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What is Insurance? 

Wikipedia says that insurance is a form of risk management 
primarily used to hedge against the risk of a contingent, uncertain 
loss.  Insurance is defined as the equitable transfer of the risk of 
a loss, from one entity to another, in exchange for payment. 

Insurance 
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Some examples 

Use of hospital 
for routine 

outpatient services 

Medical insurance 
with no cancer 

treatment 

Restricting  
coverage when 

switching employers 

Limiting employee 
group to those with  

favorable health status 
… 

Is this Insurance? 
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What are the principles of group health insurance? 

  Pooling of risk 

Insurable interest 
 

Evaluating group health risk to 
determine eligibility 
 
  

Group Health 

 Insurance Principles 



Current state 
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Asia – Five markets across Asia? 

5 countries 

2+ billion people 

Public private challenges 

Different insurance models 
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Review of health care expenditure – Is there a need in Asia? 

Notes
1. Figures for Hong Kong (2004/05 figure) were compiled using the purchasing power parity conversion rate from the World Development Indicators 2006
2. For all other countries, figures were extracted from the World Health Organization's Global Health Expenditure Database and reflect 2010 figures

Healthcare Expenditure by Financing Agent
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A cross country comparison – the public-private partnership 

Delivery 

G
roup Insurance 

Public 

Private 

Public 

Private 

Singapore 

China 

India 
Hong Kong Philippines 
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Common themes among the differences 

Risk management 

Catastrophic coverage 

No system is working perfectly 

Risk mitigation 
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Unique characteristics 

China 
- Medical insurance pays for the 
copayment and deductible of the social 
program  
- No extension of coverage scope 
outside of social program 
- Significant member out-of-pocket 
expense in the event of catastrophic 
illness 

India 
- Medical insurance provide access to 
private healthcare 
- No outpatient coverage including 
preventative and primary care 

Hong Kong 
- Medical insurance alone does not 
provide sufficient catastrophic 
coverage 
- Government highly subsidized public 
hospitals provide a safety net 
- Heavily rely on plan sub-limits to 
control risk 

Philippines 
- HMO model with some control over 
pricing but not utilization 
- Catastrophic coverage may not be 
sufficient with 2% to 5% members hit 
the cap 
- No coverage for outpatient 
prescription drugs  

Singapore 
- Protection is relatively adequate 
with both social and medical 
insurance 
- Overlap of coverage from social 
and medical insurance 



Ideal state 
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Ideal State 
 

Provide equal access to all members 
regardless of health status 

Catastrophic risk protection 
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Ideal State 
- Stakeholders Challenges 

 
 

Demand 

Supply 

Employment 
value 

proposition 

Employer 

Unmet 
needs 

Employee 

Big and 
slow 

Public Sector 

Small but 
growing fast 

Private Sector 
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Moving Forward – Creating the environment for change 

May, 2012

May, 2012

Asia Insurance Co. Actuaries

• Build awareness of the risk  
• Product innovation 
• Reset best practice on risk 
management  

• Develop credible data  
• Partnership with regulators & medical 
providers 

FSA 
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What is the first step? 

1 

Cost sharing on discretionary services 

Pooling across sizable group 

Catastrophic coverage after a certain out of pocket 

Price on group employee health status 

2 

3 

4 

1 

Increased cost sharing on discretionary services 

Pooling across sizable group 

Educating stakeholders on risk 

Evaluating the risk of entire group as a whole 2 

3 

4 



Role of actuaries 
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Recap 
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Review of health care expenditure – Is there a need in Asia?

Notes
1. Figures for Hong Kong (2004/05 figure) were compiled using the purchasing power parity conversion rate from the World Development Indicators 2006
2. For all other countries, figures were extracted from the World Health Organization's Global Health Expenditure Database and reflect 2010 figures
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Common themes among the differences

Risk management

Catastrophic coverage

No system is working perfectly

Risk mitigation
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Ideal State

Provide equal access to all members 
regardless of health status

Catastrophic risk protection
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Ideal State
- Stakeholders Challenges

DemandDemand

SupplySupply

Employment 
value 

proposition

Employer

Unmet 
needs

Employee

Big and 
slow

Public Sector

Small but 
growing fast

Private Sector
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What is the first step?

11

Cost sharing on discretionary services

Pooling across sizable group

Catastrophic coverage after a certain out of pocket

Price on group employee health status

22

33

44

11

Increased cost sharing on discretionary services

Pooling across sizable group

Educating stakeholders on risk

Evaluating the risk of entire group as a whole22

33

44
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Skill sets need for the evolution/transformation…. 

Understand the risk 

Ability to work in gray area 

Modelling capabilities 

Comfort in data analytics 

Path finding 

Problem solving ability 

Analytical skills 

Clinical insights 

Impact 
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Does the habitat exist for health actuaries to thrive? 
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Endangered species – The panda 
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Mercer (Hong Kong) Limited 
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