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Abstract In this study, issues related to changes in base year, which have controversial effects on fees
in service contracts, were reviewed. In this regard, sensitivity analysis was conducted on the effects of
changes in base year on conversion factor by type. The benefits and disadvantages of each specific type
of medical institution were examined. Main conclusions are as follows. First, changing the base year to
be closer to the present time had a beneficial effect on the conversion factor of hospitals. Second,
changing the base year to be closer to the current point of time had an adverse effect on the conversion
factor of pharmacies and clinics and had a significant adverse effect on clinics. Third, assuming that a
single conversion factor is collectively applied to all types, a favorable effect occurred in all cases when
the base year was changed to be closer to the present time. Base year changes can bring about conflicts
of interest between insurer and providers, and within providers. Therefore, changing the base year
should be pursued upon mutual agreement on a reasonable basis for resource allocation. In addition,

it is necessary to provide incentives for temporary compensation for the types of losses incurred.
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where,

pop,: population growth rate of t,

str,: population structure change rate of t,
price,. conversion factor change rate of t,
gdp,: real GDP growth of t,

law,: effect of regulation change of t
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w : weight to the current year budget achievement

exp, , : target medical expense budget of ¢,,

exp,, - actually incurred medical expense t,,
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CF_: conversion factor of t,,; 1
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ACEMI conversion factor adjustment rate,
mei,  medical economic index
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Table 1. Medical Expense by category 2018
(unit: 10B won)

Expense Category
Service Fee
Total Basic Drug | Material
care Treatment
*Hospital_all | 7,766 2,113 3,440 1,863 350
T. Hospital 1,403 303 703 255 142
G. Hospital 1,258 346 643 162 106
Hospital 696 228 351 56 61
C. Hospital 553 290 197 64 1
*Clinic 1,508 751 658 73 27
*Dental_all 417 85 319 1 12
Dental H. 27 7 19 0 1
Dental 390 78 300 1 11
*Oriental_all 271 107 160 4 0
Oriental H. 36 19 16 0 0
Oriental 236 88 144 3 0
*Pharmacy 1,643 0 405 1,237 0

HEAA AR (mei)S AFE017] Yol HEAtet 2471
o] A%Hog Agsl Y= 74 FFY HlgTRE
HAASATA9] “FEE Ad7H] S st Q=)
T FARA A9 AR[15]15 ARSPH ZF §3E vl
872E o2 Table 2.9 2t

Table 2. Cost Structure by Type

Total Labor Gi/?getral Material
T. Hospital 100% 39.1% 27.8% 33.1%
G. Hospital 100% 46.1% 25.7% 28.2%
Hospital 100% 48.7% 30.3% 20.9%
C. Hospital 100% 48.7% 30.3% 20.9%
*Clinic 100% 55.3% 33.7% 11.0%
Dental H. 100% 55.3% 16.0% 28.7%
Dental 100% 51.8% 27.1% 21.1%
Oriental H. 100% 38.8% 34.1% 27.0%
Oriental 100% 50.8% 30.9% 18.4%
*Pharmacy 100% 65.6% 30.5% 3.9%
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Table 3. Actual Total Annual medical expenses for Table 5. PAF, for Base Year Senario
octor’s service by category
(unit: Bn won) 2007 | 2008 | 2009 | 2010 | 2011 | 2012
T. Hospital | 0.857 | 0.857 | 0.86 | 0.86 | 0.859 | 5,025
2007 | 2008 | 2009 | 2010 | 2011 2012 G. Hospital | 0.861 | 0.868 | 0.875 | 0.881 | 0.881 | 5,227
T Hosprial | 3,193 | 3.407 | 4065 | 4666 | 4820 | 5025 Hospital | 0.894 | 0907 | 0.929 | 0.934 | 0945 | 5,891

C. Hospital | 0.781 | 0.798 | 0.814 | 0.83 | 0.848 | 2,276

G- Hospital | 3.499 | 3810 | 4167 | 4744 | 5016 | 5227 “Clinic__| 0.971 | 0973 | 0.982 | 0975 | 0.972 | 9.754
Hospital | 2,010 | 2310 | 2.787 | 3.184 | 3,516 | 3801 Dental H. | 0948 | 095 | 0.958 | 0.962 | 0.968 | 92
C. Hospital | 596 | 872 | 1,150 | 1,515 | 1.879 | 2.276 Dental 0.996 | 0.992 | 0.996 | 0.997 | 0.995 | 1.436

— Oriental H. | 0.80 | 0.885 | 089 | 09 | 0.009 | 178
Clinic | 7.393 | 7.662 | 8334 | 8884 | 9,280 | 9754 Oriental | 0.995 | 0.995 | 1.012 | 1.006 | 1.003 | 1,726

Dental H. 56 60 70 79 90 92 *Pharmacy | 1.02 | 1.017 | 1.029 | 1.023 | 1.018 | 2,956

Dental 1,025 | 1,039 | 1,128 | 1,250 | 1,326 | 1,436 2013 | 2014 | 2015 | 2016 | 2017 | 2018

K _ __ T. Hospital | 0.858 | 0.859 | 0.856 | 0.851 | 0.853 n/a
Oriental H. | 102 | 101 | 11 1 1 178

rienta 31135 | 1% | 17 G. Hospital | 0.881 | 0.89 | 0.893 | 0.893 | 0.901 | n/a

Oriental | 1,187 | 1242 | 1446 | 1534 | 1,630 | 1,726 Hospital | 0.955 | 0958 | 0.952 | 0953 | 0.948 | n/a
*Pharmacy 2,293 | 2,366 | 2,603 | 2,748 | 2,841 | 2,956 C. Hospital | 0.868 | 0.893 | 0.915 | 0.934 | 0.95 n/a
2013 | 2014 | 2015 | 2016 | 2017 | 2018 *Clinic 0.971 | 0.964 | 0.96 | 0.958 | 0.955 n/a

Dental H. | 0.962 | 0.961 | 0.958 | 0.971 | 0.971 n/a

T. Hospital | 5506 | 5.803 | 6379 | 7.692 | 7.964 | 10065 Dental 10996 1099 | 1004 | 1.006 | 1004 | n/a
G. Hospital | 5,800 | 6,285 | 6,935 | 7,914 | 8,609 | 9,893 Oriental H. | 0.922 | 0.932 | 0.934 | 0.958 | 0.98 n/a
Hospital | 4163 | 4,292 | 4,623 | 4,848 | 5267 | 5,782 Oriental 1.005 | 1.012 | 1.012 1 0.992 n/a

*Pharmacy | 1.016 | 1.008 | 1.004 | 0.998 | 1.002 | n/a

C. Hospital | 2,783 | 3,279 | 3,707 | 4,149 | 4,498 | 4,873
*Clinic 9,992 | 10,579 | 11,131 | 11,768 | 12,802 | 14,086

Dental H. | 109 | 131 | 165 | 200 | 237 | 254 Ao R A2 BT AR (mei, | )E ALEste] 71E]]
Dental 1,764 | 2,212 | 2,610 | 3,146 | 3,604 | 3,781 = ‘Eﬂ%‘oﬂ 11]—% 3:5_]_,‘1_}7\]_/'\_ ‘?ﬂﬂ‘g /‘%—ﬁﬁy_% E]'—% Table
Oriental H. | 200 217 255 294 334 353 6.3} 2

Oriental 1,882 | 2,023 | 2,034 | 2,086 | 2,169 | 2317
*Pharmacy | 3,049 | 3,249 | 3,360 | 3,617 | 3,849 | 4,055

Table 6. Changes of ACF, = for Base Year Senario

(unit: %)
Table 4. PAF, for the Base year 2007 at 2019 using
" 2007 2008 2009 2010 2011
data to 2018 T Hospital | 123 | 123 | -12.1 | -12 | 122
- - G. Hospital -11.8 -11.1 -10.4 -9.8 -9.7
Mexp,,| Yexp,, | pafe,-,)| paf, | PAF, Hospital -8.3 -7 -4.8 -4.2 -3.4
i=h =1 C. Hospital -19.9 -18.2 -16.6 -15 -13.1
T. Hospital | 6,858 6,637 -0.011 | -0.132 0.853 *Clinic -0.3 -0.2 0.8 0.1 -0.2
. Dental H. -2.7 -2.5 -1.6 -1.2 -0.6
G. Hi 1 ,190 0, -0.06 -0.0 0.901
ospital | 7.1 75 o U ? Dental 2.1 18 2.1 22 2.1
Hospital | 4667 | 4543 | -0.067 | -0.038 | 0948 Orenal B | 89 | 95 i i =
C. Hospital | 3,158 2,864 -0.19 -0.029 0.95 Oriental 2.1 2 3.8 3.2 2.9
“Clinic | 12166 | 12174 | 0002 | -0.03 | 0955 Pharmacy | 49 | 47 | 59 | 53 | 47
2012 2013 2014 2015 2016
Dental H. | 154 151 | -0.038 | -0013 | 0971 ol | o123 | 25 |zl 2 | 22
Dental 2,432 2,424 -0.007 | 0.003 1.004 G. Hospital -118 | -11.1 -104 -9.8 -9.7
Oriental H. | 244 231 | -0.109 | 0.0 0.98 Hospital | -83 -7 48 | 42 | -34
- C. Hospital -19.9 -18.2 -16.6 -15 -13.1
Oriental | 2,128 | 2,131 | 0005 | -001 | 0992 i o3 02 1 o8 o o5
*Pharmacy | 3,699 3,723 0.019 0.001 1.002 Dental H. =27 -2.5 -16 -1.2 -0.6
Dental 2.1 1.8 2.1 2.2 2.1
Oriental H. -8.9 -9.5 -9 -8 -7
7% r W7o TR0 t|Xs ke L= Oriental 2.1 2 3.8 32 29
‘ﬂ%}'E 'E‘%j"% %OH Table 4% - % % Aoa 7]%‘5E *Pharmacy 4.9 4.7 5.9 5.3 4.7
£ 20079 R E 2016=71A] WHASH= F9- Ao2A
ol A7lAoko] ole] ®We] |3} dHHF ok = O
X]-?—(PAF,)Q/] ﬂE‘ﬁ 1394_‘_ 1;]____ Table 59]_ Z_:}q_ . o‘l‘]%“r‘ ]'7‘1]*1 ]-’]‘L, o, ]-"]', o, *1}:% o T
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W th& Table 7.3} Zth
Table 7. Changes of ACF, — for Base Year Senario

by type
(unit: %)

2007 2008 2009 2010 2011

Hospital -12.6 -11.9 -10.9 -10.3 -9.9
Clinic -0.3 -0.2 0.8 0.1 -0.2
Dental 1.8 1.5 1.9 2 1.9
Oriental 0.6 0.5 2.1 1.7 1.6

Pharmacy 4.9 4.7 5.9 5.3 4.7
2012 2013 2014 2015 2016

Hospital -9.3 -8.5 -8.3 -8.1 -7.6
Clinic -0.3 -1 -1.5 -1.7 -1.9
Dental 1.9 2.2 2.7 3 2.7
Oriental 1.9 2.6 2.7 1.9 15
Pharmacy 4.5 3.7 3.3 2.7 3
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Al oretstr] Yl ¢ Table 6.914 7 Y2 =35 ‘4’
Bfi= HY9] 71EdE 200799] ARG Y ES
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Fig. 2. Changes of ACF,  for Base Year

9] Fig. 2.25E thaa} 2o AL ¢ 5= 9tk

HA, WA WA 2ABL VFdAnS A4 A
T 7lrpo] RATSE =oAL

57, 712dES A0 F7to] ZFs}elekE
0] A5 AR BE $39) TS 2T

sl 71 ;Pq

AR 71Z2AEE HZ drs 2ATSE HYS 1
shot 3-8t 4 SR 2AEC AAl= EolETt
YA, 71Z2A w7 AT 7 ASE 9] 3

AXGANE HaZo] 74y nt,

chA, 1R @A) ol Fhglass Azl
A% PES 2 WSl glovt AN Aot
Aol 9tk

oA, T BAAS PBE 2 WEglo] et
U 712A5s BAdEe] o] 2AUSE 2E 57}
She A%l e

9o e Aol Hlko] & vf 7 EAE0] WAL @
Aok e WA Heole] IF 119 TS B
Aole] FeHAQ] Aol Folzrt SAHAS: AL Hol
7h 27 =9 ol 9] 47k BAol B st

cit o] %9 oF, A3, ol shie] H9IIES
AL Fols 2 15 £ olgo] Hxo)
aFoz BegozA oud vre 292 4 9
IEAE $3E 50l 9 1o Wb Holr} o
i skt A3 22§98 BANSE
715k 200743t 2] BE aoplaie] Hef 485
T PSS AT TPgshe B B

d

F

O

&

1

7wl et chest e FA1E Ahth

oo 000 Oeeed

rlr rlr

Fig. 3. Changes of A CF,  for whole type together

SIcka ZPgekE Q1T AA B BAASE 71E
MRS S B 7
# 9 YFOIAE 2AES BAo] 7P7he X
=2 wgsks 28 o)t ek



SHEARSH | &38| =R 2] #2138 A4S, 2020

3. E9

2008\5E Al §99 SRS Aok 7t 63
o] Yrksz, Wyl Z7he, 7 990] AFIE olwA
W0l 993 Ug, 7 99 TR SHE vee 4

AtE HollA =A= A

JE 100] WRke] A A9 2k ST A
g okt g $B9 WHE AW MGt U
A, A DL Eo] Fleiski A, ohw
A=AAA o] =go] A 5 of e 4%
el #4237t gl Aol

webd shiol Hietos £ 47 AAS vAetaL

oA 7 AAR JHHeke Ak 1E6 & vl gl
AR 3ok AL £7HA A4S Atk 9
BEAGAA FAHTE AT Ax A Az Ex3Ago]
EolEx= ZJX*O] Art. 719 H S A3tetr] Sk
71 AA9] £ v 39S 2AY Yol o]Foid
T U Ax "It ofER L7 @4do] o 43t
HA g 71EAE HA s JA5H HES=
7go] Fgsirt

H|IE AA| 7} Al<kolA 23" S4ER47 SGRE
%Oﬂﬁ AAetz Al 29 tEokl sejRte T2

oA SGREFo] AAote 87T FFE &=
7H Ig2 fAE] gt

SGREEY 7|&ALE 2007HEE AT} |43
og @%6 - 7/'—]\,8_ q——O-_TL} 71—9_ X1—7<4 o] 9}\1’4-

AR, 200795E |FFE ARG A o] A=
ACLE 2007¥S 7IEAEE AREst= o] AHY
£ ot opzt d3go] fAETE &4, SGREF 7]
Hgolug FAUT 71EE AHH R FA|Hopt =Y
9] ZgAlo] FA=E I F=H] FA| F&ZFo|t.

Z9ut olo] tisf thEat 22 §REo] 7hEsitt

A, SGRZEHZ Po| ARSIt siEjete o] 1Y
o] HAE 7HA I YA 7|EAEE 2007HOE HITA|
_7_7@5—]]0}:&1— E.;H o} 0]_[1_7]. 041;]_

A, 71e9EE oA F9E B WA
7hsd 84R, 71E Ak IR JsH ERT R332
A&H 0 2 A =E [
[3}}

AR, 71EAE 1A AAE =Ho2 ZF7|Hl ¢
A 2y N 5 Btk Fa% BAEC] =R &
Sk A2 viEAsA] Yt

watA 7|Edeet BHE e 7%

2

014

goraA w

AR AAR s EE @ PZ] = JAo
7] S1sh <l o A SR, YARFECIEAR, ¢

& A%, A DA, B B, 1%7&A}>wmf [16]
A sE BAASE] A5 g FA IO e
@77t Bag el

AP 1%9] WSk o2 33 4ajeiele] Az
8 2, e JlEds wA0R A% fe
£ FEA% BAE FFAL WSO N)EdE
WS a9 el e S U1 5 9 8
I Aolo) Aze B A%loR A48 4 glon
2 5yAs R FIAE A7AS THL 4B £F
3} EE AL vgoR kol 19T et Uk

P R FaA) B9 sl W 9L
3 o ohjet SRAR HiRolE 2 4TS ST

2(17] 71&d% W7ol A7 Hot ¢ EjF o B9
& AHYE viRsk=t 710 o e Ao tie HEE
Zast}
4 z2

2 AFollMe 2 =Tl HAL = SGREF A&
Al 7129E H4 3 e =] vl 7Eds ¥
o] itx|4o] mX= RS 1SR A4S fls
71EAEE B AU RE TEo] 7IEdEE |

1=
S WAAI|EA 2 fFE SRS 2HECl 2 %
U HEEE 7 ARSIt
1 AR 712wt @Al 7HA B EE
e fEE Ae v e £ 5H?<]h o=
RS FAAF Aol7} Eoj=

7 898 WrEe Hold gt Wt FA7% A
BHoR BEEA ge Wi 4R AgdnE
20079%8 I sk A2 F7tRAOIA ¥ ddes
48uE GeomrY S e TFsqo] 2
ofet $7HAIEA} Zolot & BBACLE ZAF A7
g % otk

b

ohl, /2R WS 49 5 2go] dy
2 A THsAo] U BER, 21T 7] S
A9 ARH] A2 L o] WED & 9o} o) 3=
7hs o] ek webd] F7b40l 7S Mo FH
ol ARk $YT F 71EdE o] HEslolo}

s,



%

(1]

(2]

(3]

(4]

(5]

(0]

(71

8l

9]

(10]

(11]

[12]

(13]

[14]

References

Ministry of health and welfare, “National Health
Insurance Law”, 2019.

Ministry of Health and Welfare, “Health Insurance
Policy Review Committee Meeting Results”, Press
Release, 2019.

Health Insurance Review & Assessment Service, 2019
I quarter medical expense review data, Nov. 2019.

B. H. Tchoe, Y. J. Shin, H. W. Shin, “Sustainable
Growth Rate(SGR) based Estimation of the National
Health Insurance Fee Level’, Health and welfare
Research, Vol.26, No.2, pp.141-166, 2006.

D. O, “A Study on the implementation of Global
Medical Budget Model for Hospital based on
sustainablity and efficiency”, Journal of the Korea
Academia-Industrial cooperation Society Vol.15, No.6,
pp.3534-3547, 2014.

DOL: http://doi.org/10.5762/KAIS.2014.15.6.3534

H. W. Shin, J. Y. Woo, B. W. Jeon, S.I. Hah, N. K. Yee
etc., 2016 factor for  healthcare
institutions, Korea Institute for health and social
affairs, 2015.

conversion

Erica Kelley, Lipscomb, Rhea, Valdez, Jennifer, Patil,
Nitesh, Coustasse, Alberto,"Medicare Access and CHIP
Reauthorization Act and Rural Hospitals”, The Health
Care Manager Vol.38, No.3, pp.197-205, 2015.

DOI: https://doi.org/10.1097/HCM.0000000000000267

R. W. Gail, “Improving value in Medicare with an SGR
Fix", N Engl ] Med Vol.370, pp.1-3, 2014. DOL
https://doi.org/10.1056/NEJMp1313927

R. Steinbrook, “The Repeal of Medicare's Sustainable
Growth Rate for Physician Payment”, JAMA, Vol.313,
No.20, pp.2025-2026, 2015.

DOI: https://doi.org/10.1001/jama.2015.4550

J. H. Kim, “A New Approach to Estimate the
Conversion Factor of RBRVS in the National Health
Insurance in Korea”, Healthcare Economics and
Policy Research, Vol.11, No.2, p.33-64, 2005.

D. O, “The Success requirement of implementing
Medicare’s SGR in Korea”, Journal of the Korea
Academia-Industrial cooperation Society Vol.3, No.3,
pp.221-226, 2002.

D. O, “Contractual Structure of fee for service and
2019 conversion factor for hospital’, The Korean
Hospital Association, 2018.

T. L Kay, “Volume and intensity of Medicare
physicians' services: an overview’, Health Care Financ
Rev. Vol.11, No.4, pp.133-146, Summer,

1990. PMCID:PMC4193115

A. F. Casparie, and D. Hoogendoorn, “Effects of
budgeting on health care services in Dutch hospitals”,
American Journal of Public Health Vol.81, No.11,

209

[15]

[16]

[17]

pp.1442-1447, 1991.
DOI:_https://doi.org/10.2105/AJPH.81.11.1442

Y. S. Shin, Shin Hyun-woong, Yoo Geun-chun,
Park Sylvia etc., “A Study on Accounting Data of
Medical Institutions for Improving Relative Value
Scale’, Korea Institute for Health and Social Affairs,
2012.

H. W. Shin, Young-Seok Shin, Jae-Yong Bae, Yeo
Na-Gum, Soo-Jin Oh, Hye-Young Yoo, Kim Yun,
Gil-Won Kang, Jin-Ho Kim, “2020 Conversion factor
by Type’ National Health Insurance Corporation,
Korea Institute for Health and Social Affairs, 2019.

Paul B. Ginsburg, and Kavita K. Patel, “Physician
Payment Reform — Progress to Date”, The New
England Journal of Medicine, Vol.377, No.3,
pp.285-292, 2017.

DOL: https://doi.org/10.1056/NE]Mhpr1606353

s

EEE

2(Dongil 0)

+ 19844 2¥ :
sk} (o]

- 19869 29 1 LTS TSkl
AgstaH7 oA

- 19914 89 : AeTsti tstel
AGTHA G

Agdista A

ol

+ 2010¥ 3¥ ~ 20114¥ 2¥ : University of Windsor
Visiting Scholar
< 19929 49 ~ @A : gzt

FAED
A7, 7L



