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® CEO Brief

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

Life Insurers and the Long—Term Care Market: Toward
a Mid-Priced Supply of Care

ABSTRACT

As Korea enters a super—aged society, life insurers are expanding into
the long—term care business and building high—quality care facilities in
urban areas. Because these facilities offer mostly premium rooms and
carry high land and financing costs, they are priced well above existing
ones, leaving a gap in the middle of the market. Developing this
segment calls for refining regulations so that mid—priced facilities can
emerge. Separating property ownership from operation would reduce
operators’ capital and financing costs, allowing lower prices. Linking
insurance products to long—term care services would let policyholders
cover care expenses, bringing this demand into the market.

1. Life Insurers’ Entry into the Long—-Term Care Business

In recent years, life insurers have expanded into the long—-term care business at an
accelerating pace, led mainly by companies affiliated with financial holding groups.
KB Life was the first to enter in 2016, followed by Shinhan Life in 2024 and by both
Hana Life and Samsung Life in 2025. Four insurers have now entered the market,

and others are weighing entry.

Entry has taken two main forms. Most insurers establish a dedicated subsidiary. The
other is to offer care as an ancillary business, as at KDB Life's day care center.
Because developing a facility takes substantial upfront capital, insurers within financial

holding groups have tended to move fast, given their stronger funding capacity.
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Insurers have concentrated their facilities in large metropolitan areas, where small
independent providers have struggled to enter and stay in business. There, insurers
have expanded the supply of high—quality, midsize to large care facilities. Demand
has been strong and has outpaced available supply, with some facilities reporting

waiting lists of several hundred applicants.

Insurer—operated facilities are positioned at the premium end of the market. Built
and run mainly around premium accommodations, meaning single and double
rooms, they are priced well above existing facilities. At insurer—operated facilities,
98.4% of bedrooms and 96.8% of residents are in single or double rooms, far above
the national average of 20.3%.1 Average monthly fees range from KRW 2.5 to 4.8
million, roughly two to four times those of existing long—term care facilities, likely

reflecting the cost of urban land and the interest on the loans used to finance it.

2. Policy Tasks

Korea's long-term care facility market is splitting in two, new high—priced facilities
and existing low-priced ones, with little quality provision in between. The
high—priced facilities are expensive to build and run. Urban land is costly, owning
the buildings ties up capital, and financing and operations carry risk. As a result, the
fees are affordable mainly to higher-income households. Extending quality care to
the middle—-income households would require refining regulations across finance,

real—estate, and insurance, so that insurers can serve the mid-priced market.

First, on the supply side, separating ownership from operation would ease insurers’

upfront capital and property burden. For now, insurers must own both the land and

1) Figures for insurer-operated long-term care facilities were compiled from relevant institutional websites, media reports,
and publicly available information from long-term care facility comparison platforms; figures for long—term care facilities
for older adults nationwide are based on Lee Yun—kyung et al. (2022), 2022 Long-Term Care Survey, Ministry of Health

and Welfare and Korea Institute for Health and Social Affairs.
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the buildings outright, which keeps urban facilities expensive to build. Options worth

exploring include lease—-based models, such as leasing privately owned sites or
taking on master leases, and real-estate financing vehicles like healthcare REITs
and long—term care infrastructure funds. Under either approach, insurers would take
part as care operators, investors, insurance providers rather than as property

developers or facility owners.

Second, on the demand side, linking insurance products to long—term care services
would help policyholders cover the cost of care, which typically arises well after
retirement. Mechanisms worth considering include paying part of death benefits in
advance, converting surrender values or annuity payments into care funding, applying
long—-term care insurance benefits to facility use, and setting up dedicated
care—expense payment accounts. Similar models already operate abroad and offer
useful references, though adapting them in Korea would require legal review

regarding inducement and referral rules.

Third, linking insurance products to affiliated long—term care services requires clear
safeguards for consumers. Such arrangements may improve access to care, but they
may also raise concerns about steering customers toward affiliated facilities, tie—in
sales, mis—selling, with older customers least protected. Supervisory standards
should therefore curb improper inducement and referral while still allowing
reasonable linked services, such as price discounts, information sharing, direct

payment of care expenses, and the option to receive benefits in kind.

In sum, supporting mid-priced facilities care services calls for a policy framework
that separates ownership from operation, links insurance contracts to long-term

care services, and sets clear safeguards for consumers.

Jaeyeon Lee, Research Fellow
jaeyeonl@kiri.or.kr

L] L]
]( I I Korea Insurance
Research Institute


mailto:kiri@kiri.or.kr

