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I. NHI and UHC in Korea: 
Achievements
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1. Extension of Population Coverage

Incremental Approach

In 1977, firms with > 500 employees, the poor
In 1979, public employees and teachers and firms with > 

300 employees 
Pilot programs for the self employed

Presidential election in 1987

In 1988, all rural self-employed
In 1989, all urban self-employed (UC of population)

Employees: based on firms/employment
Self employed: based on residential areas



Population Coverage of Health Insurance
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Facilitating Factors

Politics of legitimization: Mandatory enrollment enforce
d by authoritarian political regime

Economic growth: rapidly increased the employment in 
the formal sector

Full subsidy for the poor
Partial subsidy for the informal sector (self employed) 

Family-based membership as an effective way to incre
ase population coverage rapidly 
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2. Single Pool
a. Before the merger of plans in 2000, three types of schem

es (about 350 insurance societies) existed for
       Public employees and teachers; Private-sector (industri

al) workers; Self-employed
Risk adjustment across schemes based on catastrophic exp

enses and the proportion of the elderly, but many (esp
ecially rural) insurance societies experienced fiscal insta
bility and chronic deficits 

b. Even before the merger in 2000, Korean SHI functioned 
as a single scheme

- Uniform statutory benefit coverage across schemes
- Uniform payment system to health providers
- Claim review by a central agency
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3. Insurer Organization

a. National Health Insurance Service (NHIS) is an indepe
ndent quasi-public organization

- From 2011, contribution of all social security programs 
(pension, unemployment insurance, work-place injur
y) is collected by NHIS

b. Health insurer in Korea is divided into two agencies ba
sed on their functions

- NHIS: premium collection, fund management, reimburs
ement to providers

 - HIRA (Health Insurance Review and Assessment): 
       claim review, assessment of appropriateness of heal

th care -> Purchasing decision (including payment s
ystem design)
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4. NHI Policy Making and Governance

Health Insurance Policy Committee
Major decisions on premium contribution, pricing (medical 

care, pharmaceuticals), benefit packages, etc.
25 members, Vice Minister of HW as the chair
- 8 from payers (labor unions, employer associations, ci

vic groups, etc)
- 8 from providers (physician, hospital, dentist, pharmac

ist, etc)
- 8 from the public interests (MoHW, MoPF, NHIS, HIRA, 

4 experts) 
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 II. Service Delivery 
   and Purchasing 
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1. Dominance of Big Tertiary Care Ho
spitals

Health insurance increased demand, which was met by t
he increase the supply of private hospitals 

- More than 90% of hospitals are private 
- Private hospitals have been stumbling blocks to health 

care reforms

Different cost sharing for outpatient care in Korea:
 30%, 40%, 50%, and 60% depending on the level of pr

oviders
-> But market share of big hospitals keeps increasing
-> Result: Over-specialization, Cost escalation
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2. Provider Payment Systems: Ineffi
ciency

Mainly fee-for-service (FFS)
(DRG-based payment for only 6 diseases)

Regulated fee-for-service system
- Providers are not allowed to charge more than fee sc

hedule: No balance billing
- Regulated FFS is still inefficient because of its volume 

effect 

Domination of private providers paid by FFS
- Demand inducement
- Negative impacts on financial protection
- Strong opposition to payment system reform
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3. Purchasing for Quality of Care 
 
Crucial role of the health insurer as a purchaser

a. Purchasing power of health insurance: role of state 
budget is very low for public hospitals

b. Quality Evaluation by HIRA (Health Insurance Revie
w and Assessment)

- Review and assessment of medical claims
- Public disclosure of provider performance: e.g., prescrip
tion rate of antibiotics and injectables, number of medicin
es per prescription, and expense of medicines prescribed 
- Pay-for-performance
- DUR (Drug Utilization Review)
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 III. Evolution



1. Financial Protection
Demand inducement by private providers paid by FFS: incr

eased utilization of un-covered health services

Ø Protection Mechanisms in Korea
- Discounted copayment: elderly, children under 6
       -> Demogrant approach 
- 5% OOP pay for catastrophic conditions: e.g., cancer 
       -> Disease-based approach
- Ceiling on out-of-pocket payment for covered services:
    7 different ceilings for 7 income groups 
          -> cost-based approach

Efficiency and equity of patch-work or cocktail approach?
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% Public in Total Health Expenditure, 2016

Source: OECD Health Data 2017
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2. Benefits Package Decisions 

The decisions on which services to cover at which level o
f patient cost sharing should be based on objective criter
ia through a transparent process
- Inherently priority setting process associated with valu
e judgment: cost-effectiveness alone is not enough

Citizen participation (discussion and deliberation) 
        for value judgment in benefits decisions
- Fairness in process or procedural justice
- Need evidence generation by experts, but also need t

o add value of lay person/payer/citizen
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3. Income-Based Contribution Setting 

Contribution of the self employed
- Challenges of combining flow (income) and stock (asse

t)
- Inequity between the self employed and employees
- Most of the self employed are vulnerable population

Eventually should be income-based contribution 
- Simple and transparent
- Include all types of income
       e.g., rental, financial incomes
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IV. Challenges 
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1. Financial Sustainability

1) Health care financing system based on wage in the for
mal labor market is not financially sustainable

- Need to include all types of income (e.g., financial inco
me) for contribution payment

- May need to consider increasing consumption tax: Cons
umption tax may not be as regressive as worried 

-> Decreasing difference between NHI and NHS in terms 
of revenue generation

2) Payment system reform for health care providers
- Case-based payment with a macro-level spending cap
- Reform politics: strong oppositions by private providers
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Annual Rate of Increase in H Exp (2007-2016) 
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2. Rapid Aging of Population

Rapid increase in life expectancy and decrease in fertility

Introduced long-term care (LTC) insurance for the elderl
y in July 2009, which covers about 6-7% of the elde
rly (+65)

 

- Balance between institutional care and community-b
ased (CB) care

- Coordination between health insurance and long-ter
m care insurance (e.g., LTC hospitals covered by he
alth insurance, LTC facilities (nursing home) covered 
by LTC insurance)
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