
 

 

Insurance  

The role and contribution of 
ƛƴǎǳǊŀƴŎŜ ƛƴ bŜǿ ½ŜŀƭŀƴŘΩǎ 
healthcare  

 

The Financial Services Council NZ (FSC) is a non-

profit member organisation with a vision to 

grow the financial confidence and wellbeing of 
New Zealanders. In supporting financial 

confidence and financial wellbeing,  FSC and its 

members have identified that : 

New Zealanders are under -insured, and 

¶ would benefit from understanding more 

about insurance  ς particularly life and 

health insurance , 

¶ insurance benefits communities and 

government beyond the direct benefits to 

individuals and families, and  

¶ that insurance could play a greater role in 

bŜǿ ½ŜŀƭŀƴŘΩǎ healthcare system.

The Financial Services Council 

commissioned MartinJenkins to 

provide a n independent 

analysis of the role and 

contribution of the insurance 

ƛƴŘǳǎǘǊȅ ƛƴ bŜǿ ½ŜŀƭŀƴŘΩǎ 

healthcare system . 

For over 30 years 

MartinJenkins has been a 

trusted adviser to clients in 

the government, private, and 

non-profit sectors in 

Aotearoa New Zealand and 

internationally. Our services 

include organisational 

performance, employment 

relations, financial and 

econo mic analysis, economic 

development, research and 

evaluation, data analytics, 

engagement, and public 

policy and regulatory 

systems.  



 

 

 

Summary 

  

Demographic change and rising costs are placing New Zealand's 

public health system under growing pressure. Government health 

expenditure is projected to double by 2065, while demand for services 

continues to outpace funding. Against this backdrop, the Fina ncial 

Services Council commissioned MartinJenkins to independently assess 

the role private insurance could play in New Zealand's healthcare 

system.  

Around one -third of New Zealanders currently hold health insurance . A 

substantial proportion have health insurance through e mployer -based 

schemes. A smaller proportion hold life and trauma -related policies. 

Examining how private insurance products might complement and 

supplement existing public provision is increasingly important. It 

mirrors debates playing out across OECD countries where private 

contributions help moderate fiscal pressure.  

Any expansion of private insurance requires careful objective 

assessment. This report uses four criteria: efficiency, equity, fiscal 

sustainability, and feasibility.  

The central question is whether such a shift would genuinely grow 

system capacity and improve health outcomes or simply redistribute 

access while generating new inequities and costs.  

The answer depends significantly on the counterfactual. If the 

alternative is that funding is not spent on health at all, expanding 

private cover would likely improve overall outcomes based on 

international evidence.  

If the alternative is equivalent direct public investment, then the 

calculus shifts. Public spending directed into the healthcare system 

typically delivers more health gain per dollar than subsidising private 

insurance.  

Given the forecast fiscal constraints and growing health burden, this 

report examines the pros and cons ς and concludes that the case for 

exploring a greater role for private insurance is worth serious 

consideration.  
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In New Zealand, and globally, demographic changes are driving demand for health 

services. Public health systems are under increasing financial pressure  while the 

need for more and better healthcare grows  and gets more expensive. This poses 

the opportunity to consider the role of private insurances in the healthcare system.  

Over the past 50 years, the share of the population aged 65+ has doubled on 

average across OECD countries  and in only the next 27 years, the population aged 

80+ is expected to double ( Figure 1).1 

Figure 1. The share of the population  aged 80+ is expected to double on average across OECD 

countries  between 2023 and 2050  

 

 
 

Source: OECD. (2025). Health at a glance 2025: OECD indicators  

 

With o lder people mak ing up an increasing proportion of the population , health 

systems will need to adapt and strengthen to meet the growing and evolving 

demands of that ageing population.  
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While New Zealand is not immune to forces that have impacted other 

ŜŎƻƴƻƳƛŜǎΣ ǘƘŜǊŜ ŀǊŜ ǎƻƳŜ ŦŀŎǘƻǊǎ ǳƴƛǉǳŜ ǘƻ bŜǿ ½ŜŀƭŀƴŘΩǎ ƘŜŀƭǘƘŎŀǊŜ 

system:  

¶ Our (projected) population is growing in diversity , which means 

that prevalence of some health conditions and therefore demand 

for some health services will rise  

¶ Our physical distance from technology, capital, and other markets 

mean that health products and services can be more expensive 

than in economies that are closer to key health markets  

¶ Low population base and therefore low tax base  

 

As a result, the recent OECD report highlights that the average OECD country 

spend s 15% of government expenditure on health, and  projections suggest that 

spending will increase by 1.5  percentage points  by 2045 across the OECD 

economies. 1 

Figure 2. Under a base scenario, health s pending from public sources in 2045 is expected to 

increase by 1.5 percentage points as  a share of GDP 

Source: OECD. (2025). Health at a glance 2025: OECD indicators  
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The cost of healthcare to the New Zealand government is 

forecast to continue to rise  

The New Zealand Treasury  warns that these factors would see health expenditure 

rise from 7.1% of GDP now to around 10% in 2065 if policies were left unchanged. 2  

The Treasury long -term insights briefing notes that there are a range of pressures on 

the sustainability of fiscal policy in the coming decades, and the most significant 

long -term spending pressures are from a combination of healthcare and New 

Zealand Superannuation. 3 The Treasury have estimated that the ageing population 

has increased public expenses by 1% of GDP since 2017 , due to increased demand 

for health services as well as superannuation.   

Additionally, health infrastructure is ageing and not always well maintained. There 

are significant costs forecast for maintenance and asset renewal .4 As an input into 

the National Infrastructure Plan, NZIER modelled that investment requirements for 

hospital infrastructure alone would represent between 0 .4% and 1.2% of GDP 

annually ς which is four times more than New Zealand has been spending .5 Of the 

investment required, 55% is expected to be driven by the replacement and renewal 

of existing assets.  

¢ƘŜ ōǳƭƪ ƻŦ bŜǿ ½ŜŀƭŀƴŘŜǊǎΩ ƘŜŀƭǘƘŎŀǊŜ ƛǎ ǇǊƻǾƛŘŜŘ ǇǳōƭƛŎƭȅΣ ǇŀƛŘ ŦƻǊ ƻǳǘ ƻŦ ƎŜƴŜǊŀƭ 

taxation. As most tax occurs in midlife, but healthcare use tends to happen  later in 

life, the changing age structure combined with the rising cost of providing 

healthcare , creates a perfect storm of fiscal pressure  (Figure 3).  

Figure 3. Health expenditure rises by age, with the 80+ age group consuming the most  

 
Source: The Treasury. (2025a). He Tirohanga Mo kopuna ς Long-term Fiscal Statement 2025.  
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Government health costs are set to double by 2065  

People are living longer, but they are also spending more years in ill health. The 

costs of healthcare rise significantly as age increases. There are non -demographic 

cost drivers too, including technological expansion, workforce costs, and increased 

comple xity of care.  

Health spending is the second -largest area of government expenditure, but also 

ƻƴŜ ƻŦ ǘƘŜ Ƴƻǎǘ ŘƛŦŦƛŎǳƭǘ ǘƻ ǇǊƻƧŜŎǘΦ ¢ƘŜ ¢ǊŜŀǎǳǊȅΩǎ ŀƴŀƭȅǎƛǎ ǎǳƎƎŜǎǘǎ ǘƘŀǘ ƻƴ ŎǳǊǊŜƴǘ 

policies and in inflation -adjusted terms, health costs could more than double  from 

almost $4,000 on average per person now, to over $8,000 per person by 2065  

(Figure 4). 

Figure 4. Health costs could more than double from $4,000 per person now, to over $8,000 per 

person by 2065  

 
Source: The Treasury. (2025c). He Tirohanga Mo kopuna ς Long-term Fiscal Statement 2025  

Notes: 2009/10 dollars  

Both health and superannuation are expected to more than double. Interest costs would rise more than sixfold per 

person, becoming one of the largest areas of government spending. This is due to the compounding impact of 

higher debt levels over time . 

Increasing private contributions to health costs could moderate 

fiscal pressures  

¢ƘŜ ¢ǊŜŀǎǳǊȅ ǿŀǊƴǎ ǘƘŀǘ ƻƴ ŎǳǊǊŜƴǘ ǇǊƻƧŜŎǘƛƻƴǎ άŘŜōǘ ǊŜŀŎƘŜǎ ǳƴǘŜƴŀōƭŜ ƭŜǾŜƭǎέ.2(p29)  

Slowing down government expenditure in health could be achieved through : 

¶ health prevention,  

¶ increasing efficiency, and  

¶ increases to user pays. 2 

The Treasury Long-term Fiscal Statement 2025  includes a combination policy 

scenario to show how a mix of revenue and expenditure changes could support 

long -term fiscal sustainability. The illustrative scenario includes a reduction in the 

annual rate of health cost growth premised on a mix of efficie ncy, health 

prevention, and user pays. In the scenario, health spending would increase to 9.8% 

of GDP by 2065, rather than 11.2% as in the baseline scenario. 2 
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Voluntary and compulsory health insurance plays a significant 

role in many OECD economies  

About half of OECD economies principally finance healthcare through public  

finance, and the other main mechanism is some form of compulsory health 

insurance ς which can be managed through public or private entities. Voluntary 

health insurance also plays an important funding role in some countries.  

Understanding health expenditure by type of financing with a focus on voluntary 

health insurance shows New Zealand (2023 or nearest year)  is at the top half of the 

OECD but lower than Switzerland, Australia, Ireland, and Canada  (Figure 5). 

Voluntary health insurance only covered 5% of all healthcare costs across the OECD 

but  financed more than 10% of the total health budget in Canada and Ireland.  South 

Africa is the outlier with 45% of funding from voluntary health insurance.  

If countries are ordered by combined voluntary and compulsory health insurance , 

New Zealand is placed at the bottom of the OECD, between Canada and Australia. 

bŜǿ ½ŜŀƭŀƴŘΩǎ ŎƻƳǇǳƭǎƻǊȅ ƘŜŀƭǘƘ ƛƴǎǳǊŀƴŎŜ in Figure 5 refers to the Accident 

Compensation Scheme.  

Figure 5. Insurance plays a significant role in funding healthcare in some OECD countries  

  

Source: OECD (2025). Health at a glance 2025  

Notes: Countries included were OECD members when New Zealand joined the OECD. South Africa is included as 

it has the highest proportion of funding from voluntary health insurance. /ŀǘŜƎƻǊȅ άhǘƘŜǊέ ǊŜŦŜǊǎ ǘƻ ŦƛƴŀƴŎƛƴƎ ōȅ 

NGOs, employers, non -resident schemes and unknown schemes.  

All spending by private health insurance companies reported under compulsory health insurance.  

2. Latest available data from 2022.  
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Private health insurance plays different roles in countries 

depending on their financing framework  

In most OECD countries, healthcare financing is organised through government or 

social health insurance schemes. These schemes provide access to a set of public 

health services , which ensures a minimum set of health services is available to all 

resident individuals . 

Private health insurance is compulsory and/or serves a primary function in delivery 

and access to health services  in some countries, notably Netherlands and 

Switzerland, Chile and Germany . 

Private health insurance plays a secondary role in other jurisdictions , where p rivate 

insurance supplements, complements, and overlaps with public healthcare  (Figure 

6): 

¶ Supplementary: Offers protection for services that fall outside the scope of the 

public benefit package, as observed in countries like Israel and Canada.  

¶ Complementary: Assists with co -payments required for services included in 

the public benefit package, with examples including France and Slovenia.  

¶ Duplicate: Provides access to services from providers not covered by the 

public benefit package, allowing individuals to obtain care more quickly or to 

widen their choices of provider. This approach is present in countries such as 

Australia and Ireland.  

Figure 6. Private health insurance models around the world  

 

LƴǎǳǊŀƴŎŜ ƛǎ ƛƴǘŜƎǊŀǘŜŘ ƛƴǘƻ bŜǿ ½ŜŀƭŀƴŘΩǎ ƘŜŀƭǘƘŎŀǊŜ ǎȅǎǘŜƳ 

The OECD comparative analysis shows that healthcare financing for most 

ŜŎƻƴƻƳƛŜǎ ƛǎ ŀ ƳƛȄǘǳǊŜ ƻŦ ǇǳōƭƛŎ ŀƴŘ ǇǊƛǾŀǘŜ ǎƻǳǊŎŜǎΦ ¢ƘŜǊŜ ŘƻŜǎƴΩǘ ŀǇǇŜŀǊ ǘƻ ōŜ  

an optimal mix or solution for financing and healthcare delivery. Health systems  

are also path dependent, stemming from cumulative policies and adjustments  

over time. 6 
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In New Zealand, funding and delivery of healthcare services is split between several 

ministries and departments  but is primarily  via the Ministry of Health a and ACC, as 

well as employers (through employee assistance programmes and subsidised 

private insurance) a nd privat e insurance (Figure 7).    

¦ǎƛƴƎ ǘƘŜ ƘŜŀƭǘƘ ŦƛƴŀƴŎƛƴƎ ŦǊŀƳŜǿƻǊƪ ŘƛǎŎǳǎǎŜŘ ŀōƻǾŜΣ bŜǿ ½ŜŀƭŀƴŘΩǎ private 

health insurance market serves a secondary function and offers duplicate coverage 

ς providing provider choice , and the ability to access health services in a more time 

sensitive way (both faster and with greater flexibility) than offered in the public 

system. 
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a  Health New Zealand, Pharmac, MedSafe, the Cancer Control Agency, He alth Quality & Safety Commission, 

Health Research Council of New Zealand, and New Zealand Blood Service are considered as part of the 

Ministry of Health through Vote Health.  

Figure 7Φ LƴǎǳǊŀƴŎŜ ƛǎ ƛƴǘŜƎǊŀǘŜŘ ƛƴǘƻ bŜǿ ½ŜŀƭŀƴŘΩǎ ƘŜŀƭǘƘŎŀǊŜ ǎȅǎǘŜƳ 
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HEALTH INSURANCE LANDSCAPE 

¢ƘŜ wŜǘƛǊŜƳŜƴǘ /ƻƳƳƛǎǎƛƻƴ ŘŜŦƛƴŜǎ ŦƛƴŀƴŎƛŀƭ ǊŜǎƛƭƛŜƴŎŜ ŀǎ άǇŜƻǇƭŜ Ŏŀƴ ǿŜŀǘƘŜǊ 

ƭƛŦŜΩǎ ǎǘƻǊƳǎΣ ƻǊ ǳƴŜȄǇŜŎǘŜŘ ŦƛƴŀƴŎƛŀƭ ƘƛǘǎΣ ǿƛǘƘƻǳǘ ŦŀƭƭƛƴƎ ƛƴǘƻ ŘŀƳŀƎƛƴƎ ŘŜōǘέΦ7 The 

Commission recommends three ways to improve financial resilience ς insurance, 

emergency funds, and wills and enduring powers of attorney.   

Over a t hird of Kiwi have private health insurance  

In 2024/25, the New Zealand Health Survey 8 showed that over 1.5 million adults 

(1,519,000 or 35% of adults) indicated they had private health insurance.  

Additionally, 29% of children were insured.   

Health insurance coverage has been relatively static over the last 10 years ( Figure 

8).8 LƴǘŜǊƴŀǘƛƻƴŀƭƭȅΣ bŜǿ ½ŜŀƭŀƴŘΩǎ ǇǊƛǾŀǘŜ ƘŜŀƭǘƘ ƛƴǎǳǊŀƴŎŜ ŎƻǾŜǊŀƎŜ ǎƛǘǎ ōŜƭƻǿ ǘƘŜ 

OECD average (Figure 9). The OECD do not include New Zealand in its insurance 

indicators dataset , so it is not clear to what extent insurance is costly in New 

Zealand relative to OECD averages  and therefore one of the reasons why coverage 

could be lower . However, other OECD analysis shows that New Zealand 

experienced one of the highest  insurance policy price growth rates across the 

OECD in 2024 (Figure 17).  

Figure 8. Around a third of Kiwi have private health insurance and the rate of insurance has stayed 

relatively the same over the last 10 years  

Source: Ministry of Health. (2025). New Zealand Health Survey 8 
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Figure 9. New Zealand is below the OECD average for private health insurance coverage in 2023 -24  

Source: OECD. (2025). Health at a glance 2025. 1 

Notes: They exclude primary private insurance coverage, which exists in Germany, Switzerland and the United 

States. 1. Latest data from 2022. 2. Latest data from 2019.  

Employers play a large role in private health insurance provision  

The type of policy holder has remained broadly the same over time. In 2025, 5 7% 

were individual policy holders  and 43% were covered under a group scheme 

subsidised by an employer or other scheme sponsor  (Figure 10). The remainder 

(11%) had exited a policy that was previously subsidised by an employer and took  

out  an individual policy.  

Figure 10. 43% of those insured are covered through an employer scheme   

Source: Financial Services Council Health insurance member dataset  

Notes: Data for year ending 31 December.  

Voluntary top -ǳǇǎ ŀƴŘ ŦŀƳƛƭȅ ŀŘŘƛǘƛƻƴǎ ŀǊŜ ƛƴŎƭǳŘŜŘ ƛƴ άƎǊƻǳǇέ 
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an individual  
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Employer -based private health insurance explains high levels of 

private coverage in some jurisdictions  

A 2022 OECD report identified that there were financial incentives in place for 

employers to actively promote health and wellbeing at work , through insurance, tax 

credits, and subsidies and grants. 9 In part, this has led to high levels of coverage in 

some jurisdictions.  

Compulsory employer and employee contributions to health insurance exist in 

France, Germany, Japan9, Netherlands 10 and in Belgium 11. While employers in the US 

are required to provide health insurance coverage for employees, only about 55% 

of the US population receive employment -sponsored health insurance. 9 

Ireland  

In 2024, 46% of people in Ireland had health insurance. 12 In the 2023 two -yearly 

review of private health insurance in Ireland, a survey of those with health insurance 

found that the most common main reason for having health insurance was because 

it was offered with employment  ς 19% of those surveyed .13 The next most common 

ǊŜŀǎƻƴ ǿŀǎ άƛƴŀŘŜǉǳŀǘŜ ǎǘŀƴŘŀǊŘ ƻŦ ǇǳōƭƛŎ ǎŜǊǾƛŎŜǎέ ǿƛǘƘ мо҈ ƛƴŘƛŎŀǘƛƴƎ ǘƘƛǎ ŀǎ 

their main reason why they had health insurance.  

In Ireland there are financial incentives for medical insurance (health insurance 

and/or dental insurance) paid by an employer. When insurance premiums are paid 

by an employer, it creates a taxable benefit in kind (BIK)  in the same manner as 

fringe benefit tax (FBT) in New Zealand. However, in the Irish tax system, employees 

can claim Medical Insurance Relief ς 20% of the cost of the policy, up to a maximum 

credit of EUR 200 for an adult and EUR 100 for a child. 14 

Canada 

Employers in Canada commonly provide private health insurance as an employee 

benefit. 9 Employer i ncentives for premium payments or contributions to private 

health insurance plans are generous. Employer contributions to plans that meet all 

the conditions of defined Private Health Services Plans are considered a non -taxable 

benefit 15 meaning that it is effectively a significant tax subsidy.  

In 1993, the Quebec government removed the exclusion of employer contributions 

to supplementary health insurance from taxable income. However, in all other 

provinces and at the federal level the tax subsidy remained in place. A study 

examining the effects of this policy change found that the removal of tax subsidies 

for employer -provided private health insurance led to a 18-19% decrease in 

workplace coverage .16 The change also led to a  more pronounced reaction from 

smaller firms (those with less than 20 employees) . Smaller firms had a 19-26 

percentage point reduction in coverage , compared to a 6 -7 percentage point 

reduction in firms with more than 500 employees. The author sugges ts that the 

administrative gains in providing group insurance plan s for smaller firms would likely 

be small , in the absence of a tax subsidy. 16  

New Zealand  

New Zealand currently applies FBT to benefits supplied to employees or 

shareholder -employees. This includes : 

¶ Sickness, accident, or death benefit fund s 

¶ Life, pension, personal accident, or sickness insurance polic ies 

¶ Friendly society insurance fund s chemes 
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¶ Funeral trusts. 17,18 

The Financial Services Council (FSC) has been advocating for the removal of FBT on 

employer -provided health and life insurance to ensure that employees can benefit 

from better health insurance and life insurance coverage.  

Two-thirds of policy holders have major medical health 

insurance  

The types of policies held have largely remained unchanged in the last few years. 

Most policies are for major medical coverage, such as surgery and medical 

hospitalisations (and associated specialists and diagnostic testing)  (Figure 11). 

Figure 11. Major medical coverage is the most common policy  

Source: Financial Services Council Health insurance member dataset  

Notes: Data for year ending 31 December.  

Comprehensive: major medical policies combined with minor medical coverage .  

Major medical: Cover for major treatments (surgery, medical hospitalisat ion) and optional specialists and 

diagnostic testing. Excludes GP, dental, optical, ancillary .  

Minor medical: reimbursement for GP, dental, optical, ancillary  

 

Other insurances are available  in circumstances not covered by 

ACC or private health insurance  

Other insurance products are available ς such as life, trauma, total and permanent 

disability, and income protection insurance ς that intersect with the broader health 

system. 

Life insurance penetration , measured as a percentage of GDP, in New Zealand is 

well below the OECD average ( Figure 12). This indicates that the sector is relatively 

small, but  is also a function of bŜǿ ½ŜŀƭŀƴŘŜǊǎΩ ǊŜƭƛŀƴŎŜ ƻƴ !// ǘƻ ƳƛǘƛƎŀǘŜ ǎƻƳŜ 

risks that would otherwise be part of the life insurance sector. 19   
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Figure 12. Life insurance penetration , total premiums as a percentage of GDP, is low in New Zealand 

at 0.8% compared to the OECD average of 3.5%   

 

Source: OECD. (2025). Global insurance market trends 2025 .20 

Notes: All data is for 2024 except New Zealand which relies on data from 2021. 

 

A recent survey of New Zealanders by the FSC found that most had car insurance, 

but life, health, and other insurances were less common ( Figure 13).21 

Figure 13. New Zealanders are more likely to insure their possessions than themselves  

Source: Financial Services Council. (2025). Money & you: Valuing belongings over ourselves 21 

Notes: Based on data from a survey conducted by CoreData in February 2025 of 2,005 adults who are 

representative of the New Zealand adult population.  
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There is a small market for life insurance in New Zealand  

FSC data shows that in 2025, 33% of New Zealand ers had life insurance , falling from 

35% in 2024. In terms of the type of products that Kiwi are using, life (term or 

accidental death insurance policies ) was the most common, with trauma /critical 

illness the next most common  (Figure 14). Only 6% have income protection 

insurance. 

Figure 14. bŜǿ ½ŜŀƭŀƴŘŜǊΩǎ ƳƛȄ ƻŦ ƭƛŦŜ ƛƴǎǳǊŀƴŎŜ ǇǊƻŘǳŎǘǎ has remained broadly the same, in the last 

five years 

Source: Financial Services Council Life insurance member dataset  

Notes: Data for year ending 31 December.  

Some members have multiple life insurance products and will be counted in each product category  

Employers also play a substantial role in life insurance  coverage  

Employers also play a key role in life insurance cover with about 12% of people 

accessing life insurance through group cover  in 2025.b 

 

 
b As provided by Financial Services Council.  
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KEY PUBLIC POLICY CONSIDERATIONS 

Private insurance complement s and supplement s current system 

settings  

The key public policy considerations are the potential impact of greater use of 

insurance and whether it improves access, equity , and outcomes for New 

Zealanders. The summary case for and against is set out below , informed by 

desktop review of the evidence.  

The primary  case for private insurance:  

¶ Private health insurance could  expand total system capacity by creating a 

parallel funding stream, reducing pressure on public waiting lists, and may 

correlate with greater elective surgery throughput than New Zealand's more 

constrained public system.  

¶ It could offer  greater  consumer choice over timing and use of specialists, 

provide some fiscal relief as populations age, and allow those willing to pay to 

access faster care without (in theory) disadvantaging others.  

This is considered alongside the primary  case against private insurance:  

¶ Greater use of p rivate insurance could compromise equity by creating 

differential access based on ability to pay, and in workforce -constrained 

systems like New Zealand , the central argument is that every hour a specialist 

spends in private practice is an hour not available to public patients.  

¶ Greater dependence on insurance could increase the risk of adverse selection, 

may require substantial public subsidy (usually via the tax system) to remain 

viable, and could generate administrative overhead that doesn't exist in single -

payer systems . 

¶ There is also some concern that greater use of insurance may allow private 

providers to άcherry pick έ elective work while public hospitals retain complex 

cases, emergencies, and teaching burdens.  

We assess choices against policy criteria  

Overall, the judgement is whether a policy change would improve health outcomes 

in New Zealand across four key criteria:  

1. Efficiency  ς Does increasing the role of private health insurance as a funding 

source expand total system capacity and reduce waiting times, or just 

redistribute access?  

2. Equity  ς What are the distributional effects? Who benefits, who's unaffected, 

who might be worse off (for example, through workforce diversion)? How does 

this intersect with broader population health objectives?  

3. Fiscal sustainability ς What  is the net cost to the Crown after accounting for 

any offset in public utilisation? Is this good value compared to alternatives?  

4. Feasibility  ς Political economy, implementation complexity, path (what would 

have to change )? What could we learn from others?  

     
Policy criteria:  

¶ Efficiency  

¶ Equity  

¶ Fiscal sustainability  

¶ Feasibility  
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The case depends significantly on the counterfactual.  

If the alternative is the funding isn't spent on health at all, expanding 

private cover through insurance would likely lead to better overall 

health outcomes.  

If the alternative is equivalent investment in public capacity (as a fiscal 

opportunity cost) then the policy argument shifts , and the case for 

direct public investment yields more health gain per dollar than 

subsidising private insurance.  

Because of the forecast constrained fiscal environment and the 

growing health burden . considering the case for greater use of private 

insurance in the health care system is an option worth exploring.  
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EFFICIENCY 

Private insurance allows people to access a wider range of health services than they 

would otherwise, and services to suit need, preferences, and perceive d quality and 

outcomes.  Does increasing the role of private health insurance as a funding source 

expand total system capacity and reduce waiting times?  

Some studies find better health outcomes , more timely care, 

reductions in waiting time, and improvements in service quality 

are derived from greater access to private insurance  

A matched sample (by demograph ic and clinical  characteristics a s well as hospital 

characteristics) study of private and public funded patients undergoing 

percutaneous coronary intervention c in New South Wales , Australia found that 

private patients had lower rates of in -hospital mortality than public patients. 

Researchers also examined length of stay  and rates of hospital -acquired 

complications and found no significant differences  between the two groups.  

Notably, r emoteness and relative socioeconomic disadvantage were also 

considered and did not account for the difference between publicly funded care 

and private insurance care.  

This is in line  with an older study into private health insurance by the OECD that 

indicated that private health insurance can lead to better access to more timely 

care and improve the quality of life of those who would otherwise have lengthy 

wait times for treatment. 22  

A more recent study into wait  times in Victoria, Australia concluded that a one 

percentage point increase in private health insurance coverage led to about 0.34 

days (or 0.5%) reduction in waiting times in public hospitals on average. 23 However, 

the researchers warned that while the result is statistically significant , its practical 

effects are small. The effect of increases in private health insurance coverage leads 

to increases in private patients and  reduces the volume of public patients. As 

specialist physicians in Australia (and New Zealand) work across public and private 

sector , this means that specialist physicians allocate more time  to treating private 

patients, reducing their availability in public settings. This aspect is further 

discussed in the section on fiscal sustainability starting from page 25. 

Another study in Australia concludes  that private health insurance is correlated with 

improve d health , but this was mostly due to healthier people purchasing private 

hospital insurance .24 The researchers also note the limiting factor of specialists 

working in both the private and public sectors.  

Improvements in health service quality (but also increases in prices consumers pay) 

have also been found in a couple of studies, based on reforms that  introduced more 

competition in the health services market .25,26 !ǊƎǳŀōƭȅ ƛƴ bŜǿ ½ŜŀƭŀƴŘΩǎ health 

landscape those studies are not comparable as private health insurance access and 

use tend to lead to faster access to care , ōǳǘ ŘƻƴΩǘ ǳǎǳŀƭƭȅ lead to greater choice in 

provider. We do not canvas those studies further for this report.   

 
c  Percutaneous coronary intervention (PCI) is a minimally invasive procedure used to treat narrowing of the 

coronary arteries of the heart found in coronary artery disease.  
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But other research findings are mixed  

¢ƘŜ h9/5Ωǎ ƻƭŘŜǊ ǎǘǳŘȅ ŦƻǳƴŘ ƴƻ ŎƭŜŀǊ ŜǾƛŘŜƴŎŜ ǘƘŀǘ ǿŀƛǘƛƴƎ ǘƛƳŜǎ ŀǊŜ ǊŜŘǳŎŜŘ in 

the public health system due to more private health insurance .22 That same study 

found only weak evidence that private health insurance is related to delivery of 

high -quality care. The OECD go on to state that this is partly a function of policy 

settings, for example, regulatory and financial incentives for insurers to influence 

quality of care, consumers wanting access to individual choice, and insurers not 

wanting to add other sources of influence on decisions over appropriateness of 

care.  

A recent Australian study found that, in the context of encouraging private health 

insurance to reduce pressure on the public hea lthcare system, the use of premium 

subsidies and tax penalties do esƴΩǘ ƘŀǾŜ ǎǳōǎǘŀƴǘƛŀƭ ŜŦŦŜŎǘǎ ŦƻǊ ƘƛƎƘ-income earners  

ς as insurance premiums are a relatively small fraction of income and rebate 

reductions would not cause financial stress. 27 The researchers recommend targeting 

private health insurance benefits toward lower income earners as a more efficient 

way to reduce government expenditure.  There are important behavioural lessons to 

be learnt her e (and in other studies 28) in designing any private insurance 

intervention :27 

¶ General consumer inertia . People tend to set -and-forget  ŀƴŘ ŘƻƴΩǘ ǳǇŘŀǘŜ ǘƘŜƛǊ 

policies over time . 

¶ Tax penalties and rebates, and insurance price differences, can be difficult to 

understand so that individuals ǿƻƴΩǘ ƴŜŎŜǎǎŀǊƛƭȅ ŎƘƻƻǎŜ Ǉƭŀƴǎ ŀƴŘ ǇǊƛŎŜǎ, and 

apply for rebates and subsidies, that would benefit them.  

¶ Rebates that are tagged to retirement age tend not to influence take up of 

private health insurance. 28 The rebates become a wealth transfer to older 

people who already have insurance.  

There are concerns that private health insurance leads to cost -

shifting  

A couple of studies in New Zealand conclude that private health insurance leads to 

more cost in the public health care system. Using data from the New Zealand Health 

Survey, Blumberg 29 concludes that private health insurance imposes a cost of $40 

million to $100 million on the health system (in 2006 dollars).  

A more recent study found that a small proportion of private health insurance -

funded care  led to a subsequent admission to a public hospital within seven days of 

discharge ς 2%.30 While this is a small percentage, the researchers estimated that 

this would amount to  an additional  $11.5 million in cost to the public system, with a 

medi an cost of $2,800  per event . This is consistent with other studies which 

indicated that cost -shifting is relatively small. 22 

Researchers in the US examined the interactions between public health insurance , 

private individual health insurance, and employer -provided health insurance. 31 They 

highlighted that designing insurance, labour market, and health policy should not 

be done in isolation. By integrating policies through sharing of risk , their modelling 

suggested that public costs would be reduced and household s would benefit .  

The paper recognised that different groups of people are largely separated into 

different insurance risk pools:  

¶ Higher -skill, higher -income workers tend to be in employer -funded plans  
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¶ Lower -income workers and non -workers are more likely to be on Medicaid  (in 

New Zealand this would be equivalent of no private health insurance and using 

public healthcare)  

¶ Individual insurance bought though Accordable Care Act  exchanges for those 

in between  (private health insurance) . 

The policy tested was cross-subsidising or partially cross -subsidising employer -

funded plans and private health insurance plans , so heathier and less healthy people 

were pooled together more evenly. The model found that:  

¶ Most households would be better off  

¶ Government spending on health insurance falls, even while households benefit  

¶ The share of uninsured people falls slightly  

¶ Full-time employment rises slightly.  

Insurers also offer preventative interventions which can reduce 

demand for public health care services  

There are considerable methodological issues in isolating the effects of insurance on 

preventative health care and health outcomes. 32 This is because people without 

insurance differ from those with insurance  on many characteristics including 

demographics, health behaviours, socio -economic status, propensity to use 

healthcare, and health status.  

In the US, various randomised controlled trials (RCTs, seen as the gold standard of 

methods in programme evaluation) on the effect of the expansion of public health 

insurance programmes (such as Medicare, Medicaid, and the Affordable Care Act) 

ǇǊƻǾƛŘŜ ƛƴǎƛƎƘǘ ƛƴǘƻ ƛƴǎǳǊŀƴŎŜΩǎ ƛƳǇŀŎǘ ƻƴ (preventative) healthcare usage and 

health outcomes. One such study examined the impact of coverage on the 

previously uninsured and found strong evidence that public health insurance 

increased the use of some preventative services  (such as cholesterol screening, Pap 

tests, prostate -specific antigen screening, and mammography)  and improved self -

reported health. 33  

A study of rural and low -income adults in the US also found that public health 

insurance led to increases in preventative care. 34 

A systematic review of chronic disease prevention programmes implemented by 

private health insurers  found that preventative interventions fell into four 

categories:  

¶ Financial incentives  

¶ Health coaching  

¶ Wellness programmes  

¶ Group medical appointments . 

While the peer reviewed literature from the US, South Africa, Australia, and 

Germany varied in the types of outcome measures used  and to determine the 

effects of different types of interventions, most studies reported improvements in 

outcomes such as increase in healthy eating, physical activity, and lower hospital 

admissions. The main moderator of outcomes was duration of the programmes, that 

is, interventions that were longer (at least 2 years) had better outcomes and 

outcomes were sustained for longer, than those that were shorter in duration. 35 
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EQUITY 

Private insurance enables many Kiwi access to privately funded 

health services  

In countries that have private health insurance markets, a key challenge is access to 

coverage. Higher -risk and low -income individuals face difficulties accessing and 

affording policies, in the absence of, or with little, regulation .22 

But the privately insured tend to be higher educated, have 

higher incomes, be European, and middle -aged  

People living in the least deprived neighbourhoods were more likely to have private 

health insurance than people living in the most deprived neighbourhoods (49.1% vs 

18.1% for adults) (Figure 15).8 

Figure 15. Those with private health insurance tend to be older, richer, and European or Asian  

 

  

 

 

Source: Ministry of Health (2025) New Zealand Health Survey 8 
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return -to -work benefits do not just stem from private health insurance but also life 

insurance. Life insurances (including income protection, trauma, and disability 

insurance) provided financial buffers that enable beneficiaries to return  to  work 

sooner  than they would otherwise without insurance  (see box below, for an 

example of an Australian life insurer Ωs efforts in product development and improving 

return -to -work outcomes) . 

Understanding the lived experience of return -to -work for cancer 

survivors to inform life insurance products  

Hannover Life Re Ƙŀǎ ŀ ǊŜǎŜŀǊŎƘ ŎƻƭƭŀōƻǊŀǘƛƻƴ ǿƛǘƘ DǊƛŦŦƛǘƘ ¦ƴƛǾŜǊǎƛǘȅΩǎ 

Centre for Work, Organisation and Wellbeing (WOW)  (Queensland, 

Australia). The two organisations released in 2004 a scoping review of 

return -to -work of cancer survivors  from Griffith University .37 

A study in 2018 of l ost productivity due to cancer in Australia 

ŜǎǘƛƳŀǘŜŘ ǘƘŀǘ !ǳǎǘǊŀƭƛŀΩǎ D5t ƛǎ ǊŜŘǳŎŜŘ ōȅ ŀǇǇǊƻȄƛƳŀǘŜƭȅ ϷмΦт ōƛƭƭƛƻƴ 

due to the estimated number of Australian adults of working age with 

cancer who were not in the labour force. 38 

The scoping review examined 320 peer -reviewed journal articles 

published between 2013 and 2023  to understand what  would support 

better return -to -work outcomes for cancer survivors, particularly the 

development of insurance products and services that could be tailored 

to their needs.  

A study in the US of the National Health Interview Survey from 2008 and 2017 

focused on the return -to -work and financial outcomes of patients who had 

sustained trauma requir ing hospitalisation. 39 Other than shorter length of hospital 

stay and higher education level, priva te health insurance was associated with higher 

rates of return -to -work. Financial resilience and stability appear to play a role in 

return -to -work .  

The use of community rating and zero -rating regulatory tools 

level the affordability playing field  

! ƪŜȅ ŦŜŀǘǳǊŜ ƻŦ !ǳǎǘǊŀƭƛŀΩǎ ǇǊƛǾŀǘŜ ƘŜŀƭǘƘ ƛƴǎǳǊŀƴŎŜ ƛƴŘǳǎǘǊȅ ǎŜǘǘƛƴƎǎ ƛǎ ǘƘŀǘ ƛǘ ƛǎ 

community rated. This means that the same premium is charged for the same 

ǇǊƻŘǳŎǘ ǊŜƎŀǊŘƭŜǎǎ ƻŦ ƛƴŘƛǾƛŘǳŀƭǎΩ ŎƘŀǊŀŎǘŜǊƛǎǘƛŎǎΣ ŦƻǊ ŜȄŀƳǇƭŜ, health, age  (or other 

risk factors) , or likelihood to claim. Insurers ŀƭǎƻ ŎŀƴΩǘ ǊŜŦǳǎŜ ǘƻ ƛƴǎǳǊŜ ŀƴ ƛƴŘƛǾƛŘǳŀƭ 

for pre -existing conditions . A system of risk equalisation underpins community 

rating . Because insurers are not allowed to risk rate premiums, risk equalisation 

partially compensates insurers with a riskier demographic profile by redistributing 

money from those insurers paying less than average benefits to those paying higher 

than average ben efits. 40 

But community rating risks adverse selection , so Lifetime Health Cover  (LHC) was 

introduced to the Australian system in July 2000. This penalises people who take up 

private health insurance after age 31. The combination of LHC  as well as the 

Medicare Levy Surcharge and community rating has led to more people taking up 

private health insurance at younger ages .41  

Community rating or zero -rating is also used in Ireland and South Africa.  
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Private insurance providers have reported improved health 

ƻǳǘŎƻƳŜǎ ŦƻǊ aņƻǊƛ  

Lƴ нлмуΣ ƴƛō ǇŀǊǘƴŜǊŜŘ ǿƛǘƘ bƎņǘƛ ²Ƙņǘǳŀ nrakei to provide universal insurance for 

ŀƭƭ ƘŀǇǹ ƳŜƳōŜǊǎ ς Tohu Toi Ora programme , including : 

¶ !ǳǘƻƳŀǘƛŎ ŎƻǾŜǊŀƎŜ ŦƻǊ ƳŜƳōŜǊǎΩ ǇǊŜ-existing conditions  

¶ No co -pay, reducing financial burden  

¶ A range of services such as primary care, specialist care , and cover for major 

surgical and medical treatment in private hospitals.  

From research nib commissioned from Nicholson Consulting, in 2020, Toi Ora could 

lead to:  

¶ 321 fewer avoidable hospitalisations for iwi members,  

¶ 657 more iwi members with access to primary healthcare, and  

¶ 15 fewer iwi members with cancer. 42 

ImpactLab 43 estimated a  social return on investment of $2 for every $1 spent in 2023 

on Toi Ora ς creating $10 million in social value.  

The research on whether private health insurance hinders or 

supports equity is also mixed  

The Treasury warns that moving towards higher private contributions could impact 

on people on low incomes or those with chronic health conditions and reduce 

access to primary healthcare which can shift costs to more expensive parts of the 

health system. 2 In Australia, there were concerns from  those living rurally in 

incentivising private health insurance as they could not easily access the services. 44   

While community rating in Australia levels premium prices for all, there are still out 

of pocket payments. Various studies and reports note that for Australian private 

health insurance, policies can contain excesses, co -payment, and exclusions. 45 

Additionally, those insured often must cover gap payments and the average gap 

payment has increased to levels that have been deemed to be unaffordable.  

A New Zealand study finds that privately funded surgery did not take demand 

off the public system  

In New Zealand, a study evaluat ed equity of provision of surgery for those receiving 

elective joint replacement, prostatectomy, or cataract surgery through private and 

public channels. 46 The study noted geographical disparities, that is, regions with 

lower rates of publicly funded surgery had higher rates of privately funded sur gery. 

But high private provision was not associated with better access to publicly funded 

surgery. That is, the assumption that more surgery done privately takes demand off 

the public system did not hold.  The researchers do note that there is a limited 

supply of doctor s and nurses in New Zealand and elsewhere, and this has been 

found to be the most significant factor in waiting times.   

Studies in the US find that expanding public healthcare insurance coverage to 

priority groups improves use and health outcomes  

Various studies in the US have found impacts on equity . While  caution is warranted  

as the public health care system differs considerably, it does give insight as to what 

might occur when private  health insurance  access is expanded to more vulnerable 

communities.  Using difference -in-differences analysis (that is, looking at the average 

difference between outcomes before and after treatment of a treatment group 
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compared to a control group), a few studies have found that health insurance 

improved access to care, self -reported health, and reduced mortality. Importantly 

effects were stronger in low -income counties and in minority groups. 32 

Using other research method approaches, positive effects were found for US  low -

income and  rural adults  accessing private health insurance , such as large increases 

in service use ς outpatient visits and inpatient stays, but no effect on emergency 

department use. 34   
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FISCAL SUSTAINABILITY 

¢ƘŜ ǊŜǎŜŀǊŎƘ ǎƘƻǿǎ ǘƘŀǘ ǘƘŜ ŀƴǎǿŜǊ ƛǎƴΩǘ ŎƭŜŀǊ Ŏǳǘ as to the fiscal effect of private 

insurance. 

Australian data and research suggest that  life insurance has a 

role in individual financial resilience which can have positive 

flow on  benefits to Crown accounts  

In Australia, an examination of the expenditure related to work disability finds that 

life insurances bear significant costs and are complementary to public expenditure  

(Figure 16).47 While social security  accounts for 23% of total income support , life 

insurance is the second largest category at 12%  or $4.4 billion.  The researchers 

noted that life insurance systems were the next largest to social security in terms of 

both volume and expenditure.  Life insurance providers also offered services that 

were available through the public system, such as return -to -work, help finding a job 

or employment, and case management.  

Figure 16. Estimated total expenditure on income support , AUD$ millions, 2015/16 

 

Source: Collie et al 47 

NMG Consulting argues that life insurance should be considered a community good 

where there are second -order benefits to friends, family, business partners, and co -

workers. These are realised through the avoidance of strain on support networks 

and social c onnections due to death, disability, or illness. Because benefits are only 

realised to their potential if there is scale , but the population is generally under -

insured, it is stated that government should have a role in provision. 48   

Bringing these two strands together, MetLife Australia has articulated  the value that 

individuals, the economy, and government receives from life insurance .49 The 
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framework used in this industry -led work is helpful when analysed within a N ew 

Zealand context:  

¶ Individuals: improved health, work, and financial security.  

­  Financial security: life insurance premiums are significantly less than how 

much individuals would need to save to reach $500,000 of cover. Income 

protection payments provide households with payments over and above 

social security disability benefits . 

­  Work: income protection claims include return -to -health and rehabilitation 

tools to support recovery. ¢ƘŜ ǎǘǳŘȅΩǎ data found that between 2018 and 

2020 , claims that were referred to a  programme with a n external 

occupational rehabilitation provide r had the following outcomes :49 

Á 35% of customers returned to work  (note that under ACC, in January 

2026 35.7% of clients ret urned to work or independence within 28 

days. ACC has a target to  increase this to 37% by the end of the 

calendar year 50). 

Á 55% of customers achieved an upgrade in work certification from 

their GP 

Á 70% of customers achieved an improvement in their 

functional/health status.  

­  Work: High ret urn-to -work rates also means improved salaries and wages 

and KiwiSaver balances.  

¶ Economy: the life insurance industry helps economic growth and contributes 

ǘƻ ŀ ŎƻǳƴǘǊȅΩǎ D5tΦ In 2025, the broader finance and insurance industry in New 

Zealand comprised рΦс҈ ƻŦ bŜǿ ½ŜŀƭŀƴŘΩǎ D5t ς almost $16 billion  ς more than 

the agriculture, forestry, and fishing industry. 51 Various quantitative studies 

have shown strong relationships between life insurance and economic 

growth 52,53, that hold even in the periods after severe economic crises.  One 

study suggests that for OECD countries, a 1% increase in life insurance premia 

raises real GDP by 0.06% per year. Lee et al, 2013, as cited in 53 In another study, a 1% 

increase in total insurance penetration led to a 4.8% increase in economic 

growth per year .Han et al, 2010, as cited in 53  

¶ Government:  high return -to -work rates from life insurance mean that costs are 

diverted from unemployment benefits , disability support payments, and 

potentially from ACC.  In New Zealand, MoneyHub, using 2025 claims data from 

LifeDirect, found that 32% of income protection insurance claims over 2025 

were for mental health conditions. 54,54 While musculoskeletal injuries are still the 

leading cause of claims (38%), mental health claims are not far behind. This 

indicates that life insurances may be stepping in for both government social 

and health expenditure.  

Private health  insurance can also alleviate some of the fiscal 

pressure  on government  

In Australia, 2018 industry data showed that private  health insurance pa id for almost 

two -thirds of non -emergency surgery, 90% of day admissions for mental health care 

and 50% of all mental health admissions, 70% of joint replacements, 60% of 

chemotherapy , and 88% of retinal procedures .55 The regulation impact statement 

accompanying private health insurance reforms in Australia in 2018 indicated that 
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without initiatives to improve the affordability and accessibility of private health 

insurance, there would be:  

¶ Increased demand for services in the public hospital system  

¶ Greater pressure on Commonwealth and state funding for public hospitals  

¶ Impact on funding levels under the National Health Reform Agreement  

¶ Implications for contributions to public hospitals required from taxpayers. 55 

More recent analysis (2025  by the Australian Medical Association ) identified that 

Australian private health insurance providers and private hospitals were responsible 

for more than two in every three planned surgeries, and two out of every five 

hospital admissions. 56  

The Members Health Fund Alliance, representing ул҈ ƻŦ !ǳǎǘǊŀƭƛŀΩs private health 

insurers, have estimated that the funds contribute more than $21.8 billion to 

!ǳǎǘǊŀƭƛŀΩǎ ƴŀǘƛƻƴŀƭ D5t.57 This includes covering the cost of 6.4 milli on hospital bed 

days, 510,000 elective surgeries, and 37.8 million episodes of extra services such as 

dental, optical, physiotherapy, and psychology . 

In New Zealand, the last assessment (in 2016) of the economic contribution of the 

private health insurance sector concluded, conservatively, that fiscal savings 

generated by the sector were around $390 million per annum, which included 

regulatory costs of a private insurance market. 36 TDB Advisory concluded that : 

[Private health insurance] , on balance, benefits New Zealanders.  

These benefits arise through reduced waiting times  and increased 

output through fewer days off work, wider health coverage, greater 

consumer choice and the avoided deadweight cost of taxation 

(approximately $77 million per annum ). 

Some research suggests that it does not reduce public 

expenditure  

The older OECD (2004) study concluded that private health insurance  ƘŀŘ άƴƻǘ 

ǎƛƎƴƛŦƛŎŀƴǘƭȅ ŀǎǎǳƳŜŘ ŦƛƴŀƴŎƛƴƎ ōǳǊŘŜƴǎ ŦǊƻƳ ǘƘŜ ǇǳōƭƛŎ ǎŜŎǘƻǊέΦ22(p15) More recently, 

the AǳǎǘǊŀƭƛŀƴ aŜŘƛŎŀƭ !ǎǎƻŎƛŀǘƛƻƴΩǎ ό!a!ύ нлнр tǊƛǾŀǘŜ IŜŀƭǘƘ LƴǎǳǊŀƴŎŜ wŜǇƻǊǘ 

Card states that the private health insurance market  ƛǎ άƛƴŎǊŜŀǎƛƴƎƭȅ ŦŀƛƭƛƴƎ ǘƻ 

ŘŜƭƛǾŜǊ ǾŀƭǳŜ ŦƻǊ ƳƻƴŜȅέ56(p4) and insurance premiums have risen significantly, 

outpacing inflation and wage growth. Insurance premiums are rising while coverage 

is narrowing ς with most policies containing exclusions. In response, Private 

Healthcare Australia indicated that health ins urers are paying out more than ever 

before, and the average premium rise has been below the rate of health inflation 

against a backdrop of specialists charging more. 58 

Some arguments against incentives and penalties for private insurance highlight the 

fiscal cost of these policies , and that  the effects may be better stimulated through 

investing directly in public healthcare. Yang et al (2024) 23 state that while the 

Australian incentives appear to have led to a statistically significant decrease in wait 

times, the expenditure involved in policy interventions may achieve greater 

outcom es through more public healthcare investment.   
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Other analysis using OECD data finds that , holding everything else constant , there 

were  no efficiency gains in transitioning from a government -based healthcare 

service to compulsory insurance managed by private providers .59 In that study, 

efficiency was defined as levels of performance from an age -adjusted per capita 

healthcare budget. The evidence from the study suggested that increasing 

government funding in healthcare was associated with higher efficiency , rather than 

transitioning from one policy to the other . 

In New Zealand, outsourced elective treatments as a proportion of public -funded 

treatments has risen over time ς from 8.5% in 2011/12 to 19% in 2025/26. 60 Health 

NZ has panels in place for the delivery of 16 clinical specialties and elective 

treatment interventions ς including surgical, radiology, endoscopy, ophthalmology, 

and cardio procedures ς within private clinics. 60 These contracts enable public 

hospitals to meet demand and support meeting elective targets.  

To date, there has been no analysis undertaken of whether these private 

contracting arrangements are providing value for money over and above expanding 

public hospital provision. 60 

Studies of private health insurance preventative programmes 

have found reductions in healthcare utilisation and cost  

A systematic review of chronic disease prevention programmes provided by private 

health insurers found a few  studies that specifically examined healthcare cost :35 

¶ A US study of integrated medical crisis  counselling straig ht after a distressin g 

diagnosis ( that is , cancer , heart attack , diabetes ) found , compared to a 

standard care control group , overall less mental heal thcare  utilisation and 

therefore diversion of costs from the public healthcare system. 61 There were 

small sample sizes so the results are exploratory . Diabetes  patients who 

received medical crisis counselling had medical costs in the follow -up period 

that were double those of standard care patients. But this was offset by 

savings for the cancer patient grou p: over a six-month period the standard 

care group used almost $1,000 more in incremental mental health costs alone.  

It was also hypothesized that over a longer term the costs associated with 

diabetes patients in the treatment group would decrease.  

¶ An economic evaluation of an online self-management programme  for people 

living with one or more chronic conditions  that was part of a  Pennsylvania, US 

employerΩǎ ƎǊƻǳǇ ƛƴǎǳǊŀƴŎŜ Ǉƭŀƴ found that the intervention saved US$757 per 

participan t. 62 Modelling and including programme costs  led to a return on 

investment of almost $10 for every $1 spent after one year of using the 

programme.   

¶ A 4-year wellness and disease prevention programme in Hawaii found savings 

of $350 per participant per year .63 

But others find no differences  

In Australia, the  Bupa Australia trial analysed over 15,000 adults with private health 

insurance that had a diagnosis of heart failure, chronic obstructive pulmonary 

disease, coronary artery disease, diabetes, or low back pain and who were 

predicted to have high -cost claims o ver the following 12  months  who received 

health coaching , versus a control group (that received standard care ) of almost 

9,000 people .64 The analysis found that the intervention group had higher total 

healthcare costs than the control group of AUD$66, but this was not statistically 
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significant.  However, there was some evidence that the rate of same -day only 

admissions were lower in the intervention group, especially for those with diabetes.  

The researchers also note that the intervention was relatively small in frequency 

compared to other similar trials, that is, there w ere on average about 3 contacts 

over a 12-month period. Most other health coaching trials suggest at least 12 or 14 

sessions to produce significant health outcomes.  

!//Ωǎ ŦƛƴŀƴŎƛŀƭ Ǉƻǎƛǘƛƻƴ ƛǎ ǳƴŘŜǊ ǇǊŜǎǎǳǊŜ 

The Accident Compensation Scheme is under financial  pressure. More people are 

taking longer to return to work and independe nce. ACC spent $8.1 billion on 

rehabilitation, treatment, and compensation in 2024/25 , up $4.9 billion from 10 

years ago.  Under current trends , ACC could have an overall funding gap of $26.3 

billion by 2030. 65 

Lǘ ƛǎ ŜǎǘƛƳŀǘŜŘ ǘƘŀǘ !// ŎƻƳǇǊƛǎŜǎ Ƨǳǎǘ ǳƴŘŜǊ ƘŀƭŦ ƻŦ bŜǿ ½ŜŀƭŀƴŘΩǎ ǇǊƛǾŀǘŜ 

healthcare spending ( Table 1).  

Table 1. Estimates of private healthcare spending by category, 2024  

Category  Amount (NZ$ billion)  

Private health ς 2024  $14.80 

Individuals  $6.90 

  Out-of-pocket expenses  $4.90 

  Medical insurance claims (not premiums)  $2.00 

Employers  (excluding employer subsidies)  $0.80  

  Wellness programmes  $0.80  

ACC $7.00 

  Claims by individuals ς treatment and rehabilitation  $4.00 

  Claims by health providers (on behalf of individuals)  $3.00 

Source: Westpac 66, based on Treasury, Health NZ, ACC, and Westpac  

 

Currently , ACC is intertwined with private health so that any changes to ACC case 

management method s, or the way it funds and contracts for rehabilitation and 

treatment services can have significant flow -on effects on public health provision 

and private health insurance. For example, in relation to mental health, a recent 

survey of private psychologists (approximately 30% of all practising psychologists) 

found that 53% conducted ACC assessments .67 Older surveys indicate d that 2 1% of 

clinical psychologists held contracts with ACC and 48% are employed in the public 

health system. 68 ACC contracts also tend to offer higher pay than Health NZ. 69  

Any potential further role for private health provision should be considered within 

this broader system dynamic.  

But insurers are facing increasing cost of provision  

Private insurers use several mechanisms to manage costs:  

¶ Preferred providers  




