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This article summarizes the structure of China’s current social health insurance system and reviews the development status of
China’s private health insurance (PHI). China's medical security system is mainly composed of two parts: basic medical insurance
(BMI) and PHI. Among them, the BMI provides reimbursement of basic medical expenses for the insured persons according to
different proportions. PHI is a necessary supplement to the BMI and provides assistance to the insured persons in the event of illness
or accident. By having PHI, people can obtain medical protection outside the coverage of BMI. In the development of PHI in China,
the total medical cost is high and the insurance market size is large, but the proportion of PHI expenditure is low and the personal
burden is high. Through this Chinese case, it will be helpful for mutual development between Korean PHI and national health
insurance, for Korean insurance companies to enter the Chinese market, and for removing the medical burden on the people.
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Pr!vate health Private health insurance
insurance
Supplementary
) - role
Supplementary Supplementary health insurance Catastrophic medical insurance for urban and rural
health insurance for public officer (as benefit) residents
Basic medical Basic medical insurance . . .
. Basic medical insurance for urban and rural residents
insurance urban employee
f f f Social security
Urban employee Urban resident Rural resident
' : . Medical
Medical benefit Urban and rural medical support system benefit

Figure 1. The structure of China’'s multidimensional social health insurance system.
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Figure 2. Changes in the structure of basic medical insurance.
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Table 1. Differences in types of basic medical insurance in China
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Figure 3. The correlation between the level of development of basic medical insurance In China and economic development (2016-2018 average).
(A) Annual gross domestic product per capita. (B) Basic medical insurance penetration. (C) Basic medical insurance density. (Continued on next page).
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Figure 3. (Continued; caption shown on previous page).
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Table 2. Characteristics of basic medical insurance and private health insurance market [21,23,27-30]

Basic medical insurance

Private health insurance

Supply
Demand

Management

Dependency on country

Information asymmetry

Purpose

Insurance product

Premium

Insurance contribution

Insurance relation

Medical care

Distribution of medical services

Adverse selection

Moral hazard

Fixed supply (unification management of national institutions)
Compulsory, law of large numbers

Unification management of national institutions, non-profit
Dependent

Symmetrical

Promotion of social welfare

Limited type and no significant change

Price fixed or income related

Individual, employer and national share

Based on national law

By type of subscription

Relatively equal but reduced efficiency

Theoretically does not exist

Depends on coverage level, controlled through methods such as
service provision and waiting time adjustment

Large quantity on the supply (private insurance company)
Voluntary, uncertainty in the number of subscribers

Each insurance company is managed separately, for-profit
Dependent (government intervention by means such as tax benefits)
Asymmetric

Achieve maximization of corporate profits

Pluralistic and heterogeneous

Non-fixed price and related to health status and income level
Consumer purchase or purchased by an employer for an employee
Based on insurance contract

According to premium payment amount

Market decides and high efficiency

Very severe

Wide range of methods exist
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Figure 4. China’s total medical expenses and composition (2001-2019) [3,31].
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Figure 5. Share of private health insurance (PHI) in China’s health insurance system [3,31].
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Figure 6. China’s private health insurance (PHI) market share in private insurance market [31].
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