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The protection gap in healthcare
Healthcare costs can have devastating
consequences on households,
particularly in low-income countries.

Every year, around 100 million people around the world, mostly in low-income
countries, fall into poverty on account of having to pay for healthcare treatment.1
Stakeholders have attempted to better protect individuals and households from the
financial fallout of large and often unexpected spending for medical care and
services. To date, however, efforts to this end have been stymied by a lack of reliable
estimates on the size and characteristics of the “health protection gap“. Researchers
have tried to estimate the gap using different methodologies but most fall short of
offering a comprehensive and consistent view.

Defining the health protection gap
Out-of-pocket spending is often used as
proxy for the health protection gap…

Common understanding of the “health protection gap“ is a shortfall in finances to
fund health expenditures. An oft-used proxy is the level of out-of-pocket spending on
health in the World Health Organisation's (WHO) national healthcare surveys, such
as showing in Figure 1 for selected markets in Asia. Others focus on catastrophic
health expenditure as a key driver of the health protection gap. According to the
WHO, catastrophic healthcare expenditure (CHE) is the level of out-of-pocket
spending on health in excess of a certain proportion of a household’s income,
leaving the household to carry the burden of the excess cost of treatment.

Figure 1
National health expenditure in Asia, by
financing source (%), 2014
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“Our“ health protection gap
In this report2, the health protection gap is defined as the sum of two components:
1.	The level of “stress“ that spending has on household finances, rather than a
specific threshold of health expenditure as in the case of CHE. Our estimates of
the level of stress are derived from a region-wide consumer survey covering 12
Asian markets and more than 16 000 consumers.3
2.	The second component of our estimates of the health protection gap, also derived
from the region-wide survey, is the incidence of people not seeking treatment due
to affordability. Our findings were adjusted using national health account data to
better reflect the overall stress levels from out-of-pocket expenditure on health.
1
2
3

Tracking Universal Health Coverage: 2017 Global Monitoring Report, WHO and The World Bank, 2017.
This report is a summary of key findings from Asia’s health protection gap: insights to build greater
resilience, Swiss Re Institute, October 2018.
In this report, the definition/scope of “Asia” is the 12 markets surveyed: China, Hong Kong, India,
Indonesia, Japan, Malaysia, the Philippines, Singapore, South Korea, Taiwan, Thailand and Vietnam.
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The protection gap in healthcare

Figure 2
“Our” healthcare protection gap
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Health protection gap = stressful self-financing costs + estimated non-treatment costs due to unaffordability
Financial stress indicates when people have to: (1) cut back discretionary spending
(eg, buy cheaper grocery items, spent less on luxury items); (2) cut back on savings
contributions; (3) borrow money from bank/family/friends; (4) cut back on essentials
(eg, school fees, grocery shopping, bill payments).
Source: Swiss Re Institute
Our survey is an updated attempt to
provide consistent, region-wide
estimates on the size of the healthcare
protection gap.

Our survey is an attempt to quantify the size of the health protection gap for all key
markets in Asia.4 It facilitates deeper understanding of the composition and drivers
of the gap in different markets by taking into account key variables including income
levels, age, accumulated savings and financial preparedness to deal with
unexpected medical expenses. Our survey design and methodology to estimate the
health protection gap is detailed more fully at the end of this report.

The health protection gap does not
automatically equate with insurance
opportunity...

It is important to note that the health protection gap should not be taken as full
insurance opportunity. Insurance is a key tool to help consumers close the gap, but
there are cases where households facing a large protection gap cannot afford
conventional cover. In these situations, the gap is an insurance opportunity that
cannot be taken up.

4

2

Swiss Re published its first estimation of Asia’s health protection gap in 2012, titled Health Protection
Gap: Asia-Pacific 2012. This current 2018 report adopts a new and improved methodology to provide
up-to-date estimates on the gap in different Asian markets.
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...and nor does the average size of gap
indicate of the ideal health insurance
coverage.

Moreover, the average size of the health protection gap is not indication of the
amount of health insurance coverage required to be adequately protected against all
kind of medical emergencies. This study covers the whole gambit of medical
conditions where the cost of treatment ranges from a few hundred to hundreds of
thousands of US dollars. Consequently, the average gap size is weighted based on
the frequency of the various medical conditions and treatment cost, the latter highly
skewed towards more frequent, lower severity and hence lower expense therapies/
procedures. The amount of ideal health insurance coverage depends on a number of
factors including but not limited to the cost of healthcare, medical cost inflation,
medical condition, family medical history, financial status, lifestyle, number of
dependents, age, public healthcare facility and social security system.

Other limitations to the survey.

Our methodology has some other limitations which could lead to under-estimation of
the protection gap:
̤̤ The estimates quantify direct out-of-pocket healthcare expenses that cause
financial stress, but they exclude other financial burdens such as living expenses
and loss of income due to illness.
̤̤ The survey focuses on “financially stressful health expenditure“, not “economically
sub-optimal expenditure“. In some cases, consumers are able to finance large and
unexpected health spending without difficulty. This may be economically suboptimal if, in order to do so, they hold more liquidity or precautionary savings than
they otherwise would.
̤̤ Our methodology does not consider the risk associated with the sustainability of
current financial support. In both the emerging and mature markets, public
finances are coming under increasing pressure as the population ages and the
ability of the state to maintain provision of the same level of healthcare services is
being compromised.
̤̤ The estimates do not account for some other factors such as accessibility to
healthcare provision due to a lack of infrastructure. This could be an important
consideration in many less developed markets.
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The protection gap in healthcare

Asia’s health protection gap modelled at
USD 1.8 trillion (7.4% of region GDP )5

5

The health protection gap and combined GDP of the 12 Asian countries surveyed in this report.

4
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Sizing the gap – key findings
The health protection gap in Asia is
estimated to be USD 1.8 trillion…

Using our methodology, the combined health protection gap in 2017 of the 12 Asian
countries surveyed is estimated to have been USD 1.8 trillion (see Figure 3). This is
how much would have been needed to cover the financial stress experienced by
households on account of spending on healthcare, and also to provide treatment to
those who cannot afford it.

…most emanating from emerging Asia.

Most of the gap – USD 1.4 trillion – originates from emerging Asia.6 This is driven by
the large population, low disposable incomes, high out-of-pocket medical expenses
and low health insurance ownership levels in these markets. Out-of-pocket spending
on healthcare in emerging Asia constituted almost 18% of net household income
and, according to the responses to our survey, more than half of that spending was a
source of financial stress. Absent remedial action, we expect the health protection
gap across all Asia to widen in the coming years given the ageing societies in many
markets, and high growth of medical inflation relative to average incomes.

Figure 3
Estimated size of Asia’s health protection
gap in USD billions, 2017
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China is estimated to have the largest
health protection gap in Asia.

By country, the estimated health protection gap is largest in China (USD 805 billion),
followed by India (USD 369 billion) and Japan (USD 218 billion, see Figure 4). Their
large populations and lower aggregate income levels drive the gaps in China and
India. In Japan, South Korea and the other mature markets, the gaps are explained by
population size and the higher costs of healthcare. The estimated gap is the lowest in
Thailand, where provision of healthcare through a subsidised universal healthcare
system has resulted in the country having one of the lowest levels of out-of-pocket
medical expenses in the region.

6

Emerging Asia includes China, India, Indonesia, Malaysia, the Philippines, Thailand and Vietnam, whilst
Mature Asia includes Hong Kong, Japan, Korea, Singapore and Taiwan. The classification follows that of
the IMF.
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Sizing the gap – key findings

Figure 4
Estimated health protection gaps in Asia
by country in USD billion, 2017
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The average size of the health protection gap
as a share of household income is estimated
to be highest in Vietnam, Malaysia and India.
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Sizing the gap – key findings

The average gap per household is
estimated to be higher in mature Asia,
but the level of finanical stress in mature
is lower than in emerging Asia.

In absolute USD terms, the estimated average size of the gap for all households in
mature Asia is more than three times that in emerging Asia (see Table 1), a reflection
of the higher cost of treatment in the mature markets. However, the average size of
the estimated gap as a percentage of annual household income (again, for all
households) is lower in mature than in emerging Asia.

Table 1
Modelled average gap per household
gap as percentage of household income

Average gap per household

Singapore
Hong Kong
Korea
Malaysia
Taiwan
Japan
China
Philippines
India
Vietnam
Indonesia
Thailand
Emerging Asia
Mature Asia
Asia

Average gap for the 5% of
households with the largest gap

In USD

In % of household
income

In USD

In % of household
income

13 776
9156
7791
6864
4823
4095
1724
1406
1382
1251
1230
287
1565
5318
1893

10%
7%
13%
20%
10%
6%
10%
9%
18%
22%
10%
2%
11%
8%
10%

205 012
133 481
105 406
132 918
61 380
55 682
19 107
20 999
22 900
19 054
13 783
2441
20 389
72 398
24 941

144%
104%
175%
384%
124%
79%
111%
131%
301%
330%
113%
17%
139%
105%
131%

Note: Average gap per household is calculated as “total health protection gap divided by the
estimated number of households hospitalised under the mentioned gap range“.
Source: Swiss Re Institute

As share of household income, the
estimated health protection gap is
highest in Vietnam, Malaysia and India

8

By market, the average size of the estimated gap for all households is the biggest in
Singapore, followed by Hong Kong and South Korea. At the same time, note that the
estimated gap varies significantly across households in one market. For example, as
showing in Table 1, the modelled shortfall per household in Malaysia ranges from
less than USD 10 000 for all households to more than USD 130 000 for the 5% of
households with the largest protection gaps. As a percentage of household income,
the average gap is estimated to be widest in Vietnam, closely followed by Malaysia
and India. The takeaway is that financial stress caused by out-of-pocket spending
represents a relatively higher share of household income in these three countries.
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An estimated 40 million households in
Asia cannot afford required treatment.
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Sizing the gap – key findings

More than 40 million households in Asia
could not afford the treatment they need.

As per the survey estimates, more than 40 million households in Asia could not
afford necessary treatment: this represents 1 out of 24 households in Asia that are
unable to access required treatment.

In absolute terms, non-treatment due to
lack of affordability amounted to
USD 92 billion.

The notional cost of forgone care in the past 12 months region-wide is estimated to
be USD 92 billion in 2017, mostly in emerging Asia. China and India account for
more than 75%, or 32 million, of the total non-treatment cases in Asia and for around
90% of the total non-treatment costs (around USD 61 billion in China and
USD 22 billion in India). Instances of non-treatment are very low in the mature Asian
markets: less than 1 out of 130 households in Japan.

Young and healthy households are more
likely to skip treatment.

A majority of non-treatment cases occur among low or middle-income households,
and the relatively young. Consumers who consider themselves to be healthy tend to
forgo needed treatment most. The biggest contributor to the gap in absolute terms
comes from households that have family members suffering from chronic diseases,
who are of middle-income class status and are relatively young.

10
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Middle-income households in emerging Asia
make up most of the health protection gap,
but low-income households are most
vulnerable.
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Sizing the gap – key findings

In many low-income households in Asia,
the average size of the estimated gap
exceeds total household income.

In most countries, middle-income households account for most of the estimated
nationwide health protection gap (see Figure 5). However, lower-income households
are the most vulnerable. In some countries, the average size of the estimated gap is
more than the annual income of these lower-income households. For example, the
average size of gap for low-income households in India is estimated to be almost 2.5
times their annual income and 1.7 times in China (see Figure 6).
24%

Figure 5
Split of national health protection gaps
(HPG) by household income level, 2017
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Figure 6
Health protection gaps for low income
households, as percentage of household
income, 2017
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Extrapolating for all emerging regions
From the Asia results, we extrapolate the
health protection gap of all emerging
regions to be USD 2.9 trillion

Swiss Re Institute has extrapolated the approach used to estimate the health
protection gap in Asia to project the equivalent for all emerging regions.7 The sum
of the health protection gaps of all the emerging regions is estimated to be around
USD 2.9 trillion. Figure 7 shows the estimated health protection gap per region, a
rough indicator of the size of the necessary protection to avoid financial stress
scenarios arising from unpredictable direct medical expenses.

Emerging Asia has the biggest protection
gap in absolute terms.

Emerging Asia excluding Central Asia has the highest protection gap in absolute
terms, mainly due a large population and low insurance penetration. The protection
gaps in Latin America, and the Middle East, Turkey and Central Asia regions are
mainly driven by relatively higher costs of treatment.

As percentage of GDP, the gap is the
highest in Africa (excl. South Africa).

In Africa, the health protection gap per household in absolute terms is the lowest,
but the stress to the financial position of households caused by out-of-pocket
spending is relatively high. Excluding South Africa, the stress, as measured by health
protection gap as a percentage of GDP, is the highest among all emerging regions.
The gap is the lowest in Central and Eastern Europe, mainly due to lower out-ofpocket expenditure on health and high income level.

Data collected through the consumer
survey can inform decision making.

This short report provides just a snapshot of the drivers and decomposition of the
health protection gap. However, the wealth of data collected through the consumer
survey can be used to derive important insights to inform policy-making and
business decisions.

7

The estimation of the health protection gap for other emerging markets is based on statistical analysis of
the Asia survey data. Regression analysis of the survey responses revealed that average out-of-pocket
expenditure on health and average household income are strong predictors of the stress that
out-of-pocket expenditure on health causes to the financial position of a household. The regression
coefficients of average out-of-pocket expenditure on health and average household income were used
to calculate the stress caused by out-of-pocket expenditure on health for the all other emerging markets.
Due to lack of reliable data for household income, GDP per capita has been used as a proxy to the
average household income.
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Extrapolating for all emerging regions

Health protection gap for emerging world
estimated to be USD 2.9 trillion

14
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Figure 7
Estimated health protection gap in
emerging regions across the world

Central and Eastern Europe
Size of HPG: USD 143 billion
HPG as % GDP: 4.4%
HPG per household: USD 1,173

Middle East, Turkey and Central Asia
Size of HPG: USD 341 billion
HPG as % GDP: 9%
HPG per household: USD 3,318

Emerging Asia
Africa
Latin America
Size of HPG: USD 705 billion
HPG as % GDP: 13.2%
HPG per household: USD 4,051

Size of HPG: USD 294 billion
HPG as % GDP: 13%
HPG per household: USD 1,142

Size of HPG: USD 1,429 billion
HPG as % GDP: 8.2%
HPG per household: USD 1,498

Africa excl. South Africa
Size of HPG: USD 282 billion
HPG as % GDP: 14.7%
HPG per household: USD 1,176

Region
Africa
Emerging Asia
Latin America
Central and Eastern Europe
Middle East, Turkey and Central Asia

Source: Swiss Re Institute
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Next steps
Closing the gap
A multi-stakeholder approach is needed
to close the health protection gap.

Closing the health protection gap requires a multi-stakeholder approach. Insurers,
governments and healthcare providers need to explore new partnerships to
minimise risk efficiently by sharing market development costs, including distribution
and promotion costs, and costs of building consumer insights. It is also necessary for
the insurance industry to develop products that better meet the protection needs of
respective markets' consumers.

Solutions need to recognise the diversity
of different markets.

Stakeholders are looking for innovative, cost-effective ways to deliver consumercentric, technology-enabled “smart“ healthcare solutions, both in and out of
hospitals and including the provision of health insurance, in order to close the health
protection gap. Different strategies should apply to different markets given the wide
diversity across markets in Asia (and globally).

Insurers need to extend their role to make
the society more resilient.

Insurers are a key participant of the healthcare industry value chain. The role of
insurers, traditionally, has been limited to the financing part of the value chain and
collecting policyholder data for underwriting. Insurers need to extend their role from
data aggregator to user of data to develop relevant solutions, build consumer
awareness of the risks they face and so help them make informed healthcare-related
decisions. The detailed findings from the survey provide insights that insurers can
use in the pursuit of all these goals.

16
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Health protection gap estimation methodology
Our estimates of the health protection gap (HPG) were derived from a region-wide
consumer survey covering 12 Asian markets (China, Hong Kong, India, Indonesia,
Japan, Malaysia, Philippines, Singapore, Republic of Korea, Taiwan, Thailand and
Vietnam), covering more than 16 000 consumers. The survey gauged respondents’
views on current healthcare, stress caused by out-of-pocket (OOP) expenditure on
treatment, attitude and behaviour towards healthcare, importance of healthcare
services, awareness and ownership of medical insurance, future purchase intentions
and preferences for value-added services. The sample was broadly representative of
the population by country. All the respondents were aged 18 and above.

Assumptions
A key component of the HPG is that part of OOP expenditure that causes stress to
household finances. The level of stress depends on a combination of factors:
household income levels, out-of-pocket relative to this income level, and financial
preparedness. This study captures five scenarios to understand the level of stress
caused by out-of-pocket expenditure:
Table 2
Stress scenarios

Stress scenarios

Share of OOP than can stress the financial
position of the household

Cut discretionary/luxury spending

20%

Cut savings contributions

30%

Borrow money from family and friends

50%

Borrow money from bank

60%

Cut back on essentials

80%

Source: Swiss Re Institute

Formulas to calculate the health protection gap
Total size of HPG = [average HPG per household (HH)] * [total number of HHs]
Notional cost of non-treatment due to affordability reasons = [average of
estimated cost of forgone treatment] * [share of such respondents in the total
sample] * [total number of HHs]
̤̤ HPG per HH = [OOP expenditure on health per HH] * [severity score]
– OOP expenditure on health per HH = OOP expenditure per HH having
hospitalisation in past 12 months from survey adjusted for the total OOP
expenditure on health data from WHO
– Severity score is based on (1) income level of the household; (2) out-of-pocket
expenditure as percentage of HH income; and (3) stress caused by OOP
expenditure as reported by respondents (see Table 2)
– Total number of HHs sourced from government agencies and other statistical
authorities. The distribution by various demographic and socio-economic
attributes are based on estimates from this survey as well as secondary sources.
– Number of HHs hospitalized = [total number of HHs] * [hospitalization rate]
– Hospitalisation rate = Number of HHs hospitalized as percentage of total
number of HHs [data sourced/estimated based on information provided
statistical authorities,OECD and other secondary sources]
–A
 verage of estimated cost of forgone treatment calculated based on the
estimated cost of treatment reported by the respondents (if the treatment would
have been taken up)
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