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Health Care Reforms in South Korea: What Consequences in Financing?

Abstract

This paper investigates the structural transition in health care finance in South Korea
which may be affected by two major reforms in 2000: integration and separation. Using the
OECD Health Data 2009, we longitudinally compare the performance outcomes of OECD
countries in financing health care with a special focus on the case of South Korea. We find that
total expenditure on health (THE) relative to the gross domestic product (GDP) in Korea has
persistently increased over the entire period of study (1980-2006), and a particularly sharp
increase has occurred after two major reforms in 2000. The time series analysis revealed that
statistically significant increasing trends in THE/GDP and in the ratios of decomposed sources of
payment to THE, such as government subsidy, social security scheme, total public health
expenditure, and private insurance payment. Meanwhile, the percentage changes in the ratio of
out-of-pocket payment to THE showed a decreasing pattern. Findings suggest that the public
coverage of our health system has improved over the time with rising portions of government

and social security financing out of the total health expenditure.
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l. Introduction

The purpose of the study is to evaluate the current structure of South Korea’s health care
finance from worldwide perspective and to document recent evidence regarding the effects of
two major health care reforms in 2000. We first compare various dimensions of health care
financing across countries in order to locate the appropriate balance of financing sources in
South Korea (henceforth, Korea). Then, we examine changes in characteristics of Korea’s health
care finance during the three decades since the beginning era of universal health insurance
launched in 1977. Findings from the case of Korea’s health finance may provide some insight
for world health care systems, which have struggled with the shared tensions and goals of fair
contributions, cost control, and quality services (WHO, 2000). Moreover, understanding the
effects of Korea’s reform in health care may give a reference level for the potential effectiveness

of similar reforms in other countries.

I1. History of Korean Health Care Reform®

The health care system in Korea has developed dramatically over the past three decades.
The most remarkable achievement in its evolution is the adoption of the universal health
insurance. In 1977, the government mandated compulsory medical insurance for employees and
their dependents in large corporations of more than 500 workers. Coverage of the national health
insurance (NHI) has continually expanded to include more occupational groups of citizens such

as government employees, teachers, workers in smaller firms and the self-employed.

! Descriptions here were partially adopted from the previous paper, “Performance of Universal Health Insurance:
Lessons from South Korea™ in the World Health and Population (Moon and Shin, 2007).



Government employees and teachers became beneficiaries of the NHI program in January and
those working in corporation with more than 300 employees were joined in July of 1979.
Industrial workers working for firms with more than 100 employees started to be covered by the
NHI in January of 1981. Finally, the universal health insurance was further extended to industrial
workers belonging to small firms with more than 5 employees in 1988. The self-employed and
the beneficiaries of the Medical Aid program began to be covered from 1989 (Kwon, 2002).

In order to effectively extend the health insurance coverage to its population, the Korean
military regimes strategically separated the working population into employees and the self-
employed (Peabody, et al., 1995). Mandating employers to cover their employees has been an
effective way to extend coverage from the government’s perspective. The notable thing
associated with the mandatory expansion of the coverage in South Korea is that “universal health
insurance coverage has been accomplished without any major disruption to the overall economy,
any apparent harm to specific industries, or any adverse impact on small firms” (Anderson 1989;
Kwon, 2002). Ultimately, virtually all Korean citizens were covered through the NHI by 1989.

Until the economic crisis in 1997, the Korean universal health insurance system was
stabilized both financially and administratively. Subject to the minimal guidelines imposed by
the central government, the decentralized insurance societies, either private-sector initiatives or
medical insurance societies, served the covered enrollees (Jeong, 2005). Each independent
insurance society had autonomy in managing the scheme for enrollees and set the level of
contributions and benefits, collected premiums and co-payments, and reimbursed and monitored
providers of medical care services for their enrollees (Peabody, et al., 1995; Kwon, 2002; Jeong,

2005).



Financial feasibility was its own responsibility of each society. However, the inefficiency
of operating 350 individual insurance societies and financial inequity across the health insurance
societies gradually emerged as serious problems in the administration of the universal health
insurance. On top of that, the economy-wide financial crisis in 1997 dramatically increased the
overall NHI’s financial deficit. Concerns regarding both the inequity in health care financing
between employment categories and the chronic deficit of health insurance societies for the self-
employed led the Korean government to instigate the integration reform in July, 2000, which
involved the merger of all health insurance societies into a single insurer, the newly formed
government agency of the National Health Insurance Corporation (NHIC) (Lee, 2003; Jeong,
2005; Kwon, et al., 2005). Additional to the integration reform for equity and efficiency, the
Korean government implemented another major reform in July, 2000: the separation of drug
prescription by medical doctors and drug dispensing by certified pharmacists in order to improve
pharmaceutical specialization and quality care (NHIC, 2005).

In the Korean experience, the rapid expansion of population coverage, however, has
resulted in several problems, such as low contribution levels with limited health benefits, little
involvement of the public sector in the health care delivery, cost inflation, and financial distress
(Kwon, 2003). Although the launching of the National Health Insurance Corporation (NHIC) and
thus the integration reform was to improve the financial soundness of the health insurance
system, and to enhance the efficiency and equity among Korean beneficiaries, limited number of
studies has been completed to evaluate the effects of health care reforms in Korea. By critically
documenting the process and consequences of two major reforms in Korea, this study may
provide useful implications for the prospective health care reforms in countries worldwide

(Anderson, 1989; Peabody, et al., 1995).



I11. Data and Sample

We used the Organization for Economic Cooperation and Development (OECD) Health
Data 2008 and Statistical Year Books from the National Health Insurance Corporation (NHIC)
for the analysis. The OECD health data 2008 contains rich information on the trends in national
expenditures on health, sources of health financing, purpose of health-related payment as well as
diversified demographic factors of the thirty OECD countries over the years of 1980-2006.
While complete data are available for each country annually, there may be some technical and
data collection issues involved in an international comparison. Nonetheless, the data are useful in
outlining how well a particular health care system is performing and have been used in many
previous studies (Anderson, 1997). In particular, the data allow researchers to evaluate a

country’s progress of health system in comparison of that of other industrialized countries.

IV. Evaluating Trends in Health Care Finance of Korean NHI

Trends in Annual Balance

During the period 1990-2008, the Korean health care spending rapidly increased at an

average annual rate of 14.8%?, which is the highest growth rate among all 30 OECD countries

2 South Korea’s total health expenditures per capita was $401 in 1990, which grew dramatically to $1,349 in 2006 in
terms of the U.S dollars at 2000 purchasing power parity (PPP) rates. The average annual growth rate was computed
by driving the growth rate between the two time points of 1990 and 2006 by the number of annual periods equal to
16.



over the period. That was more than 20 time of the median OECD annual growth rate of 3.93 %
in Iceland.?

Countries like Korea with rapid economic growth tend to be characterized as higher rates
of increase in total expenditures on health. The case of Korea clearly demonstrates the
combination of relatively low initial per capita health care spending with high growth rate in
health costs which is accompanied by dramatic GDP growth and the extension of both insurance
coverage and scope of benefits over the three decades. Korea, however, is expected to face with

even greater challenge of increasing health care costs due to aging population.

EXHIBIT1
Trends in the Financial Status of Korea’s National Health Insurance (NHI), In Billions of Korean
Won, 1984-2006

1984 1985 1989 1990 1991 1992 1993 1994 1995 1996

Revenue 555 639 1812 2,432 3,269 3,774 4199 4711 5614 6,631
Annual % increase - 15.1 183.6 34.2 34.4 154 11.3 12.2 19.2 18.1
Expenditure 558 647 1585 2,164 2,487 2967 3,458 3,968 5,060 6,446

Annual % increase - 15.9 1450 36.5 14.9 19.3 16.5 14.7 27.5 27.4
Annual balance -3 -8 227 268 782 807 741 743 554 188
Accum. Surplus® b - - - b - 3,432 3926 4,120 4,002

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
Revenue 7,554 8,230 8,892 9,976 12,049 14,405 17,567 19,535 21,237 23,263

Annual % increase 13.9 8.9 8.0 12.2 20.8 19.6 22.0 11.2 8.7 9.5
Expenditure 7,766 8,775 9,585 10,919 14,244 14,913 16,097 17,474 20,146 22,944

Annual % increase 20.5 13.0 9.2 13.9 30.5 4.7 7.9 8.6 15.3 13.9
Annual balance -212°  -545° -693° -943° -2,195°  -508° 1479 2,061 1,091 319
Accum. Surplus? 3,785 3,036 2,243 919 -1,811°  -2,572° -1,492° 76 1,255 1574

% As of 2005 evaluated at the U.S dollars at 2000 purchasing power parity (PPP) rates, however, the absolute dollar
value of the total health care expenditure per capita in South Korea ($1,200, 26™) was relatively low at less than half
the OECD median ($2,662 in Australia). Both of South Korea’s total health spending per capita ($1,200, 26") and as
a percent of GDP (6.0%, 29" next to 5.7% of Turkey) were the lowest among the five countries (Greece, New
Zealand, Portugal, Spain, and South Korea) with a similar per capita income ranging from $18,000 to $24,000.



Source: National Health Insurance Corporation, Statistical Yearbook, various years (Seoul: NHIC)
Notes: Table formats adopted from Yang et al. (2008: 181).

#Cash flow surplus was reflected only, which excludes NHIC-holding asset values.

®Data not available.

“Deficit.

EXHIBIT1 shows the trends in the financial status of Korea’s national health insurance.
The annual balance of the national health insurance has been gradually deprived since 1992, and
suffered from annual deficits from 1997 through 2002, culminating at -2,195 billion KW in 2001.
Until 1990, the growth rate of revenue and expenditure stayed parallel, maintaining the annual
balance in a good shape. Since 1990, however, the growth rate of expenditure has exceeded that
of revenue by at maximum 9.3% point in 1996. This leads to the rapid reduction in annual
balance and the balance showed increasing deficits during 1997 ~ 2001.

In response to the financial deficits, the Korean government enacted ‘The Special Act of
Financial Stabilization of National Health Insurance’ in January 2002, which was designated to
terminate in 2006. Under this Act, the Ministry of Health and Welfare overhauled the system to
balance the revenue and expenditures through a newly established committee for evaluating the
overall health system. The government’s obligation to subsidize the national health insurance
was also inscribed in the Special Act, which guaranteed a stable stream of revenue from
government’s central account to the NHIC’s. The Korean government’s efforts to meet the
balance in health care achieved the goal in 2003 when the annual balance was recovered to
surplus of 1,479 billion KW in 2003 and in 2004, the accumulated surplus was recorded a
positive figure of 76 billion KW. High growth in expenditure, however, kept pressuring the
financial soundness of the NHI account, driving the persistent decrease in annual balance from

2,061 billion KW in 2004 to 319 billion KW in 2006.



As properly noted in Yoo and Moon (2006), without fundamental changes in the delivery
system of medical care, the external intervention of the Korean government to improve the
financial healthiness of the national health insurance will be only temporary remedy. In the long-
run, concerns are raised repeatedly over the inappropriate and excessive utilization of resources
mainly generated by the universal coverage in Korea (Anderson, 1989). Therefore, high
coinsurance levels and a wide range of uncovered services have been designated in Korea to
reduce the potential over-utilization of health services by patients. This response, however, has
not been fully successful as physicians tended to provide more uncovered services with higher
margins than covered services with lower margins (Kwon, 2002) and as patients are misled by
profit-pursuing physicians to seek the most sophisticated care for modest symptoms (Anderson,
1989). The NHIC’s responsibility for cost control in health care got more important through
tightening the reviewing process of the utilization of services among beneficiaries. The essential
point may be summarized as providing accessibility to quality care at reasonable rates of
contribution for consumers and enabling providers to run the business on reasonable margins that

allow investment in facility and medical technology development.

Trends in Public Financing

EXHIBIT 2 shows the trends in the percent of the total health expenditure (THE) out of
the gross domestic product (GDP) and the percent of the public health expenditure (PBE) out of
the total health expenditure (THE) in over the years 1980-2006. As illustrated in FIGURE 1, the
ratio of public health expenditure over the total expenditure on health (PBE/THE) increased
constantly from 23.2% in 1980 to 55.1% in 2006.

The increase in PBD/THE was particularly dramatic in 1980’s, which could be primarily

contributed by the gradual expansion of the NHI coverage through the implementation of the



national health insurance as a compulsory insurance plan for all citizens residing in the Korean
territory. By the end of 1990, when the national health insurance was fully implemented for the
whole population, PBE/THE reached almost 40%. The growth rate of PHE/THE (70.3%) far
exceeded that of THE/GDP (17.6%) over the expansion period of the NHI, 1980-1990.

The changes in PBE/THE during 1980~2006 seem to follow the same pattern of the
changes in THE/GDP, implying that the public spending takes a primary responsibility of
funding total health expenditure.

EXHIBIT2
Trends in Total Health Expenditures and Public Financing of Korea’s NHI, Percent, 1980-2006

1980 1985 1989 1990 1991 1992 1993 1994 1995 1996
THE/GDP* 3.4 3.4 4.0 4.0 3.9 4.1 4.0 4.0 3.9 4.1
PBE/THE® 232 329 344 395 369 36 36.7 355 381 409

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
THE/GDP* 4.1 5.1 4.2 4.5 4.6 5.2 55 6.0 5.4 6.4
PBE/THE" 431 53 477 482 485 545 524 531 517 551
Source: OECD Health Data 2008 (Paris: Organization for Economic Cooperation and
Development, 2008)
Notes: *Percent of total health expenditures (THE) out of gross domestic product (GDP)
®Percent of public health expenditure (PBE) out of total health expenditures (THE)

FIGURE 1
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The quantitative growth in public health care spending was followed by qualitative
growth, which was characterized as rising proportion of the covered services out of the total
services needed (Moon and Shin, 2007). At the initial stage of the NHI in Korea, policy makers
intended to lower the beneficiaries’ burden by collecting minimum contributions for then-
essential medical and surgical services, maternity care, hospitalization, pharmaceuticals,
acupuncture treatment, etc. However, the “low contributions and limited health benefits (Kwon,
2003)” policy in Korea evolved gradually toward larger benefit package with higher contribution
of beneficiaries in the following decade 1991-2000. Expansion of the benefit coverage may be
associated with the rise in PBE/THE over 1991-2000."

Secondly, the institutional factors have been involved in the rising growth rates of the
public health expenditure relative to the total health expenditure. Before the integrated single

payer of NHIC was launched in 2000, Korea’s national health insurance was operated by 350

* It is interesting sometimes urgent services such as vaccinations, ultrasounds, MRIs (Magnetic Resonance Imaging),
home care, traditional medications, meals in hospitalization, and even private rooms (rooms with less than six beds)
were not covered by the national health insurance in South Korea until 2005.
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independent but heavily government-regulated health insurance societies. Each independent
insurance society had autonomy in managing the scheme for enrollees: set the level of
contributions and benefits, collect premiums and copayments, reimburse and monitor providers
of medical care services for their enrollees. Financial feasibility was the responsibility of each
society (Peabody et al., 1995, Kwon, 2002, Jeong, 2005). However, inefficiency of operating 350
individual insurance societies and financial inequity across societies has gradually emerged as
serious problems in the administration of the universal health insurance. In addition, concerns
regarding both the inequity in health care financing between employment categories and the
chronic deficit of health insurance society for the self-employed led to the merger of all health
insurance societies into a single insurer in 2000 (Lee, 2003; Jeong, 2005; Kwon and Reich,
2005).> The big spike in 1997 for the trend in PHE/THE illustrated by FIGURE 1 may be
associated with the institutional inefficiencies to deal with a dramatic increase in the overall
financial deficit derived by the Asian Financial Crisis.

The growth rate of the trend in the public health expenditure over the total health
expenditure (PBE/THE) was lowered down to 13.6% over the years 2001-2006, while the total
health expenditure over the gross domestic product (THE/GDP) rose sharply by 39.1% from
2001 to 2006. Private expenditure from complementary private insurance may have played a role
for the lowered growth rate in the PHE/THE after 2000 reforms.

From cross-sectional comparative perspective, total health expenditure per capita at the
purchasing power parity (PPP) rates in Korea ($1,480) was relatively low at less than half of the

OECD median ($2,714). Korea’s total health expenditure per capita and as a percentage of GDP

® Additional to the integration reform for equity and efficiency, the Korean government implemented another major
reform in 2000: the separation reform for specialization and quality care (NHIC, 2005). By the separation reform,
the prescription of drugs was specialized to medical doctors and the dispensing of drugs was supposed to be
conducted only by the certified pharmacists.
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were the lowest among the five countries with similar per capita GDP: Greece ($2,483), New
Zealand ($ 2,448), Portugal ($2,120), Spain ($2,458) and Korea ($1,480).

The ratio of the public health spending over the total health expenditure (PBE/THE) in
Korea was 55.1% in 2006, relatively lower than comparable OECD countries such as Canada
(70.4%), Italy (76.7%), and Japan (82.7 %, 2005). We found that the public contribution in
health care located Korea at the 28™ place from the top, followed by the U.S. (45.8%) and
Mexico (44.2%) in 2006. Not surprisingly, the per capita public health expenditure at the
purchasing power parity (PPP) rates was also again in Korea ($815), remaining less than half of
the OECD median ($1,906 in New Zealand). Korea’s public health expenditure was the lowest
among the five countries of similar per capita GDP: Greece ($1,528), New Zealand($1,906),

Portugal($1,495), Spain($1,751), and Korea($815).

Trends in Financing Structure

EXHIBIT 3 and FIGURE 2 illustrate the structural patterns in the composition of various
financing sources for health care spending in Korea. The percent of the social security scheme
(SSS) out of the total expenditures on health started from 13.2% in the early stage of the
universal health insurance and reached 42.6% in 2006, effectively reducing the percent of the
out-of-pocket spending (OOP) relative to total health expenditure. This implies that the role of
the social protection toward the medically needy has been strengthened by the national health
insurance over time. Relative to the total expenditure on health, the percentage financed by
government and social security scheme has constantly increased by 25% and 223% from 1980 to

2006, respectively.
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In Korea, the high rate of uncovered or inadequately covered services under the NHI
program may have contributed to the rapid growth in the private insurance financing out of the
total health expenditure: the percentage financed by the private insurance rose from 0.8% in
1980 to 3.3% in 2006. With increased income and advanced medical technologies, strong
tendency for pursuing adequate care through complementary private insurance plan was
observed after the health reform in 2000.

The share of consumer payment for received health care services, when measured as per
capita out-of-pocket (OOP) spending was high ($492 in 2005) in Korea, fairly above the OECD
median ($402 in 2002). Even after controlling for income effects, Korean per capita OOP
spending was second highest after Spain among the four countries with similar

EXHIBIT 3
Trends in the Financing Sources of Korean Health Care, Percent, 1980-2006

1980 1985 1989 1990 1991 1992 1993 1994 1995 1996

Gov’t subsidy® 100 7.7 9.1 9.0 9.3 8.6 8.5 8.0 8.0 8.6
Social security” 132 252 252 300 276 274 282 275 301 322
Oop spending® 728 611 602 555 576 572 561 531 529 505
Private Insurance” 0.8 1.2 1.9 19 2.0 2.0 2.2 25 2.6 2.5
Corporations® 32 438 3.6 3.1 3.5 4.7 5.0 8.8 6.5 6.1

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Gov’t subsidy? 9.2 9.6 108 10.2 103 105 9.9 104 117 125
Social securityb 338 382 375 383 441 426 418 420 414 426
Oop spending® 478 434 434 423 373 387 394 392 385 36.9
Private Insurance’ 3.0 4.0 3.4 4.3 3.4 3.3 3.6 3.4 3.4 3.3
Corporations® 6.1 5.0 4.9 49 4.8 5.0 4.8 4.6 4.6 4.3

Source: OECD Health Data 2008 (Paris: Organization for Economic Cooperation and Development,
2008)

Notes: *Percentage of gov’t subsidy (GS) out of total health expenditures (THE)

®Percentage of social security scheme (SSS) out of total health expenditures (THE)

‘Percentage of out-of-pocket (OOP) spending out of total health expenditures (THE)

percentage of private insurance (PI) spending out of total health expenditures (THE)

*Percentage of corporations’ contribution (CC) out of total health expenditures (THE)

14



FIGURE 2

Sources of Finance and Total Health Expenditures
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per capita income (ranging from $18,000 to $24,000) : Portugal ($462), Spain ($516), New
Zealand ($374). In Germany and Japan, whose health care systems have been the benchmark for
molding health care system in Korea, per capita OOP was much smaller ($424 for Germany and
$353 for Japan).® These findings suggest that the successful expansion of health insurance
coverage in Korea has not necessarily guaranteed adequate financial protection against
potentially catastrophic medical expenses that a member of NHI plan might be exposed to.

Since the Korean NHI program was born with low contribution rates of insured
beneficiaries and the stringent government funding, the range of services like benefit-in-kind was
limited, leaving many medically indispensable services excluded from the benefit package. As a
result, the wide variety of services commonly received by patients remained uncovered or

insufficiently covered by the NHI plan. This may account for the high OOP spending by Korea.

6 Again, the proportion of total OOP spending to total health care expenditure as of 2005 was 38.5 % [the 3" highest
after Mexico (51.2%) and Greece (n.a.)] in South Korea compared to only 14.5% in Canada, 13.0% in Germany,
14.3% in Japan and 13.1% in the U.S.
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On the other hand, the NHI plan imposed high rates of the cost sharing for covered services
when it extended the coverage for the entire population concerning that the comprehensive
insurance enrollment may lead to moral hazard behavior in utilizing health services. Cost sharing
scheme is still an important tool for the NHI program to mitigate the burden of financing health
care by encouraging beneficiaries to be price-sensitive in their decision of using health care
services. Hypothetically, the cost-sharing rule could improve the financial stability of the NHIC
in Korea, but the fairly responsive patients’ demand for health care in regard to copayment is the
prerequisite to achieve cost saving through cost sharing scheme.

In summary, the completion of the Korean universal coverage within one decade is
remarkable, but this achievement should be admired with caution since the range of benefit-in-
kind and the financial protection for medical expenses seem to need a continual progress to

assure access to necessary care among the NHI beneficiaries.

Trends in Purpose of Payment

EXHIBIT 4 and FIGURE 3 indicates that, after the 2000 reforms, the total expenditures
on the administration & insurance sector (A.&l.) relative to the total expenditure on health
(THE) decreased significantly on average from 6.1% in the pre-reform years 1991-2000 to 3.9%
in the post-reform period 2001-2006. At a glance, we could reasonably argue that the 2000
integration reform in Korea’s NHI saved the administrative cost of running universal coverage.

Meanwhile, the percentage of total expenditure on medical services (MS) out of the total
health expenditures (THE) slightly increased from 54.6% to 59.8% in the pre-reform (1991-

2000) and post-reform (2001-2006) years, respectively. The mean equivalent test further
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EXHIBIT 4
Trends in the Purpose of Payment in Korea’s Health Care System, Percent, 1985-2006

1980 1985 1989 1990 1991 1992 1993 1994 1995 1996

Administration & 6.0 5.0 6.1 6.7 6.8 6.7 6.5 6.3 5.8 6.5
Insurance®
Medical Services® 47.8 51.4 50.3 530 50.7 519 522 504 528 534

Preventive Pub. Health® 3.6 2.4 2.0 2.2 2.0 2.2 2.1 2.0 2.3 2.4

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Administration & 6.7 6.1 4.8 4.8 3.9 3.9 3.9 3.9 4.0 3.6
Insurance®
Medical Services® B55.7 59.4 61.2 587 60.7 600 591 593 596 60.3

Preventive Pub. Health® 2.3 2.4 2.2 2.1 1.8 1.9 1.9 2.0 2.8 3.0

Source: OECD Health Data 2008 (Paris: Organization for Economic Cooperation and Development,
2008)

Notes: *Percent of total spending on administration & insurance out of total health expenditures
(A.&I./THE)

®Percent of total spending on medical services out of total health expenditures (MS/THE)

“Percent of total spending on preventive public health out of total health expenditures (Prev/THE)
FIGURE 3
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confirmed that the two sets of the average ratios, A.&Il./THE and MS/THE changed significantly
from the pre-reform period to the post-reform period(|t|=10.042, p<0.01 for A.&I./THE and

|t|=3.38, p<0.05 for MS/THE). In sum, through the integration of the 350 “quasi-public health
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care agencies” (Kwon, 2002: 38), the NHI system in Korea seems to achieve certain savings in
administrative costs, but cost savings did not occur in regard to payment for medical services.

It is worthwhile to note that one of the important goals of the integration reform was to
enhance preventive care. The segregated insurance societies enrolling a small portion of
population could not afford to invest their resources to preventive medicine. With a single payer
of supposedly better financial statue, it was expected to pay more attention to prevent health
problems which would be a fundamental solution to saving health care costs for curing illness. In
EXHIBIT 4, however, we observed no significant change in Prev/THE between the pre- and the
post-reform years, which suggests that the Korean government and the NHIC needs to put
expedited efforts to facilitate necessary infrastructures for better community health and to deliver

preventive medical services through local public hospitals and health centers.

Time-Series Analysis of Structural Change in Health Care Financing

We investigate the impact of 2000 reforms to the structure of the Korean NHI finance
using the ARIMA (1,0,1) model, results of which is presented in EXHIBIT 5. In relation to total
expenditure on health, the effects of the universal health insurance completion (1980-1989) and
of the 2000 reforms (2001-2006) on the sources of finance (upper panel of EXHIBIT 5) and the
purpose of payment (lower panel of EXHIBIT 5) was captured by two binary indicators. The
first time dummy for implemented universal health insurance was constructed with values equal
to 1 for years 1980-1990 and 0 otherwise. Then, the second dummy was designed to indicate the
post-reform years (2001-2006) as equal to 1 and 0 otherwise.

The time series analysis revealed that statistically significant increasing trends in

GS/THE (0.09 at 5%), SSS/THE (0.75 at 1%), PI/THE (0.16 at 1%), THE/GDP (0.05 at 10%)
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and PBE/THE (1.22 at 1%) whereas the decreasing trend is found in OOP/THE (-1.06 at 1%).

These results imply that public spending on the health care system has improved over time with

rising portions of government and social security financing. The role of private insurance

payment to total health expenditure has enlarged during the entire periods of 1980~2006 (0.16)

with a slight decline in the post-reform period (-0.87 at 5%). The social security contribution rate

(SSS/THE) has risen in the 1990s (-5.35 at 1% for 1980-1989 period) mainly due to the full

implementation of the universal health insurance completed by 1990. Total expenditure on health

relative to the gross domestic product (THE/GDP) was on rising trend over the whole years

(0.05), particularly increasing sharply after the 2000 reforms (0.98 at 1%).

EXHIBIT 5

Structural Changes in Health Care Finance, ARIMA(Z, 0, 1) Model, Percent, 1980-2006

Source of GS/THE? SSS/THE” OOP/THE® PI/THE® CCITHE®
Finance

Year (trend)  0.09 (1.96)**  0.75 (5.66)***  -1.06 (-3.03)*** 0.16 (3.86)***  0.07 (0.57)
1980-1989 0.42 (0.64) -5.35 (-5.90)***  4.01 (0.74) 0.14 (0.18) -0.35 (-0.32)
2001-2006 0.82 (1.20) 2.78 (1.51) -3.67 (-1.64) -0.87 (-2.66)**  -1.03 (-0.51)
Constant 7.84 (10.6)***  21.0(10.3)*** 7.7 (9.58)*** (.23 (0.27) 3.97 (2.28)**
AR Lag 1. 0.39 (1.12) 0.45 (2.15)** 0.53 (2.20)** 0.67 (2.23)** 0.36 (0.32)
MA Lag 1. 1.45 (2.15)**  1.00 (0.00) 0.32 (0.87) -0.28 (-0.81) 0.06 (004)
Purpose of THE/GDP' PHE/THE? A.&I./THE" Prev/THE' MS/THE!
Payment

Year (trend)  0.05 (1.82)* 1.22 (4.75)***  -0.05 (-0.54) -0.02 (-0.40) 0.25 (0.85)
1980-1989 -0.11 (-0.34)  0.32(0.12) -0.69 (-0.59) -0.17 (-0.13) -2.95 (-0.90)
2001-2006 0.98 (3.37)***  0.24 (0.07) -1.34 (-1.13) -0.22 (-0.39) 2.87 (0.73)
Constant 3.30 (7.22)*** 22.3(6.31)***  6.65(3.56)***  3.18 (2.23)** 51.0 (90.9)***
AR Lag 1. 0.54 (1.26) 0.26 (0.19) 0.52 (1.32) 0.89 (4.39)***  0.62 (3.09)**
MA Lag 1. -1.00(-0.00) 0.08 (0.05) 0.45 (1.12) -0.04(-0.09) 0.35 (1.16)
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Source: OECD Health Data 2008

Notes: Asymptotic Z-statistics are reported in the bracket. *<0.1, **<0.05, ***<0.01
*Percent of government subsidy out of total health expenditures (GS / THE)

®Percent of social security scheme out of total health expenditures (SSS / THE)
“Percent of out-of-pocket spending out of total health expenditures (OOP / THE)
YPercent of private insurance spending out of total health expenditures (Pl / THE)
*Percent of corporations’ contribution out of total health expenditures (CC / THE)
"Percent of total health expenditures out of gross domestic product (THE / GDP)
9Percent of public health expenditures out of total health expenditures (PHE / THE)
"Percent of total spending on administration & insurance out of total health expenditures (A.&I./THE)
'Percent of total spending on preventive public health out of total health expenditures (EPrevH / THE)
Jpercent of total spending on medical services out of total health expenditures (MS / THE)

Determinants of the National Health Expenditure

EXHIBIT 6 presents the estimation results to identify the determining factors of total

health expenditure during 1990-2006. Using five alternative models of log-log variables, we

attempt to capture the elasticity association of total health expenditure (THE) with various

components of THE. To accommodate the serial correlation in residuals, we applied three

EXHIBIT 6

Determinants of Total Health Care Expenditure, 1990-2006 (N=17)

Dep. Var.: Model 1 Model 2 Model 3 Model 4 Model 5
INTHE® OLS Newey-West ~ ARIMA(1,1,1)  ARIMA(2,1,0)  ARIMA(3,1,0)
InGS® -0.002 (-0.00)  -0.002 (-0.01) 0.34 (0.91) 0.28 (0.48) 0.25 (1.53)
InSSC® -0.39 (-0.40)  -0.39 (-0.56) -0.65 (-0.95) -0.76 (-1.57) -0.48 (-1.90)*
InOOP* -1.29 (-1.65)  -1.29 (-2.00)*  -1.38 (-3.05)*** -1.44 (-1.86)*  -1.46 (-13.01)***
InPI® -0.55 (-0.84)  -0.55 (-1.04) -0.45 (-0.64) -0.51 (-0.47) -0.7 (-2.01)**
INA.&I 0.83 (1.57) 0.83 (1.65) 0.9 (3.12)*** 0.92 (2.24)** 0.86 (6.41)***
InPrev? -0.001 (-0.02)  -0.001 (-0.06)  -0.01 (-0.10) -0.01 (-0.47) 0.004 (0.25)
InmMs" -0.82 (-1.01)  -0.82 (-4.20)*** -1.08 (-2.61)*** -0.9 (-1.76)* -0.97 (-6.76)***
Year (trend)  0.28 (2.19)*  0.28 (4.04)**=* - - -
2001-2006' 0.25 (0.89) 0.25 (0.321) 0.32 (1.67)* 0.32 (1.34) 0.25 (2.73)***
Constant 26.6 (2.61)**  26.6 (3.44)** 0.28 (3.30)***  0.29 (1.78)* 0.3 (7.38)***
AR Lag 1 - - -0.86 (-2.98)***  -15(-6.0)***  -2.23 (-23.27)***
AR Lag 2 - - - -0.84 (-3.45)***  .2.22 (-25.54)***
AR Lag 3 - - - - -0.97 (-12.18)***
Adj-R? 0.90 - - - -

F(9,7) 16.2%** 377.9%%* - - -
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Wald chi2 - - - - 2782.4%**

Log - - 23.8 235 44.0
Likelihood

Durbin’s alt. Reject “HO0: no serial correl.” for all lags (1-10) at 5%

Test

Breusch- Reject “HO: no serial correl.” For all lags (1-10) at 5%

Godfrey Test

Source: OECD Health Data 2008 (Paris: Organization for Economic Cooperation and Development, 2008)
Notes: T-statistics, autocorrelation-corrected t-statistics, and asymptotic z-statistics are reported in the
brackets for OLS, Newey-West, and ARIMA models, respectively. *<0.1, **<0.05, ***<0.01.

®Natural log of total health expenditures (INTHE); "Natural log of gov’t subsidy (InGS);

“Natural logof social security scheme (InSSS); “Natural log of out-of-pocket spending (INOOP);

®Natural log of private insurance spending (InP1); "Natural log of total spending on admin. & Insurance
(InA.&L.); °Natural log of total spending on preventive public health (In_Prev); "Natural log of total spending
on medical services (INMS); 'Year-specific time trend regressor; ‘Binary indicator for 1 if year>=2001, 0
otherwise;

“Moving Average (MA) correlation coefficient depressed as insignificant.

autocorrelation tests to the standard OLS model (Model 1) such as the standard Durbin-Watson
test, the Durbin’s alternative test, and the Breusch-Godfrey lagrange multiplier (LM) tests, all of
which confirmed the presence of serial correlation at 5% level in the residual distribution for all
lags. Thus, the Newey-West autocorrelation-robust OLS model (Model 2) and three ARIMA
frameworks are further employed.

The ARIMA models are defined as assuming the differentiated auto-regressive (AR),
moving average (MA) process of the disturbance terms. We applied three ARIMA models —
(1,0,1), (2,1,0), and (3,1,0) and compared the model fitness by log likelihood scores. We found
that ARIMA (3,1,0) exhibited the best fit with the highest log likelihood score of 44.0. The
autocorrelation coefficient of the moving average (MA) process was suppressed in ARIMA

(1,1,1) (Model 3).
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Empirical results in Model 5 imply that out-of-pocket payment (INOOP) was adversely
associated with the total expenditures on health at 1% level of significance (-1.46, p<0.01). This
outcome was consistent with the results from the Newey-West model (-1.29, p<0.1). Social
security financing (InSSS) and private insurance financing (InP1) were also adversely associated
with total health expenditure (-0.48, p<0.01 for InSSS, -0.7, p<0.05 for InPI). The administrative
& insurance (InA.&I.) and the expenditure on medical services (InMS) were positively (0.86,

p<0.01) and adversely (-0.97, p<0.01) correlated, respectively, with the total health expenditure.

V. Concluding Remarks

Korea’s incremental expansion of health insurance coverage from private employees in
large firms to public employees and finally to self-employed rural residents was effective as it
allowed private-sector manufacturers to smoothly accommodate the cost of providing health
plans to their workers. Although the Korean government lacked sufficient funds for universal
coverage in 1977, at the commencement of the NHI, it was able to evade the heavy financial
burden of supporting the NHI system by collecting contributions from private health insurance
societies and by limiting government subsidies only to defaulting societies. Furthermore, the
gradual implementation of the universal health plan provided the Korean government with
sufficient time to mediate any severe conflicts that might arise among insurance societies with
varying financial statuses. In this process, the government successfully merged the insurance
societies into a single insurer, the NHIC, while increasing government assistance to a financially

challenged group, the self-employed, among NHI beneficiaries.

22



At the launching of the NHI in Korea, many predicted that it would suffer financial
distress, but no significant sign of financial instability was observed in the trends in financial
receipts and disbursements during the early 1990s. Clearly, Korea benefited from its rapid
economic growth during the 1990s in sustaining the sound health care system (Lee, 2003).
However, the economic crisis of late 1997 introduced a severe financial deficit challenge to the
Korean NHI and the deficit grew constantly each year (Kwon, 2002; Lee, 2003; Jeong, 2005).
The successful completion of universal insurance coverage has resulted in the rapid increase in
health care expenditure in Korea from $169 (4.0% of GDP) per capita in 1985 to $1,480 (6.4%
of GDP) in 2006, of an average annual growth rate as high as 36.9%.

Since 1998, the cost containment and stabilization of the NHI financial deficit has been a
pressing mission for the Korean NHIC. To contain health care spending, two consumer-side
schemes have been implemented in Korea: requiring patients to obtain referrals from general
practitioners to meet a specialist in general hospitals, and a high co-payment structure as a
mechanism for suppressing the use of expensive and medically unnecessary treatments. These
strategies, however, have not been regarded as very helpful in reducing health expenditure. Since
the 2000 reforms, the total heath expenditure increased greatly from $36.2 billion in 2000, the
year of the reform’s introduction, to $71.5 billion in 2006 (average annual growth rate of 16%),
which was much higher than that of 9.9% from 1995 to 2000. The per capita health expenditure
also rose dramatically from $771 in 2000 to $1,480 in 2006 (an average annual growth rate of
15.3%), which was much higher than that of 11.1% from 1995 to 2000.

Lessons from the Korean experience in escalating health care costs is that governmental
policies to regulate the supply side of the market are essential to maintain the financial

worthiness of the NHI system. The five-year experience after the integration reform in Korea
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indicates that government cost containment in the absence of effective monitoring on the supply
side can no longer succeed in controlling health care expenditure (Kwon, 2002; Lee, 2003).

The Korean government acknowledged the need to control providers’ behavior and
conducted several pilot programs of the Diagnosis-Related-Group (DRG) system in the
reimbursement scheme. The outcomes of these pilot programs were encouraging: less spending
for a specific disease treated under the DRG system than under the fee-for-service system where
fees for services provided by hospitals and physicians are set by the government (Kwon, 2002).
Unfortunately, the government failed in its attempt to enact the DRG reimbursement system for
the entire NHI system due to the fierce opposition of providers, medical professionals and
hospitals. Therefore, few cost containment programs have actually been developed in Korea. The
fixed fee scheme was the most effective government regulation on providers but was rapidly
disrupted when it faced unexpectedly fierce strikes by physicians (Lee 2003; Kwon et al. 2005).

The lack of regulation of the supply side and the expansion of insurance coverage to all
citizens led to the rising health care costs (Kim, et al., 2004). Furthermore, the rising health care
cost was mostly shifted to consumers as a larger portion of their payrolls is deducted as their
contributions. The relatively small portion of private expenditure (about 55% of the total health
care expenditure) and the relatively high proportion of cost sharing (13.7%) and out-of-pocket
spending (36.9%) by households in receiving health care are consequences of the weak
monitoring power of the NHIC.

After all, the rapid increase in health care expenditure remains a burden to policy makers
in designing future shape of the NHI. In this regard, precise understanding of provider-side
incentive in the health care market is required to construct effective ways to monitor cost-

generating behaviors of involved stakeholders. Future health care reforms should pay close
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attention to what incentives should be installed for both consumers and providers to become
most cost-sensitive. Also, high OOP payment may be reconsidered as a problem, not as a tool for
cost control, because people with limited private resources may be alienated from necessary
medical care. Enhanced public health programs against adverse health-related behaviors will be

helpful for promote healthy life and hence curbing the rapidly growing health care costs in the

aging society.

References

Anderson, G. 1989. “Universal Health Care Coverage.” Health Affairs 8(2): 24 -34.
. 1997. “In Search of Value: An International Comparison of Cost, Access, and

Outcomes.” Health Affairs 16(6): 163-171.

.and P. Hussey. 2001. “Comparing Health System Performance in OECD

Countries.” Health Affairs 20(3): 219- 232.

Jeong, H. 2005. “Health Care Reform and Change in Public-Private Mix of Financing: A Korean

25



Case.” Health Policy 74: 133-145.

Kim, H., W. Chung and S. Lee. 2004. “Lessens from Korea’s Pharmaceutical Policy Reform:
The Separation of Medical Institutions and Pharmacies for Outpatient Care.” Health
Policy 68: 267-275.

Kwon, S. 2002. “Achieving the Health Insurance for All: Lessens from the Republic of Korea.”
Extension of Social Security (ESS) Working Paper Series No. 1. Geneva, Switzerland:
International Labor Office.

Kwon, S. 2003. “Healthcare Financing Reform and the New Single Payer System in the
Republic of Korea.” International Social Security Review 56: 64-83.

Kwon, S. and M. Reich. 2005. “The Changing Process and Politics of Health Policy in Korea.”
Journal of Health Politics, Policy, and Law 30(6): 1003-1025.

Lee, J. 2003. “Health Care Reform in South Korea: Success or Failure?” American Journal of
Public Health 93(1): 48-51.

Moon, S. and J. Shin. 2007. “Performance of Universal Health Insurance: Lessons from South
Korea.” World Health & Population, May: 1-19.

National Health Insurance Corporation (NHIC). 1995, 2008. Statistical Year Book. Seoul,
Republic of Korea (in Korean): NHIC press.

Organization for Economic Cooperation and Development (OECD). 2009. OECD Health Data
20009. Paris: France.

Peabody J., S. Lee and S. Bickel. 1995. “Health for all in the Republic of Korea: One County’s
Experience with Implementing Universal Health Care.” Health Policy 31: 29-42.

World Health Organization. 2000. Health Systems: Improving Performance. Geneva,

Switzerland: WHO Press.

26



Yang. B., E. Bae, and J. Kim. 2008. Economic Evaluation and Pharmaceutical Reimbursement
Reform in South Korea’s National Health Insurance. Health Affairs, 27(1): 179-187.
Yoo. S. and S. Moon. 2006. “Evaluating Performance of Finance Stabilization Program for

National Health Insurance.” Korean Journal of Policy Study, 15(3): 241-271 (In Korean).

27



Working Paper Series

Category | Serial # Author Title

Working 99-01 Se-1l Park Labor Market Policy and The Social Safety Net in Korea: After 1997 Crisis
Paper

Working 99-02 Sang-Woo Nam Korea's Economic Crisis and Corporate Governance
Paper

Working 99-03 Sangmoon Hahm Monetary Bands and Monetary Neutrality
Paper

Working 99-04 Jong-1l You Economic and Social Consequences of globalization: The Case of South Korea
Paper Ju-Ho Lee

Working 99-05 Sang-Woo Nam Reform of the Financial Sector in East Asia
Paper

Working 99-06 Hun-Joo Park Dirigiste Modernization, Coalition Politics, and Financial Policy Towards Small
Paper Business: Korea, Japan, and Taiwan Compared

Working 99-07 Kong-Kyun Ro Mother's Education and Child's Health: Economic Anlaysis of Korean Data
Paper

Working 99-08 Euysung Kim Trade Liberalization and Productivity Growth in Korean Manufacturing
Paper Industries: Price Protection, Market Power, and Scale Efficiency

Working 99-09 Gill-Chin Lim Global Political-Economic System and Financial Crisis: Korea, Brazil and the
Paper IMF

Working 99-10 Seung-Joo Lee LG Household & Health Care: Building a High-Performing Organization
Paper (C99-01)

Working 00-01 Sangmoon Hahm Gains from Currency Convertibility: A Case of Incomplete Markets
Paper Kyung-Soo Kim

Ho-Mou Wu

Working 00-02 Jong-1l You The Bretton Woods Institutions: Evolution, Reform and Change
Paper

Working 00-03 Dukgeun Ahn Linkages between International Financial and Trade Institutions: IMF, World
Paper Bank and WTO

Working 00-04 Woochan Kim Does Capital Account Liberalization Discipline Budget Deficit?
Paper

Working 00-05 Sunwoong Kim Public Interest ""blackballing" in South Korea's Elections: One-Trick Pony, or
Paper Shale Horowitz Wave of the Future?

Working 00-06 Woochan Kim Do Foreign Investors Perform Better than Locals?
Paper Information Asymmetry versus Investor Sophistication

Working 00-07 Gill-Chin Lim North-South Cooperation for Food Supply:
Paper Joon Han Demographic Analysis and Policy Directions

Working 00-08 Seung-Joo Lee Strategic Newspaper Management: Case Study of Maeil Business
Paper (C00-01)

Working 01-01 Seung-Joo Lee Nokia: Strategic Transformation and Growth
Paper

Working 01-02 Woochan Kim Offshore Investment Funds:
Paper Shang-Jin Wei Monsters in Emerging Markets?

Working 01-03 Dukgeun Ahn Comparative Analysis
Paper of the SPS and the TBT Agreements

Working 01-04 Sunwoong Kim Demand for Education and Developmental State:
Paper Ju-Ho Lee Private Tutoring in South Korea

Working 01-05 Ju-Ho Lee Do Unions Inhibit Labor Flexibility?
Paper Young-Kyu Moh Lessons from Korea

Working 01-06 Woochan Kim Restructuring Korean Bank's Short-Term Debts in 1998
Paper Yangho Byeon - Detailed Accounts and Their Implications -

Working 01-07 Yoon-Ha YOO Private Tutoring as Rent Seeking Activity Under Tuition Control
Paper

* The above papers are available at KDI School Website <http://www.kdischool.ac.kr/new/eng/faculty/working.jsp>.
You may get additional copy of the documents by downloading it using the Acrobat Reader.




Working Paper Series

Category Serial # Author Title
Working 01-08 Kong-Kyun Ro BAAEEAT 95 &N AR S 3o v i
Paper
Working 02-01 Sangmoon Hahm Restructuring of the Public Enterprise after the Crisis
Paper : The Case of Deposit Insurance Fund
Working 02-02 Kyong-Dong KIM The Culture of Industrial Relations in Korea
Paper : An alternative Sociological Approach
Working 02-03 Dukgeun Ahn Korean Experience of the Dispute Settlement in the world Trading System
Paper
Working 02-04 BERNARD S. BLACK Does Corporate Governance Matter?
Paper Hasung Jang (Evidence from the Korean Market)
Woochan Kim
Working 02-05 Sunwoong Kim Secondary School Equalization Policies in South Korea
Paper Ju-Ho Lee
Working 02-06 Yoon-Ha YOO Penalty for Mismatch Between Ability and Quality, and School Choice
Paper
Working 02-07 Dukgeun Ahn Legal Issues of Privatization in Government Procurement Agreements:
Paper Han-Young Lie Experience of Korea from Bilateral and WTO Agreements
Working 02-08 David J. Behling U.S. Mortgage Markets and Institutions and Their Relevance for Korea
Paper Kyong Shik Eom
Working 03-01 Sang-Moon Hahm Transmission of Stock Returns and Volatility: the Case of Korea
Paper
Working 03-02 Yoon Ha Yoo Does Evidentiary Uncertainty Induce Excessive Injurer Care?
Paper
Working 03-03 Yoon Ha Yoo Competition to Enter a Better School and Private Tutoring
Paper
Working 03-04 Sunwoong Kim Hierarchy and Market Competition in South Korea's Higher Education Sector
Paper Ju-Ho Lee
Working 03-05 Chul Chung Factor Content of Trade: Nonhomothetic Preferences and *"Missing Trade"
Paper
Working 03-06 Hun Joo Park RECASTING KOREAN DIRIGISME
Paper
Working 03-07 Taejong Kim Mixing versus Sorting in Schooling:
Paper Ju-Ho Lee Evidence from the Equalization Policy in South Korea
Working 03-08 Naohito Abe Managerial Incentive Mechanisms and Turnover of Company Presidents and
Paper Directors in Japan
Working 03-09 Naohito Abe EXECUTIVE PAY IN JAPAN: THE ROLE OF BANK-APPOINTED
Paper Noel Gaston MONITORS AND THE MAIN BANK RELATIONSHIP
Katsuyuki Kubo
Working 03-10 Chai-On Lee Foreign Exchange Rates Determination in the light of Marx's Labor-Value
Paper Theory
Working 03-11 Taejong Kim Political Economy and Population Growth in Early Modern Japan
Paper
Working 03-12 Il-Horn Hann Direct Marketing: Privacy and Competition
Paper Kai-Lung Hui
Tom S. Lee
I.P.L. Png
Working 03-13 Marcus Noland RELIGION, CULTURE, AND ECONOMIC PERFORMANCE
Paper
Working 04-01 Takao Kato EXECUTIVE COMPENSATION AND FIRM PERFORMANCE IN KOREA
Paper Woochan Kim
Ju Ho Lee
Working 04-02 Kyoung-Dong Kim Korean Modernization Revisited: An Alternative View from the Other Side of
Paper History

* The above papers are available at KDI School Website <http://www.kdischool.ac.kr/new/eng/faculty/working.jsp>.
You may get additional copy of the documents by downloading it using the Acrobat Reader.




Working Paper Series

Category | Serial # Author Title
Working 04-03 Lee Seok Hwang Ultimate Ownership, Income Management, and Legal and Extra-Legal
Paper Institutions
Working 04-04 Dongsoo Kang Key Success Factors in the Revitalization of Distressed Firms : A Case of the
Paper Korean Corporate Workouts
Working 04-05 Il Chong Nam Corporate Governance of Newly Privatized Firms:
Paper Woochan Kim The Remaining Issues in Korea
Working 04-06 Hee Soo Chung Housing Speculation and Housing Price Bubble in Korea
Paper Jeong Ho Kim
Hyuk Il Kwon
Working 04-07 Yoon-Ha Yoo Uncertainty and Negligence Rules
Paper
Working 04-08 Young Ki Lee Pension and Retirement Fund Management
Paper
Working 04-09 Wooheon Rhee Implications of Quasi-Geometric Discountingon the Observable Sharp e Ratio
Paper Tack Yun
Working 04-10 Seung-Joo Lee Growth Strategy: A Conceptual Framework
Paper
Working 04-11 Boon-Young Lee Case Study of Samsung’s Mobile Phone Business
Paper Seung-Joo Lee
Working 04-12 Sung Yeung Kwack What Determines Saving Rate in Korea?: the Role of Demography
Paper Young Sun Lee
Working 04-13 Ki-Eun Rhee Collusion in Repeated Auctions with Externalities
Paper
Working 04-14 Jaeun Shin IMPACT OF DUAL ELIGIBILITY ON HEALTHCARE USE BY
Paper Sangho Moon MEDICARE BENEFICIARIES
Working 04-15 Hun Joo Park Riding into the Sunset: The Political Economy of Bicycles as a Declining
Paper Yeun-Sook Park Industry in Korea
Working 04-16 Woochan Kim Predicting Firm's Corporate Governance Choices: Evidence from Korea
Paper Hasung Jang
Bernard S. Black
Working 04-17 Tae Hee Choi Characteristics of Firms that Persistently Meet or Beat Analysts' Forecasts
Paper
Working 04-18 Taejong Kim Is There a Premium for Elite College Education: Evidence from a Natural
Paper Yoichi Okita Experiment in Japan
Working 04-19 Leonard K. Cheng Product Boundary, Vertical Competition, and the Double Mark-up Problem
Paper Jae Nahm
Working 04-20 Woochan Kim What Determines the Ownership Structure of Business Conglomerates?
Paper Young-Jae Lim : On the Cash Flow Rights of Korea’s Chaebol
Taeyoon Sung
Working 04-21 Taejong Kim Shadow Education: School Quality and Demand for Private Tutoring in Korea
Paper
Working 04-22 Ki-Eun Rhee Costly Collusion in Differentiated Industries
Paper Raphael Thomadsen
Working 04-23 Jaeun Shin HMO plans, Self-selection, and Utilization of Health Care Services
Paper Sangho Moon
Working 04-24 Yoon-Ha Yoo Risk Aversion and Incentive to Abide By Legal Rules
Paper
Working 04-25 Ji Hong Kim Speculative Attack and Korean Exchange Rate Regime
Paper
Working 05-01 Woochan Kim What Makes Firms Manage FX Risk? : Evidence from an Emerging Market
Paper Taeyoon Sung
Working 05-02 Janghyuk Lee Internet Media Planning: An Optimization Model
Paper Laoucine Kerbache

* The above papers are available at KDI School Website <http://www.kdischool.ac.kr/new/eng/faculty/working.jsp>.
You may get additional copy of the documents by downloading it using the Acrobat Reader.




Working Paper Series

Category | Serial # Author Title
Working 05-03 Kun-Ho Lee Risk in the Credit Card Industry When Consumer Types are Not Observable
Paper
Working 05-04 Kyong-Dong KIM Why Korea Is So Prone To Conflict: An Alternative Sociological Analysis
Paper
Working 05-05 Dukgeun AHN Why Should Non-actionable Subsidy Be Non-actionable?
Paper
Working 05-06 Seung-Joo LEE Case Study of L’Oréal: Innovation and Growth Strategy
Paper
Working 05-07 Seung-Joo LEE Case Study of BMW: The Ultimate Driving Machine
Paper
Working 05-08 Taejong KIM Do School Ties Matter? Evidence from the Promotion of Public Prosecutors in
Paper Korea
Working 05-09 Hun Joo PARK Paradigms and Fallacies:
Paper Rethinking Northeast Asian Security
Working 05-10 WOOCHAN KIM What Makes Group-Affiliated Firms Go Public?
Paper TAEYOON SUNG
Working 05-11 BERNARD S. Does Corporate Governance Predict Firms' Market Values?
Paper BLACK Time Series Evidence from Korea
WOOCHAN KIM
HASUNG JANG
KYUNG-SUH
Working 05-12 Kun-Ho Lee Estimating Probability of Default For the Foundation IRB Approach In
Paper Countries That Had Experienced Extreme Credit Crises
Working 05-13 Ji-Hong KIM Optimal Policy Response To Speculative Attack
Paper
Working 05-14 Kwon Jung Coupon Redemption Behaviors among Korean Consumers: Effects of
Paper Boon Young Lee Distribution Method, Face Value, and Benefits on Coupon Redemption Rates in
Service Sector
Working 06-01 Kee-Hong Bae Family Control and Expropriation of Not-for-Profit Organizations:
Paper Seung-Bo Kim Evidence from Korean Private Universities
Woochan Kim
Working 06-02 Jaeun Shin How Good is Korean Health Care?
Paper An International Comparison of Health Care Systems
Working 06-03 Tae Hee Choi Timeliness of Asset Write-offs
Paper
Working 06-04 Jin PARK Conflict Resolution Case Study:
Paper The National Education Information System (NEIS)
Working 06-05 YuSang CHANG DYNAMIC COMPETITIVE PARADIGM OF MANAGING MOVING
Paper TARGETS;
Working 06-06 Jin PARK A Tale of Two Government Reforms in Korea
Paper
Working 06-07 Ilho YOO Fiscal Balance Forecast of Cambodia 2007-2011
Paper
Working 06-08 Ilho YOO PAYG pension in a small open economy
Paper
Working 06-09 Kwon JUNG IMPULSE BUYING BEHAVIORS ON THE INTERNET
Paper Clement LIM
Working 06-10 Joong H. HAN Liquidation Value and Debt Availability: An Empirical Investigation
Paper
Working 06-11 Brandon Julio, Uses of Funds and the Sources of Financing:
Paper Woojin Kim Corporate Investment and Debt Contract Design
Michael S. Weisbach

* The above papers are available at KDI School Website <http://www.kdischool.ac.kr/new/eng/faculty/working.jsp>.
You may get additional copy of the documents by downloading it using the Acrobat Reader.




Working Paper Series

Category | Serial # Author Title
Working 06-12 Hun Joo Park Toward People-centered Development:
Paper A Reflection on the Korean Experience
Working 06-13 Hun Joo Park The Perspective of Small Business in South Korea
Paper
Working 06-14 Younguck KANG Collective Experience and Civil Society in Governance
Paper
Working 06-15 Dong-Young KIM The Roles of Government Officials as Policy Entrepreneurs
Paper in Consensus Building Process
Working 06-16 Ji Hong KIM Military Service : draft or recruit
Paper
Working 06-17 Ji Hong KIM Korea-US FTA
Paper
Working 06-18 Ki-Eun RHEE Reevaluating Merger Guidelines for the New Economy
Paper
Working 06-19 Taejong KIM Economic Assimilation of North Korean Refugees in South Korea: Survey
Paper Ji-Hong KIM Evidence
Insook LEE
Working 06-20 Seong Ho CHO ON THE STOCK RETURN METHOD TO DETERMINING INDUSTRY
Paper SUBSTRUCTURE: AIRLINE, BANKING, AND OIL INDUSTRIES
Working 06-21 Seong Ho CHO DETECTING INDUSTRY SUBSTRUCTURE: - Case of Banking, Steel and
Paper Pharmaceutical Industries-
Working 06-22 Tae Hee Choi Ethical Commitment, Corporate Financial Factors: A Survey Study of Korean
Paper Companies
Working 06-23 Tae Hee Choi Aggregation, Uncertainty, and Discriminant Analysis
Paper
Working 07-01 Jin PARK Ten Years of Economic Knowledge Cooperation
Paper Seung-Ho JUNG with North Korea: Trends and Strategies
Working 07-02 BERNARD S. The Effect of Board Structure on Firm Value in an Emerging Market: 1V, DiD,
Paper BLACK and Time Series Evidence from Korea
WOOCHAN KIM
Working 07-03 Jong Bum KIM FTA Trade in Goods Agreements: ‘Entrenching’ the benefits of reciprocal tariff]
Paper concessions
Working 07-04 Ki-Eun Rhee Price Effects of Entries
Paper
Working 07-05 Tae H. Choi Economic Crises and the Evolution of Business Ethics in Japan and Korea
Paper
Working 07-06 Kwon JUNG Extending the Fit Hypothesis in Brand Extensions:
Paper Leslie TEY Effects of Situational Involvement, Consumer Innovativeness and Extension
Incongruity on Evaluation of Brand Extensions
Working 07-07 Younguck KANG Identifying the Potential Influences on Income Inequality Changes in Korea —
Paper Income Factor Source Analysis
Working 07-08 WOOCHAN KIM Home-country Ownership Structure of Foreign Institutional Investors and
Paper TAEYOON SUNG Control-Ownership Disparity in Emerging Markets
SHANG-JIN WEI
Working 07-09 Ilho YOO The Marginal Effective Tax Rates in Korea for 45 Years : 1960-2004
Paper
Working 07-10 Jin PARK Crisis Management for Emergency in North Korea
Paper
Working 07-11 Ji Hong KIM Three Cases of Foreign Investment in Korean Banks
Paper
Working 07-12 Jong Bum Kim Territoriality Principle under Preferential Rules of Origin
Paper

* The above papers are available at KDI School Website <http://www.kdischool.ac.kr/new/eng/faculty/working.jsp>.
You may get additional copy of the documents by downloading it using the Acrobat Reader.



Working Paper Series

Category | Serial # Author Title

Working 07-13 Seong Ho CHO THE EFFECT OF TARGET OWNERSHIP STRUCTURE ON THE
Paper TAKEOVER PREMIUM IN OWNER-MANAGER DOMINANT

ACQUISITIONS: EVIDENCE FROM KOREAN CASES

Working 07-14 Seong Ho CHO Determining Industry Substructure: A Stock Return Approach
Paper Bill McKelvey

Working 07-15 Dong-Young KIM Enhancing BATNA Analysis in Korean Public Disputes
Paper

Working 07-16 Dong-Young KIM The Use of Integrated Assessment to Support Multi-Stakeholder negotiations
Paper for Complex Environmental Decision-Making

Working 07-17 Yuri Mansury Measuring the Impact of a Catastrophic Event: Integrating Geographic
Paper Information System with Social Accounting Matrix

Working 07-18 Yuri Mansury Promoting Inter-Regional Cooperation between Israel and Palestine: A
Paper Structural Path Analysis Approach

Working 07-19 Ilho YOO Public Finance in Korea since Economic Crisis
Paper

Working 07-20 Li GAN Initial Wage, Human Capital and Post Wage Differentials
Paper Jaeun SHIN

Qi Ll

Working 07-21 Jin PARK Public Entity Reform during the Roh Administration:
Paper Analysis through Best Practices

Working 07-22 Tae Hee Choi The Equity Premium Puzzle: An Empirical Investigation of Korean Stock
Paper Market

Working 07-23 Joong H. HAN The Dynamic Structure of CEO Compensation: An Empirical Study
Paper

Working 07-24 Ki-Eun RHEE Endogenous Switching Costs in the Face of Poaching
Paper

Working 08-01 Sun LEE Effects of Price Comparison Site on Price and Value Perceptions in Online
Paper Kwon JUNG Purchase

Working 08-02 Ilho YOO Is Korea Moving Toward the Welfare State?: An IECI Approach
Paper

Working 08-03 Ilho YOO DO CHILDREN SUPPORT THEIR PARENTS' APPLICATION FOR THE
Paper Inhyouk KOO REVERSE MORTGAGE?: A KOREAN CASE

Working 08-04 Seong-Ho CHO Raising Seoul’s Global Competitiveness: Developing Key Performance
Paper Indicators

Working 08-05 Jin PARK A Critical Review for Best Practices of Public Entities in Korea
Paper

Working 08-06 Seong-Ho CHO How to Value a Private Company? -Case of Miele Korea-
Paper

Working 08-07 Yoon Ha Yoo The East Asian Miracle: Export-led or Investment-led?
Paper

Working 08-08 Man Cho Subprime Mortgage Market: Rise, Fall, and Lessons for Korea
Paper

Working 08-09 Woochang KIM Value of shareholder activism: evidence from the switchers
Paper Woojin KIM

Kap-sok KWON

Working 08-10 Kun-Ho Lee Risk Management in Korean Financial Institutions: Ten Years after the
Paper Financial Crisis

Working 08-11 Jong Bum KIM Korea’s Institutional Framework for FTA Negotiations and Administration:
Paper Tariffs and Rules of Origin

Working 08-12 Yu Sang CHANG Strategy, Structure, and Channel of Industrial Service Leaders:
Paper A Flow Chart Analysis of the Expanded Value Chain

Working 08-13 Younguck KANG Sensitivity Analysis of Equivalency Scale in Income Inequality Studies
Paper

* The above papers are available at KDI School Website <http://www.kdischool.ac.kr/new/eng/faculty/working.jsp>.
You may get additional copy of the documents by downloading it using the Acrobat Reader.




Working Paper Series

Category | Serial # Author Title
Working 08-14 Younguck KANG Case Study: Adaptive Implementation of the Five-Year Economic Development
Paper Plans
Working 08-15 Joong H. HAN Is Lending by Banks and Non-banks Different? Evidence from Small Business
Paper Financing
Working 08-16 Joong H. HAN Checking Accounts and Bank Lending
Paper
Working 08-17 Seongwuk MOON How Does the Management of Research Impact the Disclosure of Knowledge?
Paper Evidence from Scientific Publications and Patenting Behavior
Working 08-18 Jungho YOO How Korea’s Rapid Export Expansion Began in the 1960s: The Role of Foreign
Paper Exchange Rate
Working 08-19 BERNARD S. How Corporate Governance Affects Firm Value: Evidence on Channels from
Paper BLACK Korea
WOOCHAN KIM
HASUNG JANG
KYUNG SUH
Working 08-20 Tae Hee CHOI Meeting or Beating Analysts' Forecasts: Empirical Evidence of Firms'
Paper Characteristics, Persistence Patterns and Post-scandal Changes
Working 08-21 Jaeun SHIN Understanding the Role of Private Health Insurance in the Universal Coverage
Paper System: Macro and Micro Evidence
Working 08-22 Jin PARK Indonesian Bureaucracy Reform: Lessons from Korea
Paper
Working 08-23 Joon-Kyung KIM Recent Changes in Korean Households' Indebtedness and Debt Service
Paper Capacity
Working 08-24 Yuri Mansury What Do We Know about the Geographic Pattern of Growth across Cities and
Paper Regions in South Korea?
Working 08-25 Yuri Mansury & Why Do Megacities Coexist with Small Towns? Historical Dependence in the
Paper Jae Kyun Shin Evolution of Urban Systems
Working 08-26 Jinsoo LEE When Business Groups Employ Analysts: Are They Biased?
Paper
Working 08-27 Cheol S. EUN Mean-Variance Convergence Around the World
Paper Jinsoo LEE
Working 08-28 Seongwuk MOON How Does Job Design Affect Productivity and Earnings?
Paper Implications of the Organization of Production
Working 08-29 Jaeun SHIN Smoking, Time Preference and Educational Outcomes
Paper
Working 08-30 Dong Young KIM Reap the Benefits of the Latecomer:
Paper From the story of a political, cultural, and social movement of ADR in US
Working 08-31 Ji Hong KIM Economic Crisis Management in Korea: 1998 & 2008
Paper
Working 08-32 Dong-Young KIM Civility or Creativity?: Application of Dispute Systems Design (DSD) to Korean
Paper Public Controversies on Waste Incinerators
Working 08-33 Ki-Eun RHEE Welfare Effects of Behavior-Based Price Discrimination
Paper
Working 08-34 Ji Hong KIM State Owned Enterprise Reform
Paper
Working 09-01 Yu Sang CHANG Making Strategic Short-term Cost Estimation by Annualized Experience Curve
Paper
Working 09-02 Dong Young KIM When Conflict Management is Institutionalized:
Paper A Review of the Executive Order 19886 and government practice
Working 09-03 Man Cho Managing Mortgage Credit Risk:
Paper What went wrong with the subprime and Alt-A markets?

* The above papers are available at KDI School Website <http://www.kdischool.ac.kr/new/eng/faculty/working.jsp>.
You may get additional copy of the documents by downloading it using the Acrobat Reader.




Working Paper Series

Category | Serial # Author Title
Working 09-04 Tae H. Choi Business Ethics, Cost of Capital, and Valuation
Paper
Working 09-05 Woochan KIM What makes firms issue death spirals? A control enhancing story
Paper Woojin KIM
Hyung-Seok KIM
Working 09-06 Yu Sang CHANG Limit to Improvement: Myth or Reality? Empirical Analysis of Historical
Paper Seung Jin BAEK Improvement on Three Technologies Influential in the Evolution of Civilization
Working 09-07 Ji Hong KIM G20: Global Imbalance and Financial Crisis
Paper
Working 09-08 Ji Hong KIM National Competitiveness in the Globalized Era
Paper
Working 09-09 Hao Jiang, Contract Heterogeneity, Operating Shortfalls, and Corporate Cash Holdings
Paper Woochan Kim,
Ramesh K. S. Rao
Working 09-10 Man Cho Home Price Cycles: A Tale of Two Countries
Paper
Working 09-11 Dongcul CHO The Republic of Korea’s Economy in the Swirl of Global Crisis
Paper
Working 09-12 Dongcul CHO House Prices in ASEAN+3: Recent Trends and Inter-Dependence
Paper
Working 09-13 Seung-Joo LEE Case Study of POSCO -
Paper Eun-Hyung LEE Analysis of its Growth Strategy and Key Success Factors
Working 09-14 Woochan KIM The Value of Foreign Blockholder Activism:
Paper Taeyoon SUNG Which Home Country Governance Characteristics Matter?
Shang-Jin WEI
Working 09-15 Joon-Kyung KIM Post-Crisis Corporate Reform and Internal Capital Markets in Chaebols
Paper
Working 09-16 Jin PARK Lessons from SOE Management and Privatization in Korea
Paper
Working 09-17 Tae Hee CHOI Implied Cost of Equity Capital, Firm Valuation, and Firm Characteristics
Paper
Working 09-18 Kwon JUNG Are Entrepreneurs and Managers Different?
Paper Values and Ethical Perceptions of Entrepreneurs and Managers
Working 09-19 Seongwuk MOON When Does a Firm Seek External Knowledge? Limitations of External
Paper Knowledge
Working 09-20 Seongwuk MOON Earnings Inequality within a Firm: Evidence from a Korean Insurance
Paper Company
Working 09-21 Jaeun SHIN Health Care Reforms in South Korea: What Consequences in Financing?
Paper

* The above papers are available at KDI School Website <http://www.kdischool.ac.kr/new/eng/faculty/working.jsp>.
You may get additional copy of the documents by downloading it using the Acrobat Reader.



	Cover Page

	Abstract

	I. Introduction

	II. History of Korean Health Care Reform

	III. Data and Sample

	IV. Evaluating Trends in Health Care Finance of Korean NHI

	V. Concluding Remarks

	References

	Working Paper Series




