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CEO Brief

CEO Brief is a report highlighting key current issues the insurance industry faces.

I Discussion on the Direction of Dementia Management
Policy and the Role of Insurance

ABSTRACT

In 2024, the number of dementia patients in Korea is estimated to
surpass one million and expected to exceed two million by 2038.
Despite proactive dementia management policies by the government,
the financial burden on individuals remains significant. Therefore, there
is a significant need for individuals to prepare for dementia and on long
term care risks through insurance, indicated by up to 16% enrollment
rate in private dementia and long term care insurance. It is challenging
to reduce individuals’ financial burden of dementia and long term care
solely through public support via social insurance so that it is
inescapable to strengthen the role of the insurance industry. The
insurance industry should consider a public—private partnership for
dementia and long term care services and seek the path of coexistence
with small business for nursing care services.

The Korea Insurance Research Institute held a seminar titled “Super-Aged Society,
Direction of Dementia Management Policy, and the Role of Insurance” on April 5,
2024, to examine dementia management policies in Korea and Japan and to explore
ways to strengthen the role of insurance industry. In this paper, we aim to
introduce the main contents!) of the seminar.

In Japan, as of 2020, the population aged 65 and above accounted for 29%, with

1) Please refer to the Insurance Research Institute’s website for the presentation material.

(https://wwuw.kiri.or.kr/seminar/dataList.do)
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an estimated 9.64 million dementia patients. Additionally, as the Dankai generation
enters middle-old stage, defined as 75 years and above, it is forecasted that the
number of dementia patients will reach up to 18 million by 2040. Japan has been
pursuing an aggressive national dementia policy in response to concerns about the
social costs of dementia, as well as the economic impacts, including reduction in
consumption and asset trades. Japan's dementia policy is a government-wide,
nationwide, comprehensive plan that covers all stages of dementia, with strategies
set by the central government and local comprehensive care systems implemented
by local communities. Insurance companies have played a complementary role in
dementia policy by developing dementia insurance products, providing dementia
prevention and early detection services, insurance contract-related services, and
support services for the trust system, and entering the long—-term care business.

In 2024, the number of dementia patients aged 65 and older in Korea is estimated
to be 1.05 million (with a prevalence rate of 10.5%), and with the aging population,
it is expected to exceed 2 million by 2038. Meanwhile, the proportion of informal
caregivers, aged between 40 and 50, is expected to decrease. In response to the
rapidly increasing number of dementia patients, starting from the first
Comprehensive Plan for the Dementia Management in 2008, South Korea has
announced the fourth Comprehensive Plan for the Dementia Management. The
fourth Comprehensive Plan for the Dementia Management has outlined specific
measures to support dementia patients to live safely and securely in their own
house by enhancing dementia management throughout the lifecycle and
establishing a system of coordinated infrastructure. It seems that efforts will be
needed to strengthen the linkage between medical and long-term care services,
improve the quality of medical and long—term care services, address overlooked
policy areas such as end—-of-life care and dementia education in schools and ensure
the continuity of policies.

Despite proactive dementia management policies, individuals still face considerable
financial strain. Long—term care insurance for the elderly is a representative policy
instrument for dementia management, with approximately 45%(458,618 individuals)
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of long—term care insurance beneficiaries being diagnosed with dementia and over
80% of facility services users suffering from dementia. Despite efforts to strengthen
coverage for dementia patients, the out—of-pocket expenses for long-term care
remain high. As of 2024, for the monthly out-of-pocket expenses of Grade
1 patients are 510,000 won for facility care, and 310,000 won for home care,
respectively. Over the past decade, these expenses have annually increased by an
average of 4.6% and 6.4%, respectively. Costs related to meal ingredients and the
use of single or double rooms are entirely borne by individuals as non—-covered
items. Furthermore, when using home care services, home visit care is capped at
a maximum of 4 hours per day, and any extra care required is solely the
responsibility of the individuals. Additionally, caregiver fees have increased by 9.8%
compared to the previous year. So far, the insurance industry has been
complementing the public safety net by meeting the demands for dementia and
long—term care insurance as well as urban care needs. As of 2022, approximately
7.99 million people have enrolled in private dementia and long term care insurance,
with a subscription rate of 15.5% of the total population. These plans gradually
expand their coverage in response to policies and demands, providing coverage for
diagnostic, treatment, and examination expenses, as well as out-of-pocket costs
and non-covered expenses under long—term care insurance.

It is challenging to reduce individuals’ financial burden of dementia and long—term
care solely through public support via social insurance. Thus, it is inevitable to
strengthen the role of the insurance industry. The insurance industry needs to
cooperate with public sectors for dementia and long—term care services, and seek
the path of coexistence with small business for nursing care services. Similar to the
cases of National Health Insurance and private indemnity medical insurance,
dementia management policies and the long—term care insurance system impact
the coverage and loss ratio of private dementia and long—term care insurance.
Additionally, private insurance can influence the behavior of policyholders and
nursing care facilities through income effects or reductions in service charges.
Therefore, close communication and cooperation between public and private sectors
are essential. The long—term care insurance for the elderly may have limitations in
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meeting diverse care needs of policyholders due to providing uniform services
based on fairness. Therefore, insurance companies could consider a public—private
partnership approach by including dementia and long—term care riders adding public
characteristics in private insurance products and providing incentives such as tax
deductions.

Yunah Song, Research Fellow
knuckleball@kiri.or.kr
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