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1990 17.8 27.0 20.0 34 229
1991 17.8 27.3 188 3.6 26.7
1992 18.6 29.1 17.8 53 30.6
1993 18.9 28.9 18.1 72 34.1
1994 20.0 304 19.0 8.8 39.1
1995 211 319 20.2 104 23
1996 21.8 33.0 21.1 114 45.0
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= ou]sty, Ao 5 (home health care)v= AAS ZEFEA] %2 home
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“Fl: Health Care Financing Administration, "Data View: National Health
Expenditure, 1996", Health Care Financing Review, Vol.19, No.l, Fall
1997901 A Q18
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Summary

Study on The Introduction of Prospective
Payment System Based on DRG Classification

Bvongho Tchoe

This study investigates the feasibility of the introduction of the
PPS(Prospective Payment System) based on DRG(Diagnosis Related
Groups) classification in response to criticism of FFS(Fee-for-service)
payment in Korea. The demonstration project applying PPS is based
on Korean-DRG classification, and began February 1997. The results
of the project are positive and are as follows; decrease of volume,
improvement of hospital profits, efficiency of claim and review
administration, decreased copayment of patients, and sustainable
quality of care. However, this study also investigates the negative
sides and suggests some improvements. First, the selected diagnoses
only had small variations in costs, and only the participant
mstitutions were selected. Therefore, we could not guarantee similar
results if PPS is expanded into most diagnoses nationwide. Second,
serious bias may exist as the calculations of the price level of each
diagnosis are dependent upon data from only two tertiary institutions.
Moreover, the price levels are mostly based on input-costs reported
by sample institutions themselves. Since the costs are much higher
than the fee levels under the current FFS payment, there is much
criticism that PPS could be utilized as an implicit way of increasing
fees. Third, the number of check—ups and visits before admission and
after discharge increased, meaning that there were substitution effects
from the controlled inpatient reimbursement into the increasing
volume in the outpatient area. Fourth, the decreased copayment of
patients implies cost shifting to non-DRG patients. Therefore, if PPS
1s expanded step by step, cost-shifting would be a serious problem.
Fifth, applying PPS into the outpatient as well as the inpatient area
could control sustitution effects. Lastly, we could effectively protect
patients from more serious diseases by including uncovered services
and materials in the price setting of diagnoses.



