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I. Benefits Coverage and
Financial Protection

Kwon: Benefits & Financial Protection
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Financial Protection (WHO)
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Service coverage and cost sharing affects
financial protection of the insured

Out-of-pocket (OOP) payment at the point of
service determines

- Catastrophic expenditure on health
- Impoverishment
- Unmet Need

Kwon: Benefits & Financial Protection



S
=
10

0.

H

i

=

o

O

o

10 3
I o
oJ <
LR ;
o] K n
R 5

< N N

0 oT ol

< RC oy Kl
<Al Ko

A = o) o

XAl o,



%0 Public in Total Health Expenditure, 2015
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% Public in Total Health Expenditure, Korea
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Health Expenditure as % of GDP, 2014
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Potential Tradeoff

Potential tradeoff among population coverage, benefit
coverage, and financial protection

Generous benefits coverage

- high contribution can be a barrier to the extension of
population coverage

- negative effects on financial sustainability

Limited benefits coverage
- fails to provide financial protection
- may help extend the population coverage

Kwon: Benefits & Financial Protection 19
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I1. Service Coverage

1. Target Services

E.g., Fee-for-service in Korea

Decision criteria for benefits coverage?: clinical
effectiveness, financial burden on patients, impact on
budget, cost effectiveness, etc.

Facing rapid dissemination of high-cost medicines and
technology, positive listing tends to be used

Kwon: Benefits & Financial Protection
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Benefits package and Positive listing for Medicines
in Korea

1) Economic Evaluation for Benefits Decision
positive listing based on cost effectiveness

-> HIRA (Health Insurance Review and Assessment)
reviews the data submitted by pharmaceutical
manufacturers

2) Negotiated Pricing of Originator Medicines

price negotiation between NHIS (National Health
Insurance Service) and pharmaceutical manufacturers
with price-volume consideration

Kwon: Benefits Coverage 28
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I1. Service Coverage (continued)

2. Target priority diseases

- Analysis of the burden of diseases (BOD)

- Increasing burden of chronic diseases
E.g., Cancer coverage in Korea

3. Target population groups: efficiency, equity
- The elderly, vulnerable population, children
- Politics of priority setting

Kwon: Benefits & Financial Protection 26
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II1. Cost Sharing for Patients
1. Design of Patient Cost Sharing

Level of cost sharing: efficiency of health care utilization,
equity, and financial protection

Lower or no cost sharing
- Services with low problems of moral hazard
e.g., essential medicines, emergency care
- Target population with high return on investment:
e.g., children

- Vulnerable population or those with big financial burden:
poor, patients of catastrophic illness or chronic
COndItlonS Kwon: Benefits & Financial Protection 27
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Ceiling on total OOP (out-of-pocket) payment for
financial Protection:

higher ceiling for high-income people

Cost sharing for efficiency

- higher copayment for non-compliance of referral
system

- differential copayment to encourage primary care

E.g., In Korea, cost sharing for outpatient care

- 30% for physician clinics, 40% for hospitals, 50% for
general hospitals, 60% for tertiary-care hospitals,

Kwon: Benefits & Financial Protection 29
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2. Financial Protection Mechanisms, Korea

Exemptions of copayment:
the poor (Medical Aid program)

Discounted copayment:
elderly, children under 6, patients with chronic
conditions (e.g., 10% for renal dialysis)

5% OOP pay for catastrophic conditions:
e.g., cancer, cardio cerebrovascular patients

-> Policy change increased the equity in health care
utilization (Kim and Kwon, 2014; 2015)

Ceiling on out-of-pocket payment for covered services:
/ ceilings depending on income

Kwon: Benefits & Financial Protection 31
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3. OOP Payment and Provider Behavior

Out-of-pocket payment is about 35% of total health
expenditure, greater than the co-insurance rate (20%)
for inpatient care in Korea

Full payment for un-insured (un-covered) services is high

(Predominantly private) providers have strong incentive to
increase the provision of un-covered services

- Fee-for-service payment system
- Limited price regulation of un-covered services
- Rapid adoption of new medical technology and medicines

-> Importance of provider payment system and regulation
of the (private) provider behavior

Kwon: Benefits & Financial Protection B
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Coverage of NHI in Korea

Year 2010 | 2011 | 2012 | 2013 | 2014 | 2015
(o)
Yo NHIS 63.6 | 63.0 | 625 | 620 | 632 | 634
pay/NHI exp
<% Pub/THE> | <29-1> | <58.3>| <57.0> | <56.6> | <56.5> | <55.6>
Co-payfor | . c | 200 | 203 | 200 | 197 | 201
insured service ' ' ' : : '
OOP pay for
uninsured 158 | 170 | 172 | 180 | 171 | 165
services *

* For private wards, some specialist charges, some tests, sonogram, MTI, etc.

Sources: National Health Insurance Service (NHIS), [Medical expenses of patients covered by

i@]ﬂi@ﬁsfi@gﬁ]gial Protection

National Health'fi&ita
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IV. Policy Process for Priority Setting

1. Decision on Benefits in a TRANSPARENT way

Technical committee (experts), Technology Assessment

- collect, verify and interpret evidences on the cost and
clinical effectiveness of various services

- E.g., Technical committees in HIRA in Korea

Value judgment, consensus building
- Limits of cost-effectiveness for ethical or equity issues
- Benefits decision is essentially a priority setting

- Should reflect value/preference and willingness to pay
of society -> Tripartite Committee or Citizen Council

Kwon: Benefits & Financial Protection ik
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Health Insurance Policy Deliberation
Committee in Korea

Major decisions on premium contribution, pricing (medical
care, pharmaceuticals), benefit packages etc.

25 members, Vice Minister of HW as the chair

- 8 from payer representatives: labor unions, employer
associations, civic groups, etc.

- 8 from provide rassociations:
physician, hospital, dentist, pharmacist, etc.

- 8 from the public interests: MoHW (Ministry of Health
and Welfare), MoSF 1M|n|stry of Strategy and
Finance), NHIS (National Health Insurance Serwceg
HIRA (Health Insurance Review and Assessment
and 4 independent experts

Kwon: Benefits & Financial Protection 39
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2. Priority setting and Participation

Decisions on benefits package need consistent and
transparent process for priority setting, in addition to
evidence on cost effectiveness provided by experts

- Priority Setting inherently involves value judgement

- Single optimal solution to take into account all contexts
and contingencies may not exist, nor sustainable

-> May need adequate and fair process for decision
making (procedural justice)

Deliberation (among the participants/lay citizens)
- Leads to consensus building and information exchange

Kwon: Benefits & Financial Protection 41
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Criteria for Priority Setting for Benefits

- Severity (death, disability)

- Equity, Social solidarity

- Economic burden of patients, Number of patients
- Effectiveness, Cost effectiveness

- Budget impact, financial sustainability

- Individual responsibility

Definition of each criterion?
Relative importance of each criterion?
Who decides?

Changing value?

Kwon: Benefits & Financial Protection
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Accountability for Reasonableness (A4R)
(Daniels, et al., 2008) for deliberative fair process

A4R defines practical conditions to seek reasonableness when a
society makes a decision in a limited resource setting

a. Relevance: decisions need to have fair reasons expressed by
fair minded people

b. Publicity: relevant content related to the decision should be
open to the public at all times

c. Revisability: the ability to make revisions based on the
change in conditions or important information that was omitted
during the initial decision-making

d. Enforcement: laws or institutional structure should
enforce the aforementioned conditions

Kwon: Benefits & Financial Protection 45
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Experience of Korea (Kwon, et al., 2015)
NHIS Citizen Participation Committee

For 2 days in September 2012, 30 people were randomly
selected out of 2,650 applicants

- Exclude those with expertise or financial interest

- Experts and professional associations related to the service
items provided the most updated information to the committee

Deliberations on 45 medical service items for benefits coverage

- 23 service items were agreed to be covered by more than
50% of the members at the end of the meeting

Members rated financial risk protection and disease severity as
the top two priority values for benefits coverage, followed by
COSt_effeCtiveneSS Kwon: Benefits & Financial Protection 47



st=29| HE (Kwon, et al., 2015)
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Lessons from Korea: How to Institutionalize
Citizen Participation in Priority Setting for
Benefits Decisions

Sufficient time for deliberation

Works better for value judgement than for selecting
individual service items to be included in the benefit
package

Role of experts to provide information before deliberation
Need publicity: public disclosure of committee decisions

Willingness of policy makers and insurance agency to
accept the recommendations of the citizen committee

Kwon: Benefits & Financial Protection 49
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V. Policy Directions to Improve
Financial Protection

1. Reduce the Provision of
(cost-ineffective) Uninsured Services

Regulate the provision of un-insured services at the same
episode of care (when insured services are provided)

Expand case-based payment:
control the incentive to provide uninsured services

Kwon: Benefits & Financial Protection Sl
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V. Policy Directions to Improve
Financial Protection (continued)

2. Expand the Benefits Coverage and
Improve Financial Protection

Reduce the ceiling on accumulated OOP pay for the poor

Expand the service coverage with differentiated cost
sharing:

Lower cost sharing for cost-effective services to improve
financial sustainability

Kwon: Benefits & Financial Protection 10
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V. Policy Directions to Improve
Financial Protection (continued)

3. Institutionalize Transparent
Decision Process for Benefits Coverage

Social consensus and transparent process of priority
setting and benefits coverage:

- Criteria of decisions and priority setting
- Which services to cover
- Which level of cost sharing?

Kwon: Benefits & Financial Protection 55
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South Korea introduced mandatory social health insurance for industrial
workers in large corporations in 1977, and extended it incrementally to the
self-employed until it covered the entire population in 1989. Thirty years of
national health insurance in Korea can provide valuable lessons on key issues in
health care financing policy which now face many low- and middle-income
countries aiming to achieve universal health care coverage, such as: tax versus
social health insurance; population and benefit coverage; single scheme versus
multiple schemes; purchasing and provider payment method; and the role of
politics and political commitment. National health insurance in Korea has been
successful in mobilizing resources for health care, rapidly extending population
coverage, effectively pooling public and private resources to purchase health care
for the entire population, and containing health care expenditure. However,
there are also challenges posed by the dominance of private providers paid by
fee-for-service, the rapid aging of the population, and the public-private mix
related to private health insurance.

Health care financing, health insurance, universal coverage, Korea
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