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China’s Private Health Insurance: 
Navigating Uncharted Waters

With limited coverage from public 
health insurance schemes, an aging 
population and a relatively early re-
tirement age, private health insur-
ance is expected to play an increasingly 
important role in the Chinese health 
insurance market. In this article, the 
author examines current challenges be-
ing faced by private health insurance 
providers in China and provides strat-
egies for achieving pricing success and 
market share in this new and largely 
unexplored market. Serina Tang is 
Senior Consultant at Simon-Kucher’s 
Boston office. She can be reached at se-
rina.tang@simon-kucher.com.

An ever-changing and  
ever-challenging health 
insurance market
China’s healthcare system has been 
through constant reforms. As part 
of these reforms, expansion of public 
health insurance extended coverage to 
more than 95 percent of China’s citi-
zens by the end of 2011. Citizens were 
enrolled in various public health insur-
ance schemes, including Urban Employ-
ee Basic Medical Insurance (UEBMI), 
Urban Resident Basic Medical Insurance 
(URBMI) or New Rural Cooperative 
Medical Scheme (NRCMS), depending 
on their place of residence. 

Although the different public health in-
surance schemes combine to offer broad 
coverage to the Chinese population, the 
average plan benefit is very limited. It is 
estimated that even with public health 
insurance, people on average need to 
pay more than half of the expenses out 
of pocket. High copayment, low annual 
maximum reimbursement amount, in-
flexible plan policies, as well as limited 
drug inclusions make individuals and 
families still vulnerable to the burden of 
medical expenses. 

In the private sector, growth has mainly 
been driven by government purchas-
ing of “critical illness policy” from pri-
vate insurance companies. As part of 
the healthcare reform, “Critical Illness 
Coverage Policy for Rural and Urban 
Residents” was first introduced in 2012, 
aiming to provide additional coverage 
for 20+ pre-specified life threatening 
diseases. Private insurance companies 
were entrusted with the design and ad-
ministration of critical illness policies, 
which the government will purchase for 
its rural and urban residents. Critical ill-
ness policy has been the most significant 
driver for annual gross written premium 
(GWP) for private insurance companies. 
There has also been an increased number 
of individuals purchasing private health 
insurances, but their impact falls far be-
hind government purchasing.

Besides critical illness insurances, prod-
uct offerings from private health insur-
ance companies are limited in general 
and the level of sophistication is low. 
Most of the current private health insur-
ances are lump-sum products purchased 
as add-on on savings products or life 
and accident insurance products. Cer-
tain types of reimbursement products 
are available, but their coverage is usu-
ally identical to public health insurance 
schemes, i.e. these policies do not cover 
drugs and services outside the coverage 
of public health insurance schemes in 
order to control risk. For example, in-
novative branded biologic cancer drugs 
not listed on the National Reimburse-
ment Drug List (NRDL) are usually not 
covered by these private reimbursement 
products.

With limited product offerings, low 
level of product sophistication and 
customer awareness, the overall pri-
vate health insurance market size is 
still very small despite a relatively 
high growth rate driven by govern-
ment purchasing. Several factors make 

China’s health insurance market chal-
lenging for most private insurance com-
panies: 

Lack of a stable provider network: Suc-
cessful insurance products require a sta-
ble provider network where cost of pro-
cedures and medications are transparent 
and risk could be adequately controlled. 
Such a provider network does not exist 
currently. 

Lack of standardized data: Mature in-
surance products are based on actuarial 
calculations that take into account a 
variety of factors, including population, 
geographical and historical statistics, 
changes in the risk pool, and the cost of 
providing medical care. Claim adjudica-
tion also requires coherent medical re-
cords and comprehensive treatment data. 
Such standardized data environment is 
currently not established. 

Lack of negotiation power with hos-
pitals: With limited medical resources 
and overwhelming demand, large public 
hospitals have limited incentives to co-
operate with private insurance providers. 
Insurance companies often have little 
leverage against large public hospitals, 
making contract negotiation and risk 
management difficult.

Lack of insurance product management 
expertise: For more sophisticated insur-
ance products, sales, distribution as well 
as adjudication during the claim settle-
ment process require comprehensive pro-
tocols and management skills, for which 
domestic insurance companies may not 
have yet developed the expertise. 

With limited coverage from public 
health insurance schemes, an aging pop-
ulation and a relatively early retirement 
age, private health insurance is expected 
to play an increasingly important role in 
addressing these implications and fill-
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ing in the gaps. However, with the afore-
mentioned challenges and limitations, 
the path forward seems blurred. How 
should stakeholders navigate uncharted 
waters and seize unfolding opportunities 
in private health insurance? 

Be the first mover
Some companies are already preparing 
themselves to influence the market and 
act upon emerging opportunities. In 
2013, the multinational pharmaceuti-
cal manufacturer Roche entered into a 
new round of cooperation with reinsur-
ance company SwissRe and domestic 
Chinese insurance companies to launch 
cancer-focused private health insurance 
products into the Chinese market. The 
cooperation aims to increase patients’ 
financing capability for oncology treat-
ments and address issues with limited 
public insurance coverage. 

Unlike critical illness insur-
ances where a one-off payment 
is made when a critical illness is 
diagnosed, Roche’s cancer insur-
ance product provides coverage 
for every step of a patient’s treat-
ment pathway. Coverage and re-
imbursement amount is specified 
separately for cancer diagno-
sis, hospitalization, prescription 
drugs, surgery and transplant etc. 
Complementary physicals and medical 
consultations are offered as value added 
services to policy holders. 

All three partners in this cooperation 
play important and distinctive roles. 
Roche provided its insurance partners 
comprehensive cancer data including in-
cidence, cure rate, death rate, drug treat-
ment duration and cost, hospitalization 
and surgery cost by regions in China, 
which is critical for insurance product 
design and risk control. SwissRe provides 
domestic insurance companies with not 
only risk sharing, but also expertise and 
support on insurance product design, 
pricing and management. Domestic in-
surance companies are responsible for 
the day-to-day operation of the insur-
ance product, by leveraging their large 
national distribution networks, strong 
sales forces and branding. 

Granted, from the pure perspective of 
product design, Roche’s cancer insur-
ance is still largely a lump sum product 
where a pre-specified payment is made 
independent of actual medical expenses, 
rather than a more sophisticated reim-
bursement product where reimbursement 
amount is tied to actual medical ex-
penses incurred during treatment. How-
ever, it serves as a pilot for exploration 
and foundation for future cooperation. 
It opens up the possibility of strategic 
cooperation between different stakehold-
ers to integrate resources and overcome 
some of the aforementioned challenges 
facing China’s private insurance mar-
ket. Roche’s comprehensive cancer treat-
ment data enables its insurance partners 
to more accurately tailor product offer-
ings and manage risks in underwriting. 
Meanwhile, the involvement of interna-
tional reinsurance companies fills in the 

gaps in product design and management 
expertise which domestic insurance com-
panies may be lacking. 

Both pharmaceutical MNCs and the 
overall private health insurance market 
could potentially benefit from similar 
cooperation. For pharmaceutical MNC 
Roche, although it is not involved in 
profit sharing from the sales of this in-
surance product and is not likely to see a 
direct impact on its topline in the short 
term, the strategic benefit will likely play 
out in the long run. Roche could be at 
an advantaged position versus competi-
tors through increased brand awareness, 
positive PR influence and patients’ in-
creased financing capability to afford 
branded cancer drugs, among which 
Roche products are top contenders. For 
the private health insurance market over-
all, similar cooperation may help take 

private health insurance in China to the 
next level of sophistication. The coopera-
tion between a pharma MNC, a domes-
tic insurance company and an interna-
tional reinsurance company overcame 
challenges in lack of standardized data 
and insurance product management ex-
pertise to some extent. With the poten-
tial involvement of hospitals in the fu-
ture, which could allow for a more stable 
provider network and transparent risk 
control, the emergence of more sophisti-
cated private health insurance products 
could become the truth.

A path to be explored
As a foundation for China’s social secu-
rity, healthcare reform in China is most 
likely to be a constant process: incre-
mental progression rather than dras-
tic changes. As the healthcare system is 
going through the transformation, op-

portunities are unfolding in the 
private health insurance market. 
With the increasing demand 
and consumption of health-
care services, private health 
insurance will become an im-
portant force to supplement 
public insurance schemes, and 
to alleviate the burden of in-
creasing medical expenses for 
individuals and families. 

The growth of private insurance needs 
to be fostered by a stable network with 
the involvement and resource integration 
from all key stakeholders. As presented 
in the Roche insurance case, resource 
integration between key stakeholders 
including hospitals, insurance, reinsur-
ance companies and MNC pharmaceuti-
cal companies could be a promising ap-
proach in the future. 

Unique challenges call for innovative 
business models and strategic coopera-
tion. A path forward for the growth of 
private health insurance in China is yet 
to be explored, however the companies 
that will succeed in an ever-changing 
and ever-challenging environment are 
likely to be those who are always on 
the outlook for new opportunities, who 
prime the market and set the stage for 
long term growth.

As the healthcare system is 
going through the transformation, 
opportunities are unfolding in the 
private health insurance market.
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