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Abstract It has been reported that the National Health Insurance Corporation (NHIC) conducted fee
negotiations with healthcare institutions for the year 2024 with the assistance of the improved Sustainable
Growth Rate (SGR) model. The improved SGR model incorporates some modifications, including a
shortened data period, consideration of demographic effects, modifications to GDP growth effects, the
introduction of adjustment factor (3, and explicit inclusion of RVU deductions within the model.
Upon conducting structural analysis of the improved SGR model and by analyzing simulated data, several
areas requiring further enhancement are identified. First, due to the potential increase in volatility
resulting from the shortened data year, measures to mitigate volatility are necessary. Secondly, more
compelling evidence is needed to support the consideration of only 80% of the GDP growth rate. Third,
utilization of B should be reviewed because it could amplify the variability of arbitrarily calculated
values. Fourth, additional discussions are required regarding theoretical rationale and practical
implementation methods for the deduction of RVU to account for the impact of an increased medical
service volume. The refinement of the SGR model should be oriented towards incorporating long-term
perspectives on healthcare quality and efficiency, rather than merely altering the current formula.
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SGR(Sustainable Growth Mode)®2®2 3
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SGREFo] &Aoo o]gH1l qlrt. MIPSEYPLSE law, ;: regulation change rate of t of j
H71E v=3 2 o] By OE e 78NS
gt 7P a3 F3 A9 shz EEEIT ot 21:}74] 2 BRAZos 73k
[7,8,101. _AEt D (1+8grt,j) )
SGRER 9| &g} #sto] ¢-2]9] SGRET 282> AR
thewt 2o E4L AUk 24, v=} gel Wge g = s
= A ZAS AMEH- Zo| ofUch SA) oo Where, TE, ;: target medical expense of t
SGRE _‘(__3__ va-é ZJ’Q’] cd/g_% */‘1_\‘-?4% é;ﬁﬁ]—-“fﬁ] }\]_\_g‘.c—ﬂ_ A‘E‘t,j: actual medical expense Of t
I QJck AR, 929 SGREH2 +7HEA9] 7|2 A=
2t F8ET Fd 271 AALS 9u|shA] k=r) 3HARE BE AE LA A& vas)
@ SGREFo] 7HE FrfiAe) exg Folu =Sl AIAE( PAR)E AETT.
7F B4 2B HoE Zo7] g5 7|E= TE, . AE, .
% ENEL AE‘EHHoﬂ 12 PAF;].{( i m}WH 3
7HeE 1P 7 SR =Y 0IE A= ’ AE,
AdHoRE JfAd FH Y SGREF L & 4= Ut (15 —AE, )
W SGREY 729 J@How FAW drst { *LE b0 }*0.25
Az F50) ot BEewos B RS WHdeh St b S9T
22 A7 A ¥[11 712eE 240 QM}X] ulzhE o} Where, PAF, ;: performance adjustment factor
T o 12 Fd GAJAIR] S-S OF 9] t,: The starting point of model application
A A 5171 H ToltH13). TE, _;; sum of target medical expense
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3.1.1 SESGREH

Qe 271 WA V1% ARE AESHE FYSGR
B2 BA ml=oA ol &EAY vHSGREF S A&
Ao g WHAAL HPolty, AYSGREFGNA it
& 27488 Toht F29 BAL TjeT 2T A 1
GAR A&7 E(sgr)S FRITH

sgry; = (1+pop,)*(1+str,)*(1 +chtj)

*(1+gdpt)*(1+lawf_j)
Where,

pop,: population growth rate of t

M

str,: population structure change rate of t

ch

¢,j- conversion factor change rate of t of j

gdp,: real GDP growth rate of t
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from O to t of j

AR, sum of actual medical expense
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from 0 to t of j

4AAR (99 AT BN 2YE (R, )T B4
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CF, ;= CFy1) Ben,

Where, MEI;_,); medical economic index of

class j for time (t-1)
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Fohe 771 Rg 0l =AE AL
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Where, AAR,: The average increase rate based

on factors such as real GDP growth rate

Where, 7

;¢ the adjustment rate of j
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Where, §,: the adjustment coefficient
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CF ;= CFy) Beg,

12

Where, RVU. relative value unit rate changes
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o] AmE &89 7 Kol AEshe AE vl
37] 918h Thet 2

8RR H C P ATHA

L RABH AR 10970 A2

. pop, =0, str, =2%, ch,; =2%, gdp, =3%,

S
N
Nl
o2
ol
ol
R
)

law, ; =0,
. meiy=1.039, mei,=1.037, meip=1.039
. AAR, =1.027

A7 SR elaslmel 10U AmEls The
Table 13 Ztial 713t

Table 1. Actual medical expenditure for each group

1 2 3 4 5 6 7 8 9 10

25 | 30 | 34 | 39 | 48 | 54 | 54 | 54 | 54 | 57

35 | 36 | 36 | 37 | 38 | 39 | 39 | 40 | 41 | 48

P| 6 6 6 6 6 6 6 6 6 7

9 714l wet dPSGREFHM1)Q] 1097, SGRA
ARP(M2)9] 447t H3 F=EH|, PAF, = Table 2 -
Table 49} Ztt.

Table 2. Target medical expenditure for each group
1)

1 2 3 4 5 6 7 8 9 10

25 |26.8|31.7(36.7|42.2|51.8| 58 |57.9|57.9|58.9

35 |37.5|38.3 | 39 |39.8|40.6|41.4|41.8|42.9|43.9

Table 3. Target medical expenditure for each group
M2)

1 2 3 4 5 6 7 8 9 10

- - - - - - 54 |57.5(57.5|58.6

- - - - - - | 39 |41.6|42.6|43.7

Table 4. PAF,,, PAF, ; for M1 & M2

M1 M2
H 1.0099 1.0407
C 0.9919 0.9747
P 1.0344 0.9893

Eq.99] 71%3F @3YSGREFY] rof 2 AU
BAZAA= Table 59 2t BAME0 & 1=0.158 A%
S H =2.76%, C=2.48%, P=3.11%% YelgTh

Table 5. ADJ; ; according to r for M1

1 0.75 0.5 0.25 0.15
H 3.29% 3.13% 2.98% 2.82% 2.76%
C 1.48% 1.77% 2.07% 2.37% 2.48%
P 5.65% 4.90% 4.16% 3.41% 3.11%
gap 4.17% 3.13% 2.09% 1.04% 0.63%
stdev 2.09% 1.57% 1.05% 0.52% 0.32%

o, RS

A= Table 63+ 2T

HEo

o =2

Table 6. R, excluding ARVU for M2

ALJgt SGRAME

6= 1/3 0 by formula g=
5.56% 8.93% 8.79%
3.04% 1.03% 1.29%
3.48% 2.63% 2.74%
gap 2.52% 7.90% 7.50%
stdev 1.35% 4.18% 3.98%

BOES BhFoE LAY ANE FYSHH Thex

2.

. AYSGREHO] H|5| SGRFARFS] 8-FE A
A5 287 Aozt At
. FYSGREFGONA F2 ARESH= 1r=0.15914 |

N

Aok FaAe] Aol 0.63%0] BT FA WAL
}

. SGRAAR G AXE ATkl 3=1/35 A
Eioks A9 iAot H AR Apol= 2.52%0]1L HE
HXE= 1.35%0|t.

. RS QAE &9 HEEIT AHSGREF
orE PPH)C &°® X4 SGRAAEFGoJA=



&9 =22 A24A A10%, 2023

H)P)C &0 & slAch

. ¥ By BE HYL S0l X sHATE AYSGREH
o4& r=0.15014 Cx& HYl 7M7he 3 7HAE= vk
SGRAAEFNNE g=1/30r& C P}t fAKRE 3
< 7.

. AAESGREFNA =JH ARVU gt A%
walo] tigt ojsiEAIALe] FE o HAT S =25
Hoke 49 25 A 28] (= 42 7t

s

L
=

k1

2

[

4.

rhu

H|

2 ATe 718 712 ARE AFce A
2y 29] 3ol FIYSGREFY H Aot AHog
47l WAESGREFS o|2H 02 H|W-EA4sta 7}
Aol ol 272 55 NAESGREGAA Yepd 5
U= 8 ool s EA45k3Act SGREF-S 1L 53t
ofg] 7} vlgolz Eetal TS FAS $It 7]
Z A=E AlZoks AWl BFo= o 7|7k Bt
ARgElo] itk B3 AJH] AFg B4, 7|EAE, 98
H[-8 2] 4= So|A ZjAo] o] H T TS ot B
oA SRS 2 E Ak Al gt AlEE
o]FojX| 1 Glrt. o]2A $4] BA M} wo| 2w A4S
Bl AMEA AlbE SGRFARZ (Dl whaf that &
2 A Atsitt.

. SGRAAR A ARAES
< A HF AT 4] Ale]9
Atk webd 7EAE w52 A FFPS FASHL
Gost a9E AASGEE FPS AT art A
E3H 109719 AA=E ARt 7Ab7] 44971
B Bl A9 FEEAR T4 SRR Al
2 || vl2g] FAE0] +84& AXT YR % Stk

. AIME SGREFNA =YH G+ SGREFS WE
A& £0l1 o] BYo] gt S AYE S8
ok ol QJIFE A 47 Aol =YE Bt o
En. J8u 8 SolAY s vER AYE A7t
o]d ol H|s Tl Ei= A HEAdo] & ZoR
et 28499] AV Sk A 71EA daE U
Rt A4 7S] 5%E W2 AL g ¥k gl
1% @A 44" Fee 95 F3S Adsties =
Bt} meba] daAdo] Wg B ot ofye} g7} 7kx]9] 9]
uE Booih o] F2 HFP9 F8IsAHS e

R = = T«

[
=

680

faolng rgEofof gt

B9 AgoAE ARVUE AR Eet 1
olfr= ARt WAlo] BstEAl g7l wizeltt gt
7144 Ak B Bk oy} AR, H]
Holo] Folgt A, oz wE Fof w2} = A
A 2 d2] A2E sl BEFog 7hEsir e
Aol 1% -3%x= d& FA°Ih wekA o] ge A

=ZH O
O T

St Aol f9 TR B9 () FAAST 2380]
A& 5 91 o] $X S7FEROIA AGEAL 9

BEZFAL #8517 AE SRtk wEbA 1Y A
9] AFHQl H8: ofPA Hrt. BEHOoZ 7|
A Adolghs WAE X153] A= ofof gl
upxjeto 2 @YPSGREF2 AA AAE SGRWAR
Pk 22 Ao ofet BY YRolA 98 Holut &
&9 FHEoR v 4= ole F o 31 AR
HOl 4 BAE SGREY 7fdto] Hasich E3 of
ITH IR HGAAL Q5ol8%F BAE 2F Holld &
o HA=808 o 4= el HPS FA5ke HRtE A

W gast Ue

References

[1] National Health Insurance Corporation(NHIC), Medical

expenses statistics for the year 2022, as of May 2023.

[2] Ministry of Health and Welfare, 11th Health Insurance
Policy Review Committee Meeting (June 29, 2023),
July 2023.

[3] Medical Newspaper, "2024 Fee Negotiations: What
Did They Leave Behind?", 2023.7.

[4] CMS, medicare-fee-for-service-payment, 2023.

[5] American Medical Association(AMA), Understanding
medicare-s-merit-based-incentive-payment(MIPS),
2023.8.

[6] Congress.gov/bill/114th-congress/house-bill/2/text,
H.R.2 - Medicare Access and CHIP Reauthorization
Act of 2015.

[7] 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.

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.

Y. J. Shin, J. Y. Woo, B. W. Jeon, S. 1. Hah, N. K. Yee
etc., 2016 conversion factor for healthcare institutions,



SGRAAZE(RDe] gt E43 fa4 SHE A At
Korea Institute for health and social affairs, 2015. [21] Reeves, A., Basu, S., McKee, M.et al., “Does investment in

the health sector promote or inhibit economic
growth?”, Global Health, Vol.9, No.43 , 2013.
DOL: https://doi.org/10.1186/1744-8603-9-43

[10] D. O, Contractual Structure of fee for service and
2022 conversion factor for hospital The Korean
Hospital Association, 2021.

[11] D. O, “A Study on the design of hospital budget
variance analysis model reflecting efficiency and an
attainable target cost”, Journal of the Korea Academia
Industrial  cooperation  Society, Vol.14, No.2,
pp.696-706, 2013.

DOI: http://dx.doi.org/10.5762/KAIS.2013.14.2.696

2 = 2(Dongil O) [Hall]

- 19849 29 : A2t AgE
Sk} (FEHA

1986 29 : A2t tfe-d
2 gstat (F9eHAD

19914 8¢ : Al&dista thshed
A8t (FYgeEAD

19914 99 ~ 1992 39 : 4HYd

[12] D. O, “A Study on the Sensitivity of Conversion Factor
According to Change of Base Year’, Journal of the
Korea Academia-Industrial cooperation Society,
Vol.21, No.4, pp.201-209, 2020.

DOI: http://dx.doi.org/10.5762/KAIS.2020.21.4.201

[13] D. O, “A Study on the design of the outpatient and
inpatient conversion factors based on the medical

expenditure budget system”, Journal of the Korea 3|AHol AgANER
Academia-Industrial cooperation Society, Vol.21, - 20104 39 ~ 20114 29 : University of Windsor
No.2, pp.470-478, 2020. o

DOI: https://doi.org/10.5762/KAIS.2020.21.2.470 Visiting Scholar

. Y 49 ~ A : Aldoiely 22HEg-A skt wds
[14] D. O, “A Study on the introduction of the outpatient 19929 49 ~ @A : sty 2EEF§A IS 1

and inpatient conversion factors in the 2020 physician fee

contract”, Journal of the Korea Academia-Industrial (FA o}
cooperation Society, Vol.22, No.4, pp.183-194, 2021. oty HFlEs WAAY, AZHE, Lo

DOI: https://doi.org/10.5762/KAIS.2021.22.4.183

[15] Newhouse, J. P., "Medical care expenditure: a
cross-national survey', Journal of Human Resources,
Vol.12, pp.115-125, 1977.

DOI: https://doi.org/10.2307/145602

[16] Leu, R. E., "The public-private mix and international
health care cost', in A. J. Culyer and B. Jonsson eds.
Public and Private HealthcareServices, Oxford: Basil
Blackwell, 1986.

[17]1 S. B. Zaman, N. Hossain, V. Mehta and S. Sharmin,.,
“An Association of Total Health Expenditure with GDP
and Life Expectancy’, Journal of Medical Research
and Innovation, Vol.1, No.2, pp. 7-12, 2017.

DOI: http://doi.org/10.15419/imri.72

[18] Shaw JW, Horrace WC, Vogel RJ.,“The determinants of
life expectancy: an analysis of the OECD health data”,
Southern FEconomic Journal, Vol.71, No.4, pp.768-783,
2005.

DOI: https://doi.org/10.2307/20062079

[19] Gerdtham U-G, Sggaard ], Andersson F, Jénsson B.,
“An econometric analysis of health care expenditure:
a cross-section study of the OECD countries’, Journal
of health economics, 11(1), 1992, pp. 63-84.
DOI: https://doi.org/10.1016/0167-6296(92)90025-V

[20] Farag M, NandaKumar A, Wallack S, Hodgkin D,
Gaumer G, Erbil C.,“The income elasticity of health
care spending in developing and developed countries”,
International Journal of Health Care Finance and
FEconomics, Vol.12 No.2, pp.145-62, 2012.

DOI: https://doi.org/10.1007/s10754-012-9108-2

681



