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14:00~14:10 Opening Session

Welcoming message
Byong ho, Tchoe (President, KiHASA)

14:10~15:30 Session [

Chair Jin, Sakong
(Dean, College of Business and Economics
at Hanyang University)

1. Health Care Reform in the United States
:Implications of the Affordable Care
Act at the National and Local Level
Stephanie Bernell
(Professor, Oregon State University)

2. Health Care Payment Reforms in the
United States : Approaches to Bending
the Cost Curve
Jeff Luck (Professor, Oregon State University)

15:30~15:50 Coffee Break

15:50-16:30 Session 1

3. Future Directions and Issues of
Health Care Policies in Korea
Young seok, Shin (Vice President, KiIHASA)

4. Payment System in Korea

: Challenges and Future Directions
Yoon, Kim (Executive Director, HIRA Research Institute)

16:30~18:00 Panel Discussion

Panelists Hyun woung, Shin

(Head, Research Center on Health Security, KIHASA)

Jangho, Yoon (Professor, Oregon State University)

Seok jun, Yoon (Professor, Korea University)

Keun young, Lee (Professor, Hallym University)

Byung wang, Jeon (Head, Division of Health Insurance
Policy, Ministry of Health & Welfare)

Hyoung sun, Jeong (Professor, Yonsei University)

18:00 Close
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1. Health Care Reform in the United States
:Implications of the Affordable Care
Act at the National and Local Level

Stephanie Bernell
(Professor, Oregon State University)

2. Health Care Payment Reforms in the
United States : Approaches to Bending
the Cost Curve

Jeff Luck (Professor, Oregon State University)

15:30~15:50 Coffee Break

15:50-16:30 Session I
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[Session I ] Health Care Reform in the United States : Implications
of the Affordable Care Act at the National and Local Level
« Stephanie Bernell (Professor, Oregon State University)

Health Care Payment Reforms in the United States
: Approaches to Bending the Cost Curve
« Jeff Luck (Professor, Oregon State University)

[Session T ] Future Directions and Issues of Health Care Policies in Korea
* Young seok, Shin (Vice President, KiHASA)

Payment System in Korea : Challenges and Future Directions
* Yoon, Kim (Executive Director, HIRA Research Institute)
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International Workshop on Health Care Reform
in Korea and the United States

Health Care Reform in the United States
: Implications of the Affordable Care
Act at the National and Local Level

Stephanie Bernell
(Professor, Oregon State University)
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Goals for Health Reform

pand health insurance coverage
prove coverage for those with health insurance

ve access to and quality of care

ing health care costs
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Promoting Health Coverage

Universal Coverage

Individual | 4
Mandate

Health Insurance
Market Reforms

Expanding Health Insurance Coverage
Early Actions

e temporary Pre-existing Condition Insurance Plan for people with |

h state until 2014

10 International Workshop on Health Care Reform in Korea and the United States



panding Health Insurance Coverage—in
2014

nd Medicaid to all individuals under age 65 with incom:
, of the poverty level (514,400/individual or $29,300/

Estimated Health Insurance Coverage in 2019

Total Nonelderly Population = 282 Million

18% Medicaid/CHIP

Medicaid/CHIP 12% -
| Exchanges/
Private Non-group/ Private Non-group/
Other _ Other
Employer- Employer-
Sponsored Sponsored
Insurance Insurance
T
Without Health Reform With Health Reform
Oregon State usu College of Public Health SOURCE: Congressional Budget Office, March 20, 2010
UNIVERSITY and Human Sciences
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Figure 7

Improving Health Insurance

Figure 8

\ployer Requirements and Incentives

yer employers that don’t offer affordable c
e penalties of up to $2,000 per full-ti
' year beginning in 2014
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Individual Mandate

duals will be required to have health cover
s minimum standards in 2014

Some Uninsured Will Remain
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alth Reform and Delivery System Chang

noting primary care and prevention

 provider supply

Promoting Primary and Preventive Care

sed Medicare and Medicaid payments for
care providers
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 Improving Health Care Quality

opment of a national quality strategy

Containing Health Care Costs

r oversight of health insurance premium

mpetition and price ti
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Financing Health Reform, 2010-2019

Other
revenues, $152 B

Medicare Advantage
reductions, $332 B

Future of Health Reform:

mentation will be challenging
e and federal oversight needed

nfrastructure and capacity building

16 International Workshop on Health Care Reform in Korea and the United States



Applying Health Reform at the State Level

s and the District of Columbia support e’jﬁiw;

Consequences of Opting Out

nds that the state

o]

ef=1t 0j=e| HAQ|E M Sot A JSidete| 2ot ZMH3E 17

I



Health Reform in Oregon
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Estimated Health Insurance Coverage in 2019

Total Nonelderly Population = 282 Million

18% Medicaid/CHIP

Medicaid/CHIP 12%
| Exchanges/
Private Non-group/ Private Non-group/
Other Other
Employer- Employer-
Sponsored Sponsored
Insurance Insurance
T
Without Health Reform With Health Reform
Oregon State usu College of Public Health SOURCE: Congressional Budget Office, March 20, 2010
UNIVERSITY and Human Sciences
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Figure 7

Figure 8
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Financing Health Reform, 2010-2019

Other
revenues, $152 B

Medicare Advantage
reductions, $332 B
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Health Care Payment Reforms
in the United States : Approaches to
Bending the Cost Curve

Jeff Luck (Professor, Oregon State University)






Medicare spending is growing at an
unsustainable rate |

rcentage of gross domestic product)

Medicare and Medicaid

Social Security

5 Other Federal Spending (Excluding debt service)
° 1 I I 1 | | 1 1 l l l

1972 1982 1992 2002 2012 2022 2032 2042 2052
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ajor drivers of Medicare spending grox
are broadly understood

sopulation

ce of chronic health conditio

Key features of current Medicare
reimbursement

 are paid pure FFS for outpatient and in
re and procedures are paid at much higher
paid: by DRGs for inpatient care
by procedure for outpatient c

34 International Workshop on Health Care Reform in Korea and the United States



Per-capita Medicare spending growth,
2000-2010 |

% Growth
20%

Population aging is not the major r

projected Medicare spending growth
Percentage of gross domestic product)

Effect of the Aging of the Population

1 | | | | | | |
2042 2047 2052 2057 2062 2067 2072 2077 2082
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Reducing wasteful utilization is a prima
arget of Medicare spending reform effc

e of screening, primary and secondary preventi
gement '

midlevel practitioners
iagnostic tests
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changes provide modest financi

asing (VBP)
] ith bonuses

ndled payment rewards coordinati_ [
“and use of less costly types of care
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2. Expanding primary care and car
coordination

nanagement programs contact patients and

them to self manage their chronic conditio
are minimal

Medical Home (PCMH) ex

ACOs allow hospitals and physicians tc

Launch of “lllustrative” ACO

\
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Shared savings can vary widely across

pr0v1der organlzatlons
ed savings (US$million) in Physician Group Practice Demonst

Marshfield Clinic (WI)

University of Michigan (MI)

St. John's Clinic (AR)

Dartmouth-Hitchcock Clinic (NH/VT)

Park Nicollet Clinic (MN)

Geisinger Clinic (PA)

Everett Clinic (WA)

Middlesex Health System (CT)

Forsyth Medical Group (NC)

Billings Clinic (MTAVY)

$20 $30 $40

Year 1 HYear2 WYear3 WYear4 WYear§5

edicare Advantage makes capitated
payments to health plans

alth plan is required to Medicare Advantage enroll
de full range of grown rapidly in recent ye:
re-covered services 14
ntract with limited ¥
f hospitals and

Ervollees tin millions)

D = N W kR L 0N om0

2003 2004 2005 2006 2007 2008 2009 20102011 2012
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_;regon CCOs receive global payments fc
Medicaid patients 4

inated Care Organization (CCO) is a consorti
physicians, and health plans in a geograpl

assessed in future years
VBP implementation will be complex

ayments are at the demonstration stage
expanded to cover all care for a chronic con

40 International Workshop on Health Care Reform in Korea and the United States
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HIC[A O =R 2| =H] S7F =AM,
2000-2010 .'

% Growth
20%

017 M7} 0TI 0f B & St
xQol2 ot r

Percenfage of gross domestic product)

Effect of the Aging of the Population

| | | | 1 | 1 1 | | 1 |
2022 2027 2032 2037 2042 2047 2052 2057 2062 2067 2072 2077 2082
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Launch of “lllustrative” ACO

\
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2HH2 S0 Mer CHE = US

A0 M 2| A ZHH(TELR| :US Smillion)
Marshfield Clinic (WI)
University of Michigan (MI)

St. John's Clinic (AR)
Dartmouth-Hitchoock Clinic (NH/VT)
Park Nicollet Clinic (MN)
Geisinger Clinic (PA)

Everett Clinic (WA)
Middiesex Health System (CT)
Forsyth Medical Group (NC)

Bilings Clinic (MTWY)

$0 $20 $30 340

Year 1 ¥ Year 2 WYear3 WYear4 WYear5

~ Medicare Advantage(MA)= 7+ & X}
BHXA K&

Rel
|

Ervollees (in miiiom)

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

$i=a} 00| B2 S5 U Tl Bt 2T 49



Q& ccos M| 0|
‘ on (@) Xl
o

D .

50 International Workshop on Health Care Reform in Korea and the United States



of 2t ZH$3E 51

sttt

7

al
=

a

S
S

1t 0|=e| BAQ2HM 5

S|
P







st=tu} O|=29|
B2 M FaF
JH=dgtotof| 2hot =H|¥2&

International Workshop on Health Care Reform
in Korea and the United States

Future Directions and Issues of
Health Care Policies in Korea

Young seok, Shin (Vice President, KIHASA)






ture Directions and
Issues of Health Care
Policies in Korea

Young seok, Shin(Vice President, KIHASA)
2013.7.2

——INDEX

(VReview of the Performance
(ﬂ:hanges in Health Care Environment
@International Status
@Iew Government's Agenda

@iagnosis of the Current Situation

@uture Directions

of the New Govemt

Korea Instilute for Health and Sockal
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‘yReview of the Performance KIHNASN

= Completion of the universal coverage system in the short term
: completion in 12 years(1989) after introducing the system

= Improving the insurance coverage

* OPH(Out of Pocket on Health expenditure):
74.0%('80)—61.3%('89)—41.5%('00) —34.7%('07) —31.4%('10)

= L ow Expenditures & High Performance

| us | UK | France | Canada | Japan | Korea |
42 32 45 el

Health care 22 29
outcomes (22nd) (18th) (3rd) (11th) (1st) (5th)
Total expenditure 17.6% 9.6% 11.6% 11.4% 9.5% 7.1%
on health, % GDP ('09)
Life expectancy 78.7 80.6 81.3 80.8 83.0 80.7

source: Conference Board of Canada(2006), OECD Health Data 2012
note : Life expectancy - OECD average: 79.8

age - 3
‘gChanges in Health Care Environment KIHNST
Demographic challenge Healthcare Environments
= @ Total Fertility Rate: 1.3(2012) @ Growth rate of 2-3%(2013) @ Increase of income
2 | | @ Decrease in population in @ Economic vulnerability @ Advances in medical technology
§ working ages(2017) @ Growth without employment 9 Rising prevalence of chronic
“ ] 9 Baby Boomers' retirement disease
@ Aged population ratio : 14% @ Paradigm shift
(2017) : from cure to prevention

e ——

© Lower potential growth rate @ Slow economic growth attributed = @ Increase interest in heafth and

@ Increase in social security - to depression of domestic demand expectation of high-quality
spending @ Weak foundation for social service
© Generational conflict burden @ Increase in medical costs and
@ Lack of virtuous circle of growth, Development of health industry
employment and welfare @ Rapid increase in social costs

. A\ ___ NG
‘ﬁage -4
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(‘!Changes in Health Care Environment IHN\S\

{Figure 1) Korea's potential growth prospects(2000~2040)

A. Potential growth prospects(%) B. Potential per capita growth prospects(%)
4 4
3 3
2 2
1 1
0 0
T 2001-09 2011-20 2021-30 2031-40 2001-09 2011-20 2021-30 2031-40

= Capital = | abour i TFP e===GDP growth rate

source: OECD, Economic Survey of Korea, 2012

{Figure 2> Working age population and Aged population ratio(%, 1980~2050)
80

60
40

20

0

1980 1990 2000 2003 2004 2005 2006 2007 2008 2009 2010 2011 2017 2026

source: National Statistical Office R LS P
age - 5
(‘!Changes in Health Care Environment KIHNAST\

(Figure 3> The value chain of the tailored treatment

2o RN A AAE THE

SN|ES| 2E

A00 AIHAL Y AR HE0R) 57t A%
e B aene e KEH |
| Algge¥dEE AITE  oiey
#THO| CHRY l
S
porooseSmEEscEtaESEsEESEREEasSEmmaREmRass 0
Prognostic = X|=2H|
E DNA v EXIZIE HREE S !
ELESES Y] |
et STt oA Ml HEY  gamay
NelE U EHEM A<

source : SERI, “Health care 3.0 the dawning of the Age of Healthy Life Expectancy”, 201

age - 6
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e TR
Korea Institute for Health and Sociol Affairs,

@International Status of Korean Health Care System

(Table 1) The Relative Performance among OECD members(2010)

Infant Respiratory
mortality disease Doctors Average Total Public
rate, mortality, consul length of | expenditure | expenditure

Life
Expectancy

Deaths per | Deaths per tations stay : on health, on
(years)

1,000 live 100,000 (per capita) in-patient % GDP health(%)
births(%) population

Korea 80.7 22 4238 126 14.2 7! 58.2
oo, 798 43 130.2 6.5 85 95 722
Highest Japan Mexico Slovakia Japan Japan us. Netherlands

83.0 141 4044 133 325 17.6 85.7
I Turkey Iceland Japan Sweden Mexico Turkey Mexico
743 2% 387 2.9 5 6.1 47.3

source : OECD Health Data 2012

age - 7

SISO Iel

Korea Instiute for Health and Social Afiaks.

@International Status of Korean Health Care System

(Table 2> The Relative Performance among OECD members(2010)

Hospital Physicians,

cT Overweight

beds, density per | Nurses per . MRI units or
density per 1,000 1,000 T miIIio’n per million | obese,(BMI
1,000 population | population P : population | )>25kg( m’)
. population 9
population (%)
Korea 8.8 20 4.6 B5%5 198 30.2
o 49 2l 93 233 125 56.7
Average
st Japan Austria Luxembourg Japan Japan Japan
136 438 16.3 97.3 431 253
L . Mexico Korea Mexico Mexico Mexico us
owes
1.6 2.0 2.5 4.8 2.0 69.2

source : OECD Health Data 2012

age - 8
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@New Government's Agenda
SPPOIICY 00¢E k Health Care Agenda

, P Y 1. job-oriented, creative @ Nurturing the health industry
A New Era ofHiSES el ® Fostering senior-friendly
< Priorities 2. Tailored employment and industries
welfare

e Improving health care coverade

8 Econpmic Revival 3. Creative education and life and Enhancing sustainability
i ress for the People edeuiture e Improving health care qualit
© Cultural Renaissance 4. Safe and cohesive society 2 9 qiet
©  Foundation for Peaceful 5. Laying the foundation for ’ @ Happy Pregnancy & Delivery
Unification national reunification
/ \ J \_

e Improving national insurance coverage for 4 major serious diseases-cancer, cardiac, cerebrovascular disorders
and rare and incurable diseases

© Improving coverage for other serious illnesses, Easing the patients’ burden through the survey of upper-class
room fees - optional medical fees, nursing fees, etc.

© Expanding coverage of dental implant surgeries for senior citizens

¥ Reforming out-of-pocket payment system(120~500 ten thousand won)

¢ Improving the contribution determinant mechanism

¢ Improving payment system(including Fee-For-Service reimbursement)

© Building National Dementia Management Project

@ Care for senior citizens who live alone 93/

6'yNew Government's Agenda K

. Precautions/Health Management: Smoking & alcohol regulation, lifetime transitional
health examinations, the poison control system(alcohol, drugs, gambling, & internet),
public health centers as health promotion hubs

« Medical Supply System Efficiency: redefining the roles of Clinics, hospitals & larger
hospitals, health control services specifically for those with chronic illnesses

“ Emergency medical service: automated external defibrillator, CPR education, expansion
of HEMS, reorganization of emergency medical services, and equal disposition of
major trauma centers

© Public Health: Establish a basic plan that aims to alleviate regional disparities in
medical treatment

© Senior health care: Strengthening the recovery hospital system,
Healthcare + Recuperation + Life integrated services, Hospice - Nursing homes,_etc.

“ Infrastructure: reasonable allocation of health care resources such as hospital b
medical personnel, Training and management system for the medical personnel

ppge - 10
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. ; HAS\
: Current Situation: o EEREERER
Limit of the Health Promotion Policies

P\

V'

v:

Agriculture, Political,
animal Economic, Social, 5
husband ry, fOOd, Cultural, and healthy life practice”
¢ g — Inadequacy of policy making
mdUStryr Enwronmental, & implementation considering
education Behavioural and various social economic health

N Z ) A determinants
hOUSlng, blologlcal factors « Hypertension prevalence :

< 24.6%('07)—26.9%('10)
Public works, ~ Obesiy rate
communications 29.23%(01)~30.8%('10)

« Physical activity participation rate:

and other sectors 68.5%(05)—50.8%('10)

~—Limit of the Health Promotion

Increase the number of patients with chronic diseases along with
aging of the population — Need for a new paradigm

age 11

KIHAS\

il

GFCurrent Situation: EENT
Lack of interest on Health Care Quality
» Improving the accessibility of health care, but relatively, there is a lack of interest

in the expansion of protection in health care quality

» OECD Health Care Quality Indicators

Category

. Asthma admission rate 28/28
SEIr el Ceie COPD admission rate 17/28
Conditions ; Py o

Diabetes complications admission rate 22/24

Care for Acute Fatality rates of AMI 23/28

Exacerbation of Chronic  Fatality rates of ischemic stroke 1/27

Conditions Fatality rates of hemorrhagic stroke 3/27

Cervical cancer screening rate 15/27

Cervical cancer 5 year observed survival rate 2/20

Cancer Care- Mammography screening rate 21/29

Screening and mortality  Breast cancer 5 year observed survival rate 13/20

Colorectal cancer 5 year observed survival rate 5/20

Colorectal cancer mortality 8/32

Vaccination rate against Pertussis 31/39

Care for communicable  Vaccination rate against measles 27/40

diseases Vaccination rate against hepatitus B 20/32
Vaccination rate against influenza 5/29 age 12
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(‘gCurrent Situation: Fiscal Sustainability K

@ In the past decade, health
expenditure rapidly increased by
4.2%, increasing more than twice as
fast as the OECD average increase
of 2%

(OECD Health Care Quality Review:
Korea, 2012)
© Because we expect that economic @ In order to increase the

Q;OIW’Eh \r/‘Vi“ Cg%ntinue to ? slow growth financial sustainability of the
gﬁoizz;"?t; e Imits In , future health care system
y. including health insurance,

we need innovative measures
for funding and

expenditure savings.
@ We expect benefit in 2020 to - ~
exceed 80 trillion won, more
than twice of what it was in
2011.
(KIHASA 2011, KIPF 2011, NHIC
2013)
— - — - A
HASN\
4 [ o A
¥ Current Situation: Administrative Inefficiency
o Inefficient allocation of roles between medical
Decline in th institutions
EffEctiveness © Deepening the focus on outpatients in general hospitals

-
© Retention rates of hospital beds, medical equipment are
much higher than the OECD average.

© Relatively there’s a lack of physicians, pharmacists, nurses,
and medical personnel

© Regional distribution of health care resources are concentrated

\\

- B

@ Ratio of drug expenditure to national health expenditure :
22.5%, OECD average 16.3%(2010)

@ Prescription of high-priced drugs, excessive consumption, etc.

\,

p
LONEIOMELE © Only the price is controlled currently. But there is no
axganieliture mechanism for controlling frequency.

@ Consequently, the distortions in resource allocation brings
about inefficiencies.

age 14
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KIHNS/\
SraERINgISTn

Insifute for Health ond Social

('gCurrent Situation : Low Coverage

= In 2010, ratio of overall healthcare expenditure to public health expenditure was about 58.2%,
lower than the OECD average of 72.2%(2010).
+ Since 2004, Government has spent considerable resources in order to improve coverage,
but there was a problem with coverage rate because of uncovered services.
+ Need explicit principles & a standard for improving coverage
= Raise equity: the lower the income, the higher the percentage of chronic diseases and the
lower the health level
+ Proportion of households who have burden of disability and chronic illness by income

ire

level

(Unit: %)

I VO O S T S NN
Cancer patients 6.29 5.98 4.06 4.86 559
Stroke patients 8.21 5.82 3.03 2.63 2.56
Diabetic patients 23.35 18.65 1147 9.64 10.70
Hypertensive patients 54.74 41.59 2821 2414 26.68
Dementia patients 2.39 1.35 0.96 0.96 1.04
Disabled patients 24.22 16.02 9.64 821 6.55

Percentages: (Chronically ill households/total number of households)*100

» Households who have financial burden because of medical care:
low-income 10%: 26.2% / 15%: 16.7% / 20%: 11.6% / 25%: 8.4% / 30%: 6.6% (KIH&
Because the coverage rate is low, the vulnerable groups show a conspicuous fall in the utilization rate
even if the number of patients is high. So urgent introduction of a system to improve equity is necessary.

age 15

“"Future Directions of the New Government

ti' Ecl Iltllil

€aie in c-lug;t-w sharie, off GDP

i

Establish fair rule
and Improve coverage

Build an efficient &
Value-oriented health
care system

\

Innovate a health care
delivery system for
healthy aging

Secure sustainable
health system
by rationalizing

expenditure

« Enhancing protection focusing
on essential medical services
+ Management of uncovered
services

« Equity raising of insurance
contribution determinant
mechanism

« Strengthening public
participation and consumer

7
« Introduction of value-
based payment system
« Improving the quality of

care
* Establishment of public
health care system

N\

AYS
« Linkage of health insurance/
Long-term care insurance/ .
palliative care
« Disease management network .
+ Enhanced support of patient
care through family&communii

Balanced allocation of )

health resources

Ensure fiscal balancing
mechanism

Job creation through
developing the health care
industry

>

Socioeconomic
bipolarization

Medical
technology
innovation and
Increasing severity
of diseases

Low Fertility -
Aging

Financial Anxiety

PG|
¥
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¥ Future Directions of the New Government KHASA

4"Policy Directions tor Healthy People; Happy Korea

o Improve coverage & establish a fair rule

© Build an efficient & value-oriented health care system

o Innovate a health care delivery system for healthy aging

o Secure sustainable health system by rationalizing expenditure Y,

( e Enhancing protection focusing on essential medical services )
o Improvement of equity in the contribution determinant mechanism
« Strengthening public participation & consumer rights
@ Quality of care improvement & the introduction of value-based payment systems
o Improvement of Public & emergency medical system

 Linking of Health insurance, long-term care insurance and palliative car
« Disease management network

o Efficient allocation of health care resources

@ Ensure fiscal balancing mechanism

« Healthcare industry development & job creation

AT —
Improving Public Health through a Sustainable Health Care S¥stem )

age 17

¥ Future Directions of the New Government K

1. Insurance contribution determinant mechanism reform

@ Time comparison for resolution of problems within the current contribution determinant mechanism

Solution time

Issues Short  Long Comments
term term
Workers & © Unify the system through income and a fixed contribution
System Self-Employees
Duality : : . . :
Among S.E. © Unify the determinant mechanism by basing on an income
Difference in @) @) In the short term, resolve the difference in factors among
determinant self-employees, and in the long term, resolve the difference
factors between workers and self-employees
Lack of Eligibility criteria © In the long term, qualified acquisition for all subscribers
acKk O
Equity Gap in @) In the long term, achieve equity of insurance contribution
contribution under a unified system
Criteria for @) Its possible to apply an income calculation system under a unified
income system providing the same standard to all
calculation
Reg ressivity of the © © In the long term, It's possible to resolve regressivity under a »
determinant mechanism unified system considering their reception
. © Duality among self-employees, overlapping application .-
Complexity problems of factors can be resolved in the short term
(page 18
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Y Future Directions of the New Government KHASA

2. Enhancement of Korean public participation and consumer rights(Yongjin, Gwon

¢ Establishment of the - Development of Information
. . Production Systems:
. !Datlent Protection A,‘Ct Improvement of the data -
Consumer consent acquisition system and
for alternative medicines Publication of Patient report
¢ Building Infrastructure: « Provide the public with information
The administrative system and about drugs and prices
the tentative ‘National Council (non-payment items) y

of Consumer Organizations'’

c;age 19

Y Future Directions of the New Government KHASA

3. Disease Management through network

and through use of the supplementary benefit Band (10-15%),

® An introduction to the Korean CCO (Coordinate Care Organization) method:
- All CCOs are obligated to apply a basic benefit range (a security of about 70%)
they can compete with one another

« All those who wish to join can join
But applying a different insurance rate according to their benefit level )

- The insured can change their CCO after one year

« A revenue of at least 20% more than the present is guaranteed to the network
on a fixed basis per each insured ; preparing price adjustment mechanism

The CCOs can determine their own compensation methods

(by acts, number, personnel) j

«Agencies not joining a network provide services, caring for patients independently, and
the insured also support the current system: but the insured will be induced to join a CC
given the differentiated copayments
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YFuture Directions of the New Government KHASA

. Supply: in the Mid- to long-term, supply according
to the market principle (personnel, facilities,
equipment, etc.) is automatically controlled

© Quality Control through competition
by offering a CCO option to the insured

“ Delivery system: expenses at CCOs are settled by

© For the CCO appraisal, set 10% of the themselves through cost-effective methods
entire budget as an adjustable sum:
through self-investigation and the audit
at the HIRA (real-time submission of the
required data to HIRA)

v Payment system: Build a predictable system
through a fixed rate per each insured for each
network

@ recovering trust and reduction in management
costs by ending the audit function of the payer

© securing of healthcare quality and sustainability by
strengthening the assessment

age 21

YFuture Directions of the New Government KHASA
4. New Growth Engine : Health care industry(KHIDI)

\) reating new market and transition to exportation-oriented industr

1. New market creation support with new business model development
2. Strengthening foreign marketing for revitalization
3. Domestic market revitalization by advancing the healthcare industry

Reinforcing a mutual develo ing cooeratlon amon enterprises

1. Producing a leading company and nurturing of global brands
2. Supporting the health care industry for achieving economy of scale

Focusing on a higher value-added technology I

National R&D strategic extension and efficiency for technological development
Supporting the development of new technology and strengthening technology exchange

EStaBISATg Betterinfrastruceare
romote the health care industr:
1. High-quality human resources for future demand

. Building an advanced statistical system providing customized information
3. Cooperation with international organizations and foreign agencies

@ & achievement of innovation

1. Laying the legal groundwork for sustainable development of healthcare ind
2. Rationalization of regulation corresponding to global standards age 22
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PAYMENT SYSTEM IN KOREA

Natinnal Haalth Incriirance

Single-payer based Universal Health Insurance System
Covering 97% of population
Medical Aid Program for lower income group (3% of Pop.)

Ministry of Health and Welfare

NHIS HIRA

© Contribution Collection © Review Claims
© Payment to Providers © Quality Assessment

© Fee schedule Negotiation © Benefit Management
with providers

Reveniie eollectinn - = Se—
- : — Dlll"l“l"\‘.\ﬁ‘ll",\f_ﬂ
Riclc nonlina /
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DAavirmmoant cvicetarm:® Chvwvoarmzionnas

* EanfAar_-QSarvica

Both for inpatient and outpatient service

Fee schedule determined by Resource Based
Relative Value Scale (RBRVS)

* Dar dieam

Psychiatric inpatient care in Medical Aid
Long-term inpatient care

* DR _fAar7 comman condiftinne

* Voluntary program since 2004
Mandatory program since 2012

PocecAatirena Racad RPalativie \/iahie Qecala

Fan =

Relative Value Score ¥ Conversion Factor X
Institutional Adjustment Rate

Ralative Vi alnie (S~cAara) =

Physician work + practice expense + risk factor

Negotiation of Conversion Factor is between
insurer(NHIC) and provider groups annually

Type Adjustment Rate is fixed value by type
institution

Table 5.6. Adjustment factor per provider level’

Adjustment rate
Tertiary hospital 1.30
General hospital 1.25
Hospital 1.20
Clinic 1.15
Source: HIRA, 2008b
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1st phase: Pilot project (1997~2003)
Development of K-DRGs
7 common DRGs
Demonstrated moderate performance — cost saving, quality change

2nd phase: voluntary program (2004~2011)
Since 1997 For 7 common DRGs
Cataract surgery, appendectomy, hemorrhoid etc.

31 phase: Mandatory implementation

* July 2012: hospitals and clinics
July 2013: general and tertiary hospitals
Plan to expand DRG payment to all conditions till 2015
However, highly uncertain due to strong opposition of providers

Naw DR, navimaeant deameoanctratian

Modeled after Japanese DPC system

Less bundled payment than traditional DRG
payment

FFS based reimbursement for long LOS, some high
cost services

* Demonstration among public hospitals since
2012

Expecting high acceptability from providers
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Drahhilarme Af Ean fAr-coaminmen

Mhver-nroavicion of heaalth care carviicreace

Increase in volume and intensity > Cost

n\IOF*HPA\I;C‘:l\“ f\'F moara l‘\lﬁf\;;*"'\'ﬁ\lﬂ C‘ﬂlf'\l;f‘ll\

High technology — CT, MRI
More favorable fee schedule

High profit margin - Lab and radiologic test
Imperfect fee schedule
Substitution of less profitable with more profitable

Uncovered service —Robot Surgery
Unregulated pricing and high profitability

— Low allocative efficiency
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* 1lndarcnravieion ~fF lace nrafitahla cearvicane

Specialties such as General Surgery and Obstetrics
Services such as ICU, Delivery, Emergency

Disease management services

Behavior modification service — counseling and education for
diet, smoking cessation, and exercise

Preventive services
Vaccinations — HPV.

* DAanr cArialityvy dirte o etrict nrice contranl

Clinical areas where information asymmetry is dominant

———

EFEQ: Quinncctina Fyvidance Af AviaernrAaviicinn

Rapid increase in health expenditure
Annual average growth rate in health expenditure per
capita ('00-09) — 8.6%
OECD average ('00-09) — 4.0%
Overprovision of hospital care

High average LOS (length of stay) — 4.6 days
OECD average (2009) - 7.2 days

Combined with the oversupply of beds in Korea

Overprovision of outpatient service

13.0 visits/person-year (2009)
OECD average - 6.5 visits

» OECD Health at a Glance, 2011
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Increasing provision of more profitable services
High profit — Lab and radiologic test
Low profit — consultation, procedures
Higher payment for to more intensive services

Distortions between different specialties

Adjusting RBRVS and fees within a particular specialty (NOT
across specialties)

Less payment leading to under-provision of specialties such
as thoracic surgery and anesthesiology

Uniform RBRVS score — Fail to reflecting cost of rural
areas

Rural areas suffering from high labor cost and small number
of services

I syt hoanofit ~cAVvIaramn

Increase in non-covered service
Unregulated Pricing
High profit margin

High out-of-pocket payment rate

High percentage of households experiencing
catastrophic health expenditure

Radical expansion of benefit coverage for 4 serious
conditions

Cancer, cardiac, cerebrovascular, rare diseases
Planned to implement from 2013 to 2017

10~15% of OOP at the end of Implementation s —
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DIRPECTION

Davirmoant roafarm:® fiitnire Adivactianmn

* Payment Bundling — prospective payment
* Inpatient — DRG payment
* Outpatient — episode-based payment

* Global payment / budget

* Value-based purchasing
* Rewarding quality
* Rewarding efficiency

* Payment reform alighed with change in
delivery system

* Chronic disease management

* Vertically integrated provider network -
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Improve imbalance in Relative Value Score between
Specialties and Type of services
Lab and radiology vs. consultation and procedures
Lower reimbursement for
Over-concentrated area
Specialized services

Higher rates reimbursement and lower OOP for
Medically disadvantaged area
Primary care and general medicine than specialist care
Preventive services with evidence
Disease management services

* Higher rates reimbursement and lower OOP for

/

Prarvamiticita fAr cricrnce Tarhnicnal

Robust classification system for Fair reimbursement
Inpatient — K-DRG
Outpatient — KOPG

Robust costing system for fee schedule adjustment
Hospital and clinic panel based costing system

Robust Performance measurement
Performance measures based on professional consensus

Information infrastructure for reliable and efficient data
collection

Benefit coverage expansion

To avoid ballooning effect — expansion of uncovered service
responding to payment reform
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Building sound policy process for payment
reform

Stakeholder participation
Transparent policy process
Trust building between stakeholders and government

Benefit coverage expansion

To avoid ballooning effect — expansion of uncovered
service responding to payment reform

Thanl/, vimn

yoonkim@snu.ac.kr
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Executive Director, HIRA Research Institute
Professor, Dept. of Health Policy and Management,
Seoul National University College of Medicine

Yoon Kim, MD, PhD, MS
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Table 5.6. Adjustment factor per provider level’

Adjustment rate
Tertiary hospital 1.30
General hospital 1.25
Hospital 1.20
Clinic
Source: HIRA, 2008b
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» OECD Health at a Glance, 2011
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* Payment Bundling — AlHA X| SH|
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* Global payment / budget
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Lab and radiology vs. consultation and procedures
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