of care.
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CASE STUDY 8:

APEC - Singapore

Singapore’s experience with Integrated Shield Plans illustrates what becomes possible when the public
coverage baseline is defined with enough precision to anchor the private market around it. Before
2005, private health insurance in Singapore duplicated MediShield coverage rather than building on it,
and the absence of a defined payer sequence left policyholders navigating claims across two separate
systems. The Ministry of Health responded by introducing the Integrated Shield Plan framework,
formally combining MediShield Life as the mandatory public base with a private supplemental layer in
a single integrated product. MediShield Life pays first; the private insurer covers the residual above
the public floor and serves as the single administrator of both layers. The result is a supplemental PHI
market that is coherent, well-penetrated, and workable at the point of care, built directly on the clarity
of the public coverage baseline beneath it.

CONTEXT

= Before 2005, private health insurance products in Singapore frequently duplicated coverage already
provided by the public health insurance scheme, MediShield, rather than building on top of it.

= Without a defined payer sequence, policyholders had to submit claims separately to their private insurer
and to the public statutory board.

= There was no formal boundary defining where the public system ended and where private insurance
was designed to begin, making product design difficult for insurers and confusing for consumers.

THE MECHANISM

= Combining the public and private layers into a single integrated product: In 2005, the government
introduced the Integrated Shield Plan (IP) framework, which combined the MediShield Life layer with
the private insurer’s coverage into a single product that has no duplicate coverage.

= The public system pays its share first: MediShield Life pays its portion of the eligible bill first, and the
private supplemental layer takes effect on the residual.

= The private insurer serves as the single administrator of both layers: The private insurer handles
the full claims process on behalf of the policyholder across both the public and private components,
removing the administrative burden from the consumer entirely.
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1. The framework successfully eliminated the fragmented, duplicative private market, with insurers now
designing products explicitly around the public floor.

2. Private health insurance penetration expanded to cover approximately 71% of Singapore residents,
one of the highest rates in the Asia-Pacific region.

3. As the market matured, the Ministry of Health introduced mandatory co-payment requirements for
Integrated Shield Plan riders in 2018 to address overutilisation, demonstrating the framework’s capacity
to evolve alongside the market.

KEY TAKEAWAY FOR APEC ECONOMIES @

= The Singapore Integrated Shield Plan model is most replicable in economies that already have a public
health insurance scheme with a defined benefit package.

= The immediate priority is formalizing the boundary between the public and private layers and building
payer sequencing rules into the framework before the private market scales further.
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CASE STUDY 9:

APEC - China

China’s experience with Huiminbao illustrates what becomes possible when government takes an
active role in designing a supplemental insurance model that sits directly and deliberately above the
public coverage baseline. China’s Basic Medical Insurance (BMI) scheme is one of the largest public
health coverage programs in the world, providing broad population-level protection. To extend that
protection further, particularly for high-cost treatments, advanced medications, and expenses above
reimbursement ceilings, the government identified an opportunity to bring supplemental PHI into direct
alignment with the public floor.

CONTEXT

China’s Basic Medical Insurance (BMI) scheme is one of the largest public health coverage programs in
the world, providing broad population-level protection across urban and rural populations.

As the scheme matured, the government identified an opportunity to extend that protection further,
particularly for high-cost treatments and expenses above BMI reimbursement ceilings.

Existing commercial health insurance products had developed largely independently of BMI, creating
an opportunity to build a supplemental layer explicitly anchored to the public baseline and designed to
work alongside it.

THE MECHANISM

Anchoring the supplemental layer directly to the public baseline: Local governments, working
alongside the National Healthcare Security Administration (NHSA) and insurance regulators, designed
Huiminbao products with BMI as the explicit foundation, ensuring the supplemental layer was built in
direct relation to what the public system already covered.

The public system pays its share first: BMI reimburses first, and Huiminbao covers eligible out-of-
pocket expenses above a defined threshold, including high-cost drugs on government-approved lists
and catastrophic expenditure above the BMI reimbursement ceiling.

Affordability built into the model from the outset: Products were priced at low premiums, typically
in the range of RMB 59 to RMB 100 per year depending on the city, with community-rated pricing and
open enrollment periods to support broad participation across income groups.

Joint regulatory oversight to maintain alignment: Insurance regulators and local health authorities

worked together to set product parameters, ensuring Huiminbao products remained aligned with public
health system goals as the model scaled.
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1. Huiminbao grew from about 40 million participants in 2020 to over 300 million by late 2023, spreading
to more than 158 cities across 21 provinces, making it one of the fastest-scaling supplemental health
insurance models in the region.

2. Regulators responded to early strains with a 2024 reform requiring Huiminbao to remain voluntary and
barring local authorities from bundling it with basic medical insurance, while pushing insurers toward
longer-term, adjustable-premium products instead of one-year policies.

3. Since December 2025, Huiminbao has also begun covering high-cost “Category C” drugs under the
new Commercial Health Insurance Innovative Drug List, with cities like Shenzhen and Shantou already
adopting full coverage, extending the model from cost-sharing into financing access to innovative
therapies.

KEY TAKEAWAY FOR APEC ECONOMIES @

Huiminbao demonstrates that active government involvement in structuring the supplemental layer, rather
than leaving it to develop organically, can produce a PHI market that is coherent, affordable, and aligned
with public health goals.

When building or strengthening the supplemental layer, there is value in involving health ministries and
insurance regulators jointly in product design from the outset.

Where feasible, affordability and simplicity should be built into the supplemental layer deliberately, ensuring
that the benefits of private coverage can extend across income groups rather than remaining accessible
only to higher-income households.

49



APPROACH 2:
Build Consumer Trust and Make Private Health
Insurance Understandable to the Consumer

The previous approach sets out the regulatory and coverage framework that gives PHI a clearly defined
role alongside the public health system. Yet a well-structured framework only delivers if consumers
understand what PHI is and trust it enough to act. In many APEC economies, insurance literacy is still
developing, awareness of PHI products varies, and consumers may not always see how PHI connects
to the public coverage they already have. Even where products are well-structured and reasonably
priced, uptake often reflects how well the system has been explained rather than how well it has been
designed.

This section sets out four best practice principles to help economies build consumer understanding
and trust in PHI: (a) building foundational insurance literacy so consumers understand what they are
buying; (b) standardizing products and disclosure requirements so that products can be meaningfully
compared; (c) designing PHI products and any changes to the public-private boundary with built-
in protections for vulnerable groups; and (d) communicating changes clearly and in advance of
implementation.

)~ Best Practice Principle: Build insurance literacy through trusted
Bﬁ community and authoritative channels

ARMNNNNTRINe

Insurance literacy is a precondition for effective consumer engagement with PHI across all APEC
economies. In Type 3 and 4 economies where PHI is developing, the foundational concept of private
insurance (i.e. what it is, how it relates to public coverage, and why it matters) must be established
before any product-specific communication can be effective. While insurance uptake may be high
in Type 1 and 2 economies with established PHI markets, the population will still benefit from clear
language explanations on core concepts such as premiums, deductibles, and coverage limits while
communicating any major change that involves their public and private insurance coverage.

In economies where PHI penetration is low, establishing insurance literacy through trusted community
and authoritative channels will help guide people toward products suited to their circumstances. Two
types of channels work well together. Community-based channels, involving community health workers,
and civil society organizations, local public officials, who are embedded in the communities can reach
populations that formal or centralized communication often misses. In contrast, authoritative channels
draw on regulators, government agencies, and public health bodies whose endorsement gives the
message credibility and signals that PHI is part of a broader system people can rely on.
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APEC Example: Thailand

In Thailand, the introduction of the Universal Coverage Scheme in 2001 was accompanied
by an awareness and education campaign.®® Despite near-universal enrollment, many
registered members did not know how to access affiliated facilities or understand what
benefits they could claim, with the gap widest in rural, low-literacy, and geographically
dispersed communities. The Ministry of Public Health responded by deploying “Village

Health Volunteers” to facilitate access to primary healthcare and the Universal Coverage
Scheme to rural households. Over one million volunteers are now deployed across
provinces, each responsible for a cluster of roughly ten households, enabling community-
level health communication and enrollment facilitation. Volunteers also provide assisted
digital navigation for elderly and low-digital-literacy residents, helping them use the Thang
Rath health interventions platform to find Universal Coverage Scheme-affiliated facilities.5®

The same model can be applied to building awareness and literacy on private health insurance coverage
that support health system goals. Where people do not yet understand what insurance is or why it
matters, community intermediaries can build that baseline before any PHI-specific communication
begins.

Authoritative channels, either from the government or expert groups, provide credibility and consistency
of message. The two are most effective in combination where authoritative bodies set the message
and community channels disseminate, both reach and trust can be maximized.

APEC Example: Malaysia

Malaysia’s introduction of the voluntary base Medical and Health Insurance and Takaful
(MHIT) plan illustrates how official channels can be used to communicate a significant
private health insurance development clearly to the public. Bank Negara Malaysia used its
regulatory platform, official policy publications, and coordinated industry communication to

explain what the base MHIT plan was, who it was designed for, what it covered, and how it
sat alongside existing public healthcare provision.>* By anchoring the public communication
in a clearly defined regulatory product and delivering it through authoritative channels, the
message carried a credibility and reach that a market-led announcement would not have
achieved.
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Building literacy creates the foundation for consumer engagement, but engagement is only
meaningful if the products consumers encounter are clear, comparable, and transparent.

... Best Practice Principle: Set minimum benefit standards and clear
E@ disclosure requirements so consumers can understand, compare,
and trust PHI products

To build consumer confidence and trust in PHI products that support health system goals, two
conditions need to be in place. The first is establishing a consistent baseline across products through
minimum benefit requirements. The second is ensuring that information about those products reaches
consumers in standardized terms, clearly presented, and at the right time.

Setting a Consistent Product Baseline and Minimum Standards

Without consistent PHI standards, consumers can face difficulty in choosing the right insurance
product for them. Products can vary widely in what they cover and what they exclude. Minimum benefit
requirements can build clarity and confidence by establishing a floor that every product must meet,
ensuring that when a consumer compares two products, they are comparing like with like rather than
trying to decode fundamentally different structures.

APEC Example: Australia

Australia’s tiered product classification system, introduced in 2019, offers a useful example
of how this can be structured. The reform organized private health insurance products into
four standardized tiers: Gold, Silver, Bronze, and Basic.*® Each tier defines the minimum

clinical categories a product must cover to carry that label. Insurers retain flexibility in how
they design within each tier, but the framework gives consumers a clear and consistent
basis for comparison across an otherwise fragmented market. The government’s role was
to set the framework and let the market operate within it, steering product design through
standards rather than through case-by-case approval.
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Ensuring Clear PHI Product Disclosure at the Point of Purchase

Meeting a minimum standard, however, is not enough on its own. Even well-designed products fail to
build consumer confidence if they are not disclosed in a clear and consistent way. When disclosure
varies across providers or is difficult to interpret, consumers are left without a reliable basis for
comparison.

Global Example: Ireland

Ireland’s experience illustrates this point. Despite over 2.55 million people holding private
health insurance, only 4% of policyholders switched providers in 2025, even against a
backdrop of significant premium increases, pointing to a market where complexity rather
than lack of choice is the barrier to informed decision-making.%® In response, Ireland’s
Health Insurance Authority launched a government-operated comparison tool covering all
registered plans in the market, helping consumers identify plans suited to their health needs
and budget and surfacing upcoming price and benefit changes.%” The tool’s effectiveness,
however, depends entirely on the mandatory standardized disclosure obligation that sits
beneath it. Without that foundation, a comparison platform has nothing consistent to
compare.

Mandatory standardized definitions, applied uniformly across all licensed insurers and backed by a
binding regulatory instrument rather than a voluntary industry code, determine whether disclosure
obligations are met systematically or selectively. Where a statutory regulator has explicit authority over
insurance product registration and consumer information, it can raise the baseline of transparency
across the market and create the conditions for consumers to make genuinely informed choices.

Product standards and disclosure requirements create the conditions for informed choice. But trust
built through clarity can quickly be undermined if changes to PHI products or the broader public-private
boundary are not designed with consumers in mind from the outset.
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-n-  Best Practice Principle: Sustain consumer trust through intentional
design of public-PHI coordinated products

AN

Whenever coverage boundaries shift, cost-sharing arrangements change, new products replace
existing ones, or the relationship between the public system and PHI is recalibrated, designing that
change intentionally is essential, regardless of whether the change is framed as a reform, a product
update, or a structural adjustment. Compensating benefits and protections for vulnerable groups need
to be considered before any public announcement, not added afterward in response to criticism.

Typically, in Type 1 and Type 2 markets, changes often aim to manage medical inflation, improve
sustainability, or recalibrate what the public and private layers each cover. The design challenge is
about managing change within a public-PHI framework that people already rely on. Where cost-sharing
increases, a proportionate compensating benefit should be built into the design from the outset. Visible
protections for vulnerable and lower-income groups should not be an afterthought but a precondition
for the change holding over time.

In Type 3 and Type 4 economies, the design challenge is often foundational, such as establishing
coordination of benefits rules, defining the relationship between PHI and the public scheme, or
introducing mandatory product standards for the first time. As consumers may have limited familiarity
with PHI, changes that impose new obligations without clear compensating benefits risk undermining
trust before it has had a chance to develop.

Across all economies, a phased transition tends to be helpful. Applying changes to new policyholders
first, or allowing a defined transition period for existing ones, gives people time to adjust and reduces
the sense that something has simply been taken away.

Intentional design ensures that when changes occur, consumers are not left worse off. But
even the best-designed change can erode trust if consumers are not given adequate notice and
a clear explanation of what is changing and why.

-7~ Best Practice Principle: Communicate public-PHI product related
Uﬁ changes clearly before they take effect

AANNNNNNANNANN

This principle applies across all APEC economies at every stage of health systems and PHI market
maturity, though what it requires in practice differs by context. The common thread is that communication
needs to happen before changes take effect and must be clear enough for people to understand not
just what is changing but why.

In more established PHI markets, consumers already have a working understanding of what PHI
is and how it functions alongside the public system. Even so, well-designed changes can face
significant resistance when people do not understand what is happening or why. Clear, plain-language
communication before implementation, i.e. what is changing and what people stand to gain, reduces
friction and builds public buy-in. The message needs to reach people across different literacy levels
and through different channels, including those with limited digital access.
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In economies where PHI markets are still developing, the communication task starts earlier and is
more extensive. Before people can understand what, a specific change means for them, they need a
foundational understanding of what PHI is, why it exists alongside the public system, and what it can
do for them that the public system does not. In these markets, building insurance literacy is itself part
of the broader agenda, and it is a precondition for any more specific communication about product
changes or new requirements to land effectively.

The two case studies that follow illustrate what clear, well-sequenced communication looks like
in practice. The Netherlands example shows how coordinated structural disclosure can create an
active and engaged consumer market, while the Singapore example shows how reform design and
communication can convert a complex and potentially contentious change into one that the public
accepts.
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CASE STUDY 10:

Global — Netherlands

The Netherlands illustrates what well-timed, coordinated disclosure looks like in practice. As the government
sets the annual deductible (eigen risico) rather than leaving it to individual insurers, it can disclose the
deductible, the projected average market premium, and the household subsidy (zorgtoeslag) in a single
Budget Day announcement every September. Consumers are able to see the full picture at once rather
than a partial one, and the three-to-four-month window before the 1 January implementation date gives
them meaningful time to compare products and switch. This results in a highly active consumer market: over
one million people switch their health insurers each year following the announcement. The communication
framework works because the policy design makes it possible.

CONTEXT

The Netherlands requires every resident to hold basic health insurance, purchased from a private
insurer but regulated to a standard benefit package.

Three interdependent financial variables determine what a household actually pays each year: the
compulsory annual deductible (eigen risico), the projected average market premium, and the means-
tested household subsidy (zorgtoeslag) for lower- and middle-income households.

Because those three variables are interdependent, consumers cannot assess the real cost of any
insurer’s product without seeing all three figures at once.

Without simultaneous disclosure, consumers face a fragmented information environment that makes
meaningful comparison and genuine decision-making across the market very difficult.

I3
THE MECHANISM

Simultaneous disclosure of all three financial variables on a single fixed annual date: Every
September on Budget Day, the government simultaneously discloses the following year’s deductible
level, the projected average market premium, and the household subsidy rates. This gives consumers
three to four months before the 1 January implementation date to compare insurers and calculate their
net position.

A defined calendar that gives consumers a structured window to act: Insurers must publish finalized
premiums by 12 November, with exact household subsidy amounts confirmed by 20 November, after
which consumers have until 31 December to switch insurer for the following year.
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1. The annual Budget Day cycle gives consumers three to four months between the government’s policy
announcement and the implementation date, long enough to compare insurers, calculate net costs after
the household subsidy, and switch if needed.

2. Over one million consumers switch their health insurance plans every year following the Budget Day
announcement, demonstrating that a well-structured disclosure framework produces an active and
engaged consumer market rather than a passive one.

KEY TAKEAWAY FOR APEC ECONOMIES @

Replicating the Netherlands model requires central government control of both the cost-sharing parameter
and the compensating subsidy.

Where deductibles or co-payments are set by individual insurers rather than by government, the two
instruments cannot be disclosed together in the same way. Before the communication architecture can be
designed, the prior policy question of whether government should take greater centralized control of cost-
sharing parameters needs to be considered.

57



CASE STUDY 11:

APEC - Singapore

Singapore’s MediShield Life co-insurance reforms illustrate both principles in practice: that reform
design must account for distributional impact and build in compensating benefits before going public,
and that clear communication before implementation is what converts a well-designed reform into one
that the public accepts.

When the Ministry of Health moved to introduce mandatory minimum co-payments in 2021, it
simultaneously strengthened MediShield Life through higher claim limits and expanded in-patient
coverage, so policyholders could see the public floor rising at the same moment as the private rider
was being recalibrated. Tighter rules were applied to new products rather than existing policyholders,
providing a workable transition. A further round of reforms in 2026 tightened co-payments further while
projecting a 30% reduction in new rider premiums. As the compensating benefits were built into the
design before the announcement was made, the government was able to communicate the changes
as a systemic recalibration of the two-layer system rather than a withdrawal of benefits, and the reform
held.

Singapore’s administrative scale and the statutory authority of the Ministry of Health made this
sequencing easier to execute. But the underlying logic that cost-sharing restrictions need a visible and
simultaneous public benefit improvement to be politically defensible applies regardless of system size.

CONTEXT

= Bythemid-2010s, Singapore’s Integrated Shield Plan (ISP) market had shifted toward full-rider coverage,
absorbing 100% of private hospital costs with no cost-sharing requirement on the policyholder.

= This weakened financial discipline, accelerated private hospital utilisation, and drove sustained medical
bill inflation across the private sector.

= With insurers absorbing full claim exposure, premiums rose to unsustainable levels, and the industry
itself sought government intervention because the product design had become fiscally non-viable.

= The central political risk was affordability: any reform introducing cost-sharing would fall hardest on
lower-middle-income policyholders already struggling with rising premiums, creating the conditions for
significant public resistance if not carefully designed and communicated.

THE MECHANISM

* A mandatory minimum co-payment: In 2021, the MOH required all ISP products to include a co-
payment of at least 5% of covered claims, with a cap on total annual co-insurance liability to protect
policyholders against catastrophic cost exposure.

= In addition, the MediShield Life enhancements to public coverage were rolled out: This provided
higher annual claim limits and expanded coverage for in-patient stay.

= Reforms applied to new products rather than existing policyholders: Tighter rules were introduced
for new ISP products, providing a transitional pathway that avoided the political difficulty of retrospectively
altering existing policyholder entitlements.
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= A further rounds of reforms in 2026 extended co-payments to deductibles: New riders cannot
cover the deductible and doubled the co-payment cap to SGD $6,000. In return, new rider premiums
are expected to decrease by 30%.

Lfﬂ
THE PROGRESS ol

1. The 2021 cost-sharing measures introduced meaningful cost signals for Integrated Shield Plan
policyholders, helping to moderate overconsumption of private hospital services.

2. Private coverage restrictions were paired with public floor enhancements and communicated as a
systemic recalibration of the two-layer system, rather than a straightforward withdrawal of benefits,
which was critical to managing public acceptance.

3. The 2026 reforms extended the logic further, with tighter co-payment rules for new products accompanied
by a projected reduction in rider premiums, giving government a concrete and credible compensating
benefit to communicate to the market.

KEY TAKEAWAY FOR APEC ECONOMIES @

Singapore’s experience shows public health insurance base must be sufficiently developed to absorb
meaningful enhancements at the same time as private restrictions are introduced. The health ministry must
have statutory authority to mandate product design changes across all licensed private hospital insurers.

Cost-sharing restrictions and public coverage enhancements must be announced simultaneously so
policyholders see the rebalancing clearly.

Applying tighter rules to new products rather than existing policyholders is important to overcome resistance.

59



APPROACH 3:
Strengthen data systems that connect
public and private health financing

A strong digital foundation is what allows public and private systems to coordinate. It gives government
clarity on where coverage gaps and opportunities lie and gives insurers the clarity they need to design
and price products with confidence.

PHI works best when the government and insurers are working from the same harmonized data. It
gives government visibility into where coverage gaps and opportunities exist, and gives insurers the
clarity they need for risk underwriting and product design. In most markets, the starting point is not an
absence of data, but data that is fragmented across systems, reported in inconsistent formats, or held
by institutions without a clear mandate to share it.

Under Approach 3, we highlight two best practice principles. The first addresses how governments can
establish the foundational data architecture by setting a common standard and connecting existing
systems. The second addresses how that foundation can be put to active use through embedding
checks into the claims process to identify issues before they become entrenched, and publishing
aggregated data so that trends can be addressed over time.

? - Best Practice Principle: Set a common data standard and
connecting existing systems

ARNNNNNNNANNNS

The starting point is making sure data exists in a form that can be used. In some markets, this means
building a reporting standard from the ground up across many private insurers. In others, it means
connecting public systems that already existed but were not designed to be interoperable. Two
global examples illustrate what building a common data architecture looks like in practice. Brazil's
experience shows what becomes possible when a regulator mandates a single standardized reporting
framework across a large and fragmented private insurance market, transforming heterogeneous data
submissions into a dataset that supports both oversight and coordination.
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CASE STUDY 12:

Global - Brazil

Brazil's National Supplementary Health Agency (ANS) regulated over 668 licensed private health
insurers operating across the economy, each serving large volumes of enrolled members and
processing significant claims volumes. Before 1998, there was no common reporting standard for
insurers to submit operational and financial data. This made it difficult to aggregate data reliably across
the market, compare performance between insurers, or identify sector-wide trends. A regulator cannot
effectively protect consumers or maintain market integrity without being able to see the market as a
whole.

Brazil's response was to build a standardized three-part data architecture. The first component is an
insurer registry, which captures information on every licensed private health insurer. The second is a
beneficiary registry, which tracks every individual enrolled in a private health insurance plan across
the economy. The third is a standardized claims reporting system built on top of them, requiring every
insurer to submit claims data in a uniform format using consistent definitions, codes, and timelines.

CONTEXT

= Brazil's private health insurance market (the largest in Latin America) operates under a mandatory
licensing regime administered by the National Supplementary Health Agency, the federal government
body responsible for regulating all private health insurance operators in Brazil.

= With over 668 licensed private health insurers in the market at any given time, each processing a large
volume of transactions between insurers and healthcare providers every month.

= The Agency faces a data completeness and consistency challenge that no regulator can solve through
manual collection: without a mandatory common format for how operators record and report their
data, each insurer’s submissions is structured differently, making market-wide analysis unreliable and
comparison across different insurers impossible.

THE MECHANISM

= Aninsurer registry and beneficiary registry as the foundational layer that every subsequent data
function is built on: All licensed insurers are required to submit monthly enrollment data to the Agency
covering each operator’s membership broken down by municipality, sex, age group, and plan type.

= A common format for electronic claims and data exchange between operators and providers:
The Agency established a mandatory standard governing the format in which all electronic claims data
and healthcare expenditure information must be submitted between private health insurance operators
and the healthcare providers they pay.
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= A common coding system for health service procedure: The Agency established a unified
procedure coding system which ensures all insurers, providers, and regulators use the same codes
when recording, authorizing, and billing for health services.

f
THE PROGRESS ol

1. The three-part architecture of registry, claims format standard, and procedure coding system gives the
National Supplementary Health Agency a market-wide dataset covering every licensed operator and
every enrolled member, structured in a consistent format that enables cross-operator comparison for
the first time.

2. This is the achievement: a regulator that previously received heterogeneous data from over 668
operators now receives a consistently formatted dataset from all of them.

KEY TAKEAWAY FOR APEC ECONOMIES @

When insurers report data in different formats, regulators cannot see the market clearly and policymakers
cannot identify where private coverage could fill public gaps.

Brazil's ANS addressed this by standardizing reporting across all insurers, turning fragmented submissions
into a dataset that supports both oversight and coordination.

France’s experience shows what becomes possible when two previously disconnected public data systems,
one capturing reimbursement claims and the other capturing hospital activity, are formally linked through a
government mandate, creating a unified population-level dataset that neither system could generate alone.
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Global Example: France

France illustrates what becomes possible when two previously disconnected public data
systems are linked through a common standard with a government mandate to use the
resulting dataset actively.

France previously operated two entirely separate data systems with no mechanism to
link them. One captured reimbursement claims from general practitioners, specialists,
and pharmacies; the other captured hospital activity records.®® The economy-wide health
data system established in 2016 brought both streams together into a single government-
operated database, linking reimbursement records, hospital activity data, and mortality
records across the full continuum of care.®® Standardized clinical coding was made a
legal condition of hospital payment, ensuring that data submitted across all settings
was consistently structured and reliably linkable at the individual patient level. The
system now covers approximately 99% of the French population and is used actively for
health expenditure monitoring, care pathway evaluation, provider activity feedback, and
population-level health surveillance.®® These functions were structurally impossible when
the two underlying datasets remained separate.

Establishing a common data standard and connecting existing systems is the prerequisite. But the
value of that infrastructure is only realized when the data flowing through it is actively used, to detect
problems before they become entrenched, and to surface trends that allow both government and
insurers to course-correct before the cost of inaction accumulates.

-7~ Best Practice Principle: Leverage data to identify and address
Uf? issues proactively and retrospectively

A government mandate requiring data to be aggregated, analyzed, and published on a regular cadence
turns a passive dataset into something government and insurers can actually act on. Economies have
built on this foundation in two complementary ways: (a) by embedding checks directly into the claims
process so that issues are identified before payment is made, and (b) by aggregating and publishing
data so that trends become visible and can be addressed retrospectively.

Korea’s Health Insurance Review and Assessment Service (HIRA) illustrates the first approach of
proactive identification of irregularities by building checks directly into the body that processes claims.
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CASE STUDY 13:

APEC - Korea

By the early 2000s, HIRA was processing claims from over 90,000 enrolled healthcare providers under
a single economy-wide insurance system, reaching 1.3 billion claims annually by 2011. At that scale,
manual review was not a viable oversight model. Korea’s response was to build active oversight directly
into the claims submission process, making automated screening a precondition for payment rather
than a separate audit function conducted after the fact. The mandatory digital gateway came first,
ensuring every claim entered the same standardized system before any payment decision was made.
Automated screening was built on top of that foundation, with human review reserved for complex
or high-value cases. The Al-powered integrity monitoring system launched in 2026 is the latest layer
added to the same architecture, each capability built on the one that preceded it.

CONTEXT

= Over 90,000 healthcare providers were enrolled in Korea’s single National Health Insurance System
(NHIS) by early 2000s.

= The Health Insurance Review and Assessment Service (HIRA) was processing high claim volumes. By
2011, HIRA was processing over 1.3 billion insurance claims annually.

= The high volume of claims being processed led to significant exposure to coding errors, over-servicing,
and fraudulent filings. This was undermining fiscal sustainability and trust in the system.

THE MECHANISM

= A mandatory digital claims submission gateway processes all claims before any payment is
released: Approximately 99% of providers submitted claims through this system. Because every claim
enters the same digital gateway, automated checks can be applied consistently across all providers and
all claim types before any payment decision is made.

= Automated screening resolves the majority of routine claims without human involvement: The
electronic system executes massive-scale automated audits and filters claims for technical errors,
omissions, and clinical guideline non-compliance, resolving most routine claims.

= HIRA employs a human-in-the-loop Al framework: Final adjudication, particularly for high-cost or
complex therapies, is reserved for HIRA's professional review committees, before results are sent to
NHIS for reimbursement.
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THE PROGRESS ol

1. In 2011, the electronic system returned 2.7% of inpatient and 0.1% of outpatient claims as un-
reviewable. The automated audit system detected claims with multiple errors at 23.1% (inpatient) and
2.9% (outpatient).

2. HIRA’s on-site investigation framework acts as a deterrent and enforcement tool, reporting an average
prevention of USD 15 million in annual fiscal leakage from false claims. It serves as a key operational
performance indicator (KPI) for system integrity.

3. In 2026, the Ministry of Health and Welfare launched the “Al-Powered Integrity Monitoring System,” a
fraud detection platform that provides real-time predictive screening of false/fraudulent claims.

KEY TAKEAWAY FOR APEC ECONOMIES @

Where a single insurer or a dominant public payer processes the majority of claims, the leverage point for
mandating a universal digital gateway is strongest as one institution controls the payment function.

Korea’s example also shows that strong analytics is crucial to detecting errors or fraudulent claims.

The case examples below of Singapore and the Netherlands both illustrate the second approach of
retrospective identification of issues.
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APEC Example: Singapore

In Singapore, claims data across a market of approximately 2.5 million integrated private
health insurance policyholders was historically treated as proprietary insurer information.®’
This made it difficult to detect unsustainable trends such as over-servicing and bill inflation
early, a limitation that became increasingly consequential as the market grew through the
2000s and into the 2010s.

Singapore’s response was to separate the data holding and publication functions between
the financial regulatory, the Monetary Authority of Singapore (MAS) and the Ministry of
Health (MOH). MAS requires all private insurers to submit standardized regulatory returns
covering claim frequency and premium income, while the health ministry publishes
aggregated reports covering penetration rates and claim trends.®? The impact was direct
and measurable: analysis found that policyholders holding add-on coverage that eliminated
all consumer cost-sharing claimed 1.4 times more frequently and at 1.4 times higher cost
than those without such coverage.®® This provided the statistical basis for the government’s
decision to mandate minimum consumer cost-sharing in 2021 and to extend those
requirements further in 2026.

Global Example: Netherlands

The Netherlands built the same logic into a single statutory instrument. All health insurers are
required to submit standardized claims data across 16 distinct care categories, channeled
through Vektis, an industry-operated data processing body, to the Health Authority. Vektis
publishes open data files covering all healthcare costs paid by insurers, broken down by
care type, sex, age group, and geography.® The result is that the same dataset serves two
functions simultaneously: the regulator uses it to monitor market developments, set tariffs,
oversee duty of care obligations, and detect fraud, while researchers, policymakers, and
local governments use the aggregated open data to monitor healthcare cost developments
independently without requiring access to the underlying individual-level data held by the
regulator.®®
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CONCLUSION

The challenge of building health systems that are fiscally sustainable and responsive to the needs of
aging and growing populations is one that every APEC economy is grappling with, at different speeds,
with different tools, and from different starting points. What this paper reflects is that no economy
is navigating this challenge in isolation, and that the APEC region as a whole has accumulated a
substantial body of practical learning about what works, what does not, and why. The best practice
principles set out in this paper are drawn from that collective experience as well as learning from other
global examples.

For APEC as a region, the opportunity is significant. The heterogeneity of health systems across
member economies is not an obstacle to collective progress but a resource. Economies with more
mature health systems and PHI markets (Type 1, Type 2) have already worked through many of the
sequencing and design questions that advancing markets (Type 3, Type 4) are now facing. Advancing
markets, in turn, bring fresh thinking on how to build the public-PHI interface from the ground up in
ways that more established systems cannot easily retrofit.

The exchange of experience across this spectrum, between economies at different stages, across
different regulatory traditions, and across the public and private sectors, is where much of the practical
value of this paper lies. The best practice principles reflect what economies at different stages of PHI
market development have found to be true in practice: that a clearly defined regulatory framework is the
foundation everything else depends on; that consumer trust, once lost, is difficult to rebuild and must
therefore be designed in from the start; and that the data infrastructure connecting public and private
systems is not a technical afterthought but a strategic enabler of the entire public-PHI relationship.

The pressures that APEC health systems face from non-communicable diseases, aging populations,
and medical cost inflation are long-term structural forces that will not ease on their own. PHI, on its
own, is not a solution to those pressures, but it is a lever that most APEC economies have not yet
fully pulled. The best practices and learnings in this paper are intended to make it easier to do so, not
by prescribing a single model, but by offering a solutions from which each economy can develop an
approach that fits its own context, while contributing to a region-wide effort to make health systems
stronger and more sustainable for all.
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