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Outline

 Challenge of ‘missing middle’ common across developing countries using social health 

insurance (SHI) strategies for pursuing UHC. 

 ‘Missing middle’ on paper may not be ‘missing middle’ in reality.

 ‘Missing middle’ challenge is basically linked to challenge of large and persistent levels of 

informality.

 Compulsion and subsidization key for UHC but mandating premiums difficult from informal 

sector; relying on voluntary enrollment for informal sector is recipe for disaster.

 Expanding tax-financed non-contributory coverage to the ‘missing middle’ and delinking 

contributions to entitlement are some options countries such as India could consider.



Challenge of ‘Missing Middle’ ↔ SHI Health Financing Systems 
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‘Missing Middle’ Challenge ↔ Persistent Informality

Rapid decline in informality with economic growth 1970s-1980s Slow decline in informality with economic growth

Burdensome regulations, high taxation, non-contributory social protection schemes, globalization/outsourcing-oriented supply-chains, 

weakening unionization, demographic pressures are some of the reasons hypothesized for persistence in informality in recent decades

South Korea Indonesia



‘Missing Middle’ on Paper ↔ ‘Missing Middle’ in Reality 

Top covered 

 Tax-financed or compulsory insurance 

schemes for public sector employees (& 

dependents) 

 Compulsory insurance schemes for 

formal private sector employees (& 

dependents) 

‘Missing middle’ 

 Non-poor informal/self-employed workers 

(& dependents) 

 Often low take-up of (subsidized) 

voluntary insurance & adverse selection 

problems 

Bottom covered 

 Tax-financed schemes for the poor and 

other indigent groups (& dependents)

JKN coverage 

by economic decile

JKN: Indonesia’s SHI scheme, administered by BPJS Kesehatan

Reasons for low take-up among non-poor informal: lack of information, underestimation of probability of getting 

sick, low risk aversion, perceptions of low quality of care, inability to afford premiums, limited impact on OOP
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Compulsion & Subsidization ↔ UHC



So, What Can Countries Do For Covering the ‘Missing Middle’?

Abandoned SHI financing

 Brazil, UK, Norway, Denmark, Greece, Portugal, Italy, Spain abandoned SHI, made entitlement universal and general tax-

financed.

Extend fully-subsidized SHI coverage to non-poor informal sector

 Thailand gave up trying to collect contributions from non-poor informal sector, extended non-contributory general tax-financed 

SHI coverage to entire informal sector (~75% of population). Indonesia and Vietnam have slowly expanded fully-subsidized 

coverage beyond the poor to the near-poor and other vulnerable groups.

Universalize specific services or services in specific types of facilities

 Chile has a defined guaranteed service package for everyone regardless of insurance status. 

Delink contributions to entitlement

 Russia, Kazakhstan use diversified revenue sources – mandatory contributions, health taxes, general taxes – to provided 

universal entitlement regardless of employment status.



Key Take-Away Messages

Developing countries following SHI 
financing for making progress 

towards UHC face an oft-
insurmountable challenge of 

collecting contributions from non-poor 
informal sector

Challenge is compounded by large 
and persistent levels of informality in 
recent decades; informality has been 

stagnant or decreasing slowly, 
evidence that COVID-19 has resulted 

in higher informality (and poverty) 

Growing global evidence that partial 
subsidization of contributions, 

information campaigns, etc. are not 
cost-effective strategies and do not 

make a significant dent towards UHC, 
can even exacerbate problems due to 

adverse selection 

Generally non-contributory more 
successful than contributory

strategies for making progress 
towards UHC with large informality, 

but even so design and careful 
implementation remain key, including 
aspects related to governance and 

service delivery


