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Introduction of Health Insurance Fee System -~/ _~

Fee-for-Service

*Providers are paid for each healthcare service performed, and patients are charged depending
on the price and volume of the services by the healthcare providers

*FFS has been the a main payment system since the launch of national health insurance in 1977

Bundle Fee Schedule

* DRG
(1 7 disease groups (@ New DRG-based payment system (pilot system)

* 7disesase groups(Cataract surgery, Tonsillectomy and Adenoidectomy, Appendectomy,
Hernia surgery, Hemorrhoidectomy, Hysterectomy, Cesarean section)

* Per diem (ex. convalescent hospital and hospice)

* Per visit (ex. psychiatric department and dialysis)

National Health Insurance Service
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‘5’ Procedures

| List of Services Covered and

Uncovered by NHI

¥

Medical Supplies

List of Covered and Uncovered
Medical Supplies and Ceiling Price of
Covered Supplies

Drugs

List of Covered and Uncovered
Drugs and Ceiling Price of
Covered Drugs

National Health Insurance Service
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¥ Relative Value Points

Components of Relative Value Points

it SRR vcica Erponsos S s ool S8
g e

Physician Services: Medical Personnel Medical Supplies Medical Devices Medical Dispute

\ j \ J \ Settlement Costs j

Compensation for personnel . .
Compensation for the time and effort of (specialists, nurses, medical technicians, etc.), Medical malpractice
medical professionals (doctors, pharmacists). supplies, and equipment used in medical care. Dispute Resolution Costs

National Health Insurance Service
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¥ Conversion Index

Representative of
NHIS COntraCt the medical community

Clinic

Hospital

Dentistry
Korean medicine

Pharmacy

Public health care

® 20251 EHARX| (27| T SEY MTZRIESY Th

\ 94.1% \ 82.2% \ 99.12 \ 102.4% \ 102.19 \ 96.02

National Health Insurance Servic Page 10
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¥ Additional Rate by Facility Type

To ensure that medical institutions can fulfill their
roles and functions according to their type,
an additional support rate is applied

(Additional Rate by Facility Type)
= Tertiary Hospitals: 15%

= General Hospitals: 10%

» Hospitals: 5%

= Clinics: 0%

National Health Insurance Service
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Wound Dressing — Simple Dressing

Kt-2-1 MO111 Wound Dressing - Simple Dressing 75.51

9|

o

T=EA|

(MCHZFX| ™ 2) 75.51 X (BHAEX[E) 94180 X (BY7HAH 1.0 = (Y 7,110

National Health Insurance Service Page 12
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¥ Procedure for Listing Health Insurance Coverage

1. Evaluation of New Medical Technology (Safety and Effectiveness)
- 2. Application for Decision
- 3. Expert Review Committee (Economic Feasibility and Suitability for Coverage Evaluation)
- 4. Health Insurance Policy Review Committee

- 5. Announcement by the Ministry of Health and Welfare

Announcem

Safety and Expert Report to Health Insurance
: Application for Practical . he Mini : : ent by the
Effectiveness ch)iecision (, Review Review t; H:;';:y Policy Review | Mini|s|t1ry o;
. ; Healt
(250 days) Committee and Welfare Committee Sielf;r’:

National Health Insurance Service



Criteria of Non-Benefit

Standards of Non-benefit

@ Does not cause difficulties in daily life
@ Not intended to improve essential health functions

In case of DRG inpatient services, uncovered services are notified by the
Minister of Health and Welfare

@ Not intended to treat injuries and diseases

Cases such as selective treatment and upgraded wards that may not be
recognized under benefit criteria

@ Not in accord with policies or principles of benefit provision under NHI

@ Drugs outside of the permitted benefit scope

National Health Insurance Service

Page 15
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Perspectives on Costing

Medical Expense Analysis Team, Department of Benefits Management, NHIS

The patient's
perspective
o

El
L1
2

Outclinic

The hospital's perspective

2nd fr, Surgical outpatient
e e I

I T

aaee o

The patient's
perspective

Caregiving cost




Determining Precision

Medical Expense Analysis Team, Department of Benefits Management, NHIS

Must decide how accurately (precisely) the cost will be estimated

High A

Micro—costing

Estimate the components of resource usage
(diagnostic tests, medications etc.)
and calculate the unit cost for each.

: \Ga@ix group

Present the costs by case type, hospital, and patient, taking the length
of hospital stay into account.

Precision is influenced by the level of detail in determining the types of
cases.

Present the average daily cost for each disease category.

The categorization of individual diseases is quite extensive (e.g. orthopedic
. surgery).

Average per diem or

Low ¥ daily“cost

Present the average daily cost for patients in all categories.
Can be utilized in most health care systems.



Medical Providers’ Inpatient Services

Medical Expense Analysis Team, Department of Benefits Management, NHIS © h-well

° Reception ° Waiting oiitm Treatment
" ) (Emergency) » 1" ) (Emergency) | "] (Emergency) >
[ Visit date } {Paﬁentebsiﬁcaﬁu’} I"SL."aﬁ nce Waiting time [ Visit time } [ Fee code } {Beneﬁtapplimbﬂity}

. - - -
Receipt time Dﬁzn';ﬁrgnfa- [ Unit cost M Quantity H Amount } “% HOSpItahzatlon

[ Visit time H Fee code HBeneﬁtapplicabirﬂy}

[ Unit cost H Quantity H Amount }

Payment % % _
[ ) ™ ° \
QB (Hospitalization) . U Surgery . P Anesthesia ¢

[ Visit time M Fee code MBanaﬁtappIid:iM [ Visit time H Fee code HBeneﬁtappIimbiity}
{ Unit cost M Quantity H Amount } [ Unit cost H Quantity H Amount }

Patient
number

Discharge Patient Insurance
date classification classification

(wshosi) (000 ) (821001-1) (211218 ) (211220 ) ((ememeney ) (reat® ) (“10:00 ) (1010 ) (ER ) (- ) ((vi310 ) (applcale) (56920 ) (1 ) ({56920 )
(wshosi) (000 ) (821001-1) (211218 ) (211220 ) (osptazaton) (e ) (" 10:00 ) (T 10:10 ) (Orthopedics) (Ward61) ((A0240 ) (‘applcale) (78710 ) (1 ) ({78710 )
(wshosi) (000 ) (821001-1) (211218 ) (211220 ) (rosiizsion) (cemen, ) ((10:00 ) ((10:10 ) (Orthopedics) (Ward61) (“Acaz1 ) (‘applcale) ((1970 ) (1 ) (1970 )
(wshosi) (000 ) (821001-1) (211218 ) (211220 ) (Hocpisicaion) (", e ) (" 10:00 ) (T 10:10 ) (Orthopedies) (Ward61) ((Au222 ) (Appicable ) (9200 ) (1 ) (9200 )
(wshosi) (000 ) (821001-1) (211218 ) (211220 ) (rcspasion) ([, rea™ ) (" 10:00 ) ((10:10 ) (Ortropedics) (Ward61) ((Au302 ) (‘applcale) (_8e0 ) (1 ) (860 )
(nsrospiel) (000 ) (821001-1) (211218 ) (211220 ) (Hospileaton) m} (1000 ) (1010 ) (orthopedics) (Ward61) (AU403 ) (‘Applcatie ) (20 ) 1 ) ( 260 )
(wshosi) (000 ) (821001-1) (211218 ) (211220 ) (fopiviaaion) ([, 1o ) (" 10:00 ) ((10:10 ) (Orthopedes) (Ward61) (L1213 ) (hoplcatio) (7500 ) (1 ) (7500 )
(wshosi) (000 ) (821001-1) (211218 ) (211220 ) (Hospisimion) (", e ) (" 10:00 ) (T 10:10 ) (Orthopedics) (Ward61) ((N2470 ) (‘applcale) (571.940) (1 ) (571,00)
(wishosr) (000 ) (821001-1) (211218 ) (211220 ) (reoptsianion) (ricmm, ) (10:00 ) (1010 ) (Ortropedis) (Werd61) (41030 ) (ppicare) (_ 200 ) (1
(wstosl) (000 ) (821001-1) (211218 ) (211220 ) (repiviaton) (e ) (" 10:00 ) (10:10 ) (Onhopedics) (Werd61) (41600 ) (‘Appicaie) (100 ) (1

Benefit
applicability

Provider code Resident no. Visit date Receipt time  Visittime Department Ward Fee code

Unit cost Quantity Amount




Standardization of Employee Affiliation (Example)

Medical Expense Analysis Team, Department of Benefits Management, NHIS

Department switches

Labor Cost Redefinition of Changes in Svstem ID
q q m
Extraction occupation occupation & s
Removal of account sition Conversion load
Addition of months of PO
employment
DCM_EXT_PAYROLL_LEDGER PRIME_EXT_WORKING_PLACE PROD_WORKING_PLACE EMP_POSITION
Excel Data Converted Data 2
Year |Hospital | Month | Staff no. | Department |Occupation Position Account Amount Year |Hospital Name Staff no. dﬁirgrm%dnt Dgl:l" \:;fkcf Occupation Position Enter value Y
2005 | A 1| e0saz | N9y | Nuse | Levels | Salary | 4000000 | [ 2015 | A | wisosaz | aisoss | Ggheral | General | yyge | reing” Y
Department switch Redefine position  Remove account
Converted Data 1 Add months of employment System Load
Year |Hospital | Month | Staff no. | Department |Occupation| Position emgrlg;];%t Amount Year Staff no. dﬁg;ee?\t D:g:ﬁ"x;tk"f Occupation Position
2015 | A 1| 18042 | Generalward | Nurse | UrSec 1 4,000,000 15 2634 4076 4076 103 10




Diagram of Fee—based Costing

Medical Expense Analysis Team, Department of Benefits Management, NHIS §

the service—provider department account’s costs.

Calculate the costs for each major account by performing fee—based costing based on

Generate
primary data

Define base
codes

Define
costing
method

}

Fee—based
costing

Costs per service—providing department (department/account/cost)

Adjustment of cost object (Removal of non—-medical project, etc.)

Direct department

Indirect
department

Prescription
supplies cost

. Logic for each service—providing

Standard logic for each account department’s account
3 o

C C
3 e| 8| 2 3 2| 8| 2

— —_ o — — —_ o —
g 2 ' 8E|zs| @ g g $ 8E|lgss| @ g
o = ol @ 3] X o = o< @ o X
o > =0 = O qd [ o > =0 = QO 9 [
Q = &) E (@] 8 S = Q =2 O ‘5 (@) 8 oy N
o o o) 2 Q o [N 2
o o = 5| A =
@] O
Allocation criteria Fee mapping Allocation criteria Fee mapping

Allocation criteria
of indirect
department

Reimbursable
material costs

Material fee

/

Average fee cost of service-
providing department

Average fee cost

E.g. Initial/recurring consultaW E.g. Intravenous drip

Fee cost




Flowchart of Fee—based Costing

Medical Expense Analysis Team, Department of Benefits Management, NHIS

Calculate unit costs by selecting fee codes for CP1(1), CP1(2), and CP2

CP1

Fee Fee Patient Sr":)r\\,’iigﬁ] ~
) o title code number dp t gt
Service—providing epartmen
; ........ dezartment—Fee— .......... AA‘I 56 286001 Surgery
verage cost Initial
: consult .
Costing results of service— ation AATS6 286001 Psychiatry
- : fee
providing departments (RCo) CP CP1 AAI56 286001 Pediatrics
Service—providing Service—providing _ KK052 486008 Surgery
department- ;
De artment_ ...... > department—Fee— """".E ........ Fee—Average cost .......... |ntrave .
P Cost : nous KK052 486008 Psychiatry
Account-Cost drip
KK052 486008 Pediatrics
CP2
N0531 686011 Surgery
Rib
: fracture
: . NO0531 486008 Surge
fsenanan Patlent—Fee—Cost .......... Closed gery
pinning

N0531 286001 Surgery




Multidimensional Medical Costing System

Medical Expense Analysis Team, Department of Benefits Management, NHIS

ALICS

(All-Level Mulfidimension Information Costing System)

TO-BE

payment system
Fee chan
monitoring

onversion index

decision
Daily flat-rate Relative value Sharing co
fee revision information
Qhe Fee for service Fee Suppo® fq
Mty essential medical
oo0(l
Revise relative values, produce —~ B —  np, GOl " 000 B 000000
the evidence for cost-based %
fees, and provide support for  ~
future payment system é AS — | S
o)
—
ey 28
For all types and practices: medical, dental, oriental Rapid response to various demands from stakeholders
medicine, pharmacy Simultaneous simulation by building modeling tables if

Qualitative & quantitative expansion possible
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