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I Issues and Suggestions for the Activation of Pet Insurance

ABSTRACT

Despite the recent increase in demand for pet insurance, the market is
still inactive due to competing interests among consumers, insurers,
animal hospitals and veterinarians regarding current issues such as
standardization of treatment items and disclosure of medical records. To
activate pet insurance market, it is necessary not only for the government
to make efforts to establish infrastructure but also for insurance and
veterinary industries to strengthen their cooperation to encourage animal
hospitals to voluntarily participate in the insurance market. Insurers should
also respond to consumer demand to develop a variety of insurance
products and address the financial burden of premium payment.

1. Issues by Stakeholder regarding Pet Insurance Market

Recently, with the rapid increase in the number of pet owners, there is growing
needs to address the financial burden of veterinary treatment expenses. However,
only 0.8% of pets are currently insured, indicating that the demand for the
insurance is not effectively satisfied in the market. On the other hand, competing
interests among consumers (pet owners), insurers, animal hospitals, and
veterinarians regarding current issues such as constructing basic infrastructure and
disclosing medical records, have been hindering the growth of the pet insurance
market.

Firstly, a majority of consumers feel burdened by pet medical expenses. There are
also complaints about arbitrary veterinary clinic costs and opaque treatment
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management system. To alleviate the burden of pet medical expenses for
consumers, the pet insurance market needs to be activated. It is important to
secure the transparency of the veterinary care system and enhance consumer trust
by standardizing treatment items and issuing medical records.

However, veterinarians are concerned that disclosing medical records may pose a
risk of exposing veterinarians’ expertise and could make pet owners attempt to
treat pets on their own, as it is easy to purchase animal medicine at pharmacies.
Accordingly, relevant government branches and insurers should not only require
veterinarians to disclose medical records and treatment costs, but also devise
measures to minimize any negative impacts on them and provide incentives to
encourage cooperation from veterinarians.

Insurers offering pet insurance are facing difficulties in risk management and stable
operation due to lacking standardized medical data for pets. Some insurers attempt
to collect their own data by cooperating with electronic medical record (EMR)
companies, but the lack of clear legal grounds for the storage and use of animal
medical data makes it practically impossible to accumulate data without the
cooperation of the veterinary industry.

2. Suggestions for the Activation of Pet Insurance

To activate pet insurance, it is crucial to construct basic infrastructure, such as the
standardization of treatment items and accumulation of statistics. Currently,
standardization of treatment items in animal hospitals is gradually being carried out
focusing on major treatment items. After clear regulations on specific medical
procedures are established, the resulting medical expenses can also be standardized
accordingly. At this point, related stakeholders and government branches can
discuss the standardization of treatment items, aggregation of statistical data, and
incentive provision for the veterinary industry, and promote them in a market—friendly
way through cooperation between insurers and animal hospitals.
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There is a prevailing perception that pet insurance is expensive despite its high
deductibles and limited coverage, and there may also be moral hazard issues.?
Insurers need to expand and diversify the coverage of their products according to the
types, ages, and disease characteristics of pets, based on objective statistical
analysis of animal medical data. Along with this, it is necessary to provide benefits
such as premium discounts or rewards to low-risk policyholders to alleviate the
burden of premium payments. In addition, insurers need to establish measures to
control moral hazards, i.e. premium discounts, bonus—malus systems, and deductible
limits, by utilizing sufficient statistics in developing insurance products, in order to
enhance the viability of pet insurances.

Lastly, to further activate pet insurance and promote mutual development between
the insurance and veterinary industries, it is important to establish cooperation and
consensus among stakeholders. Also, occasions for communications to narrow
down the opinion gap should be continuously provided.

Kyungsun Kim, Research Fellow
sunnykim@kiri.or.kr

1) Pet insurance fails to provide sufficient coverage for costly and severe illnesses, whereas the coverage limit remains
the same for relatively minor illnesses. As a result, policyholders may claim insurance benefits based on the
maximum coverage limit, causing a moral hazard issue.
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