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he late Professor Byung Yik Kim published an analysis of the financial crisis of Korea's

National Health Insurance (NHI) in 2001, which derived from the introduction of the
separation of prescribing and dispensing. Subsequently, Kim published another paper on policy
suggestions to achieve financial stability of the national health insurance in 2002. In his paper of
2001, he had analyzed two causes of the crisis. First, the stepwise integration of health
insurance funds had brought about financial instability since 1998, when regional health
insurance funds were integrated into one fund. Second, the introduction of the separation of
prescribing and dispensing without recognition of financial instability led to financial crisis. In his
2002 paper, he proposed several policy recommendations, including postpone of financial
integration among insurance funds, increasing government subsidies, introducing new financing
sources for health insurance, such as an alcohol tax, and implementing cost-containment
policies. This paper reviews what was changed in accordance with his policy suggestions over
the past 10 years. Many policymakers agreed with his analysis on the causes of financial crisis,
however, they did not accept his policy recommendations. Consequently, the Korea National
Health Insurance is still financially unstable.

Keywords: Financial crisis; Financial integration; Separation of prescribing and dispensing
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Table 1. Estimation of 2001 health insurance finances status by
the National Health Insurance Corporation

Revenue Expenditure
Total (A) 103,817 Total (B) 143,531
Contributions 82,499 Benefits 135,707
Government 19,009 Administrative 7136
subsidies finances
Others 2,309 Others 688
Balance (B-A) 39,714

Unit: 100 million won.

From Kim BY. Seminar on the causes and suggestions about the
health insurance financial crisis; 2001. p.14, with permission from
Inje University Graduate School of Public Health [2].
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1308 2001 2ol

Table 2. Comparison of the increasing rate of benefits and contributions A MEEL &8 Z[5lolA] 28
Classification 1995 1996 1997 1998 1999 2000 ole o7t 1% iLCz] 9 o] Folo)
Benefits Amount 39,652 49,644 57093 65,845 76,427 87892 oJokE = A o] v |2 Bl
Increasing rate 26 26 15 15 16 15 2571 9lo] o] uly] 9J5he] ojoki
Ind 100 126 144 166 193 222 _ -
o Index ol B3k Fgato] A slokiig)
Contributions Amount 36,007 41,754 48,788 52,650 63,056 68,716 _ ~
o] RAAYL 12 58] 9 A 5
Increasing rate 13 16 17 8 20 9 1o 7 y o
0l Aolgl= 2zt = E
Index 100 16 135 146 175 191 8h& Alolehs ke Tl el
Zojeijol i ok 12 2,800 fole}
Unit: 100 million won, %.
' L ok o\l B
From Kim BY. Seminar on the causes and suggestions about the health insurance financial = oPh rhrlE Estello] ook
crisis; 2001. p.5~6, with permission from Inje University Graduate School of Public Health [2]. o] L Awo] AAHTE Zra & Ao
= A7kt

Table 3. Administrative finances by the type of health insurer

71‘
HA B3-S 2 19984 10€

e Qrgz 03_12_?51-0 Zuolar3dy
Classifi- 1995 1996 1997 1998 1999 2000 1472 AAZGS Fueleny
g B9k, 20004 7ol
SE 2,559 (115) 3,140 (123) 3,483 (111) 3,909 (112) 3,562 (91) 4,289 (120) 1407) AAZE714] S8EAA =0
GT 314 (118) 414 (132) 439 (106) 564 (128) 429 (76) 481 (112) _ - @
. LTS = A =
IW 1,615 (110) 2,041 (126) 2,456 (120) 2,538 (103) 2,346 (92) 2,366 (101) dRATTS TR et
dzHe shiz BRe AT A
Unit: 100 million won (from a year ago, %). o 2lol=aho. lod ] 1
From Kim BY. Seminar on the causes and suggestions about the health insurance financial AL AdEFL AR, AFET
crisis; 2001. p.6, with permission from Inje University Graduate School of Public Health [2]. o AR 2 Bl Fule 02

SE, self-employees; GT, government employees and private school teachers; WE, industrial

workers.
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Table 4. Accumulated reserves by the type of health insurer

=2

3] of=r HAFou|7} 1679 ol

Classification 1995 1996 1997 1998 1999 2000 30659 Qo 17v] o]} Loyt
SE 9688 8141 880 7278 3,99 34 o RAFAHE 3,661 Aol
GT 7015 5804 3972 95 47339 902 200 Z7HIG e
W 24,497 26075 25029 22312 17305 o19] BE T AZ o 5
Total 41,200 40020 37851 30359 22425 9,189

A2 3%2] 7}l 1A o3 Y ek

Unit: 100 million won.
Based on the amount in hand.

From Kim BY. Seminar on the causes and suggestions about the health insurance financial
crisis; 2001. p.4, with permission from Inje University Graduate School of Public Health [2].
SE, self-employees; GT, government employees and private school teachers; IV, industrial

workers.
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Table 5. Changes of monthly average benefits, before and after the introduction of separation

of prescribing and dispensing T BEAA ] EoHA Ul =11
Tooe of modical 1999 2000. 11-2001. 1 o] s moletal Fshr]E 3
e of medical care oy
vp Amount Amount Increasing amount el AAR BEsRTA o iy
Total 6,377 (100.0) 10,433 (100.0) 4,056 (63.6) o o Fax|do] A Hgxgo] TFH
Inpatient 2,549 (40.0) 2,636 (25.3) 87 (3.4) A5 o 7y Ao ARdolt} 1y
Targer for separation of 3,828 (60.0) 7798 (74.7) 3,970 (103.7) A =20
Prescribing and Dispensing 20000l oA 21 S6% = 3
Outpatient 3,661 (574) 4,733 (45.4) 1,072 (29.3) Broleow 129 9o 7k A
Pharmacy 167 (2.6) 3,065 (29.4) 2,898 (1735.3) XJX]__ 7]&3}%;} o0& B E3lo

Unit: 100 million won (%).
Based on the amount in hand.

From Kim BY. Seminar on the causes and suggestions about the health insurance financial

crisis; 2001. p.10, with permission from Inje University Graduate School of Public Health [2]. 4= 9t
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Table 6. Benefit changes, before & after the introduction of separation of prescribing and dispensing

Without the

Introduction of separation of prescribing and dispensing

introduction of

Type of h . 2000 yr 2001 yr Adjust

medical care pfggfrrigti:'?gnaorfd Nr(r)wte?j(ijcjz:ISt agjgsgctgle beznoe?‘i(’)c gte mr:jigg';sgotgteto flz:{]fee Subtotal egt(i)gja}(lé d

dispensing cost cost change a real level maximum
Inpatient 38,452 - - - 1,104 - 1,104 39,656
Outpatient 47120 4 5,446 14,901 6,160 4,221 3,843 23,679 70,799
Pharmacy 2,914 30,957 - - - 1,469 32,426 35,340
Total 88,486 25,511 14,901 6,160 5,325 5312 57209 145,695

(44.6) (26.0) (10.8) (9.3 (9.3)  (100.0)
Cumulative total 88,486 13,997 128,898 135,058 140,383 145,695

Unit: 100 million won (%).

From Kim BY. Seminar on the causes and suggestions about the health insurance financial crisis; 2001. p.14, with permission from Inje Uni-

versity Graduate School of Public Health [2].
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Table 7. Government subsidies by year

Government subsidies

Contribu-
Y Goperment Suharge Toral sy tons(8) A7
2002 25,247 4,392 30,139 106,466 28.3
2003 27792 6,446 34,238 131,807 26.0
2004 28,567 6,263 34,830 148,745 23.4
2005 27,695 9,253 36,948 163,864 22.6
2006 28,698 9,664 38,362 182,567 210
2007 27042 9,676 36,719 212,530 17.3
2008 30,540 10,239 40,779 244,384 16.7
2009 37,838 10,262 48,100 259,352 18.5
2010 39,123 10,630 49,753 281,650 17.7

Unit: 100 million won, %.
From Ministry of Health & Welfare. Press release; 2010.11.15, 2011.
11.22. with permission from bureau of health insurance policy [11].
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Table 8. Financial indicators of national health insurance by year

Classification/yr 2000 2001 2002 2003

2004 2005 2006 2007 2008 2009 2010”

Revenue Total (A) 95,294 116,423 138,903 168,231
Contributions 71,846 88,516 106,466 131,807
(rate of (177)  (23.2) (20.3)  (23.8)
increase)
Government 15,527 26,250 25,747 27792
subsidies
Surcharge on - - 4392 6,446
tobacco
Others 7,921 1,657 2,298 2,186
EdXPQH- Total (B) 105,384 140,511 146,510 157437
iture
Benefits 90,321 132,447 138,993 149,522
(rate of (15.2)  (46.6) (4.9 (76)
increase)
Adminis- 7503 7101 6,568 7085
trative
finances
Others 7503 963 949 830
Balance (A-B) 210,090 424,088 7607 10,794

Accumulated reserves 9,189 4 18,109 4 25,716 4 14,922
Debt - 50,816 118,731 134,542

185,722 203,325 223,876 252,697 289,079 311,817 335,605

148,745 163,864 182,567 212,530 244,384 259,352 281,650
(1290 (10.2) (1.4)  (16.4)  (15.0) 6.1) (8.6)

28,567 27695 28,698 27042 30,540 37838 39,123

6,263 9,253 9664 9676 10,239 10,262 10,630

2147 2513 2947 3,449 3916 4,365
170,043 191,637 224,623 255,544 275,412 311,849 348,599
161,311 182,622 214,893 245,614 264,948 301,461 336,835
(78)  (13.2) (177)  (14.3) (790 (13.8) (1.7)

7901 8536 8966 9,734 9841 9,724 11,764

831 380 764 196 623 664
15,679 11,788 747 42,847 13,667 432 412,994

757 12,545 11,798 8,951 22,618 22586 9,592
44,705 - - - - - -

Unit: 100 million won (%).

From Ministry of Health & Welfare. Press release; 2010.11.15, 2011.11.22. with permission from bureau of health insurance policy [11].

2 Based on cash flows. Other revenue is included contributions.
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Table 9. Standard annual wage grades and the rate of contributions

by year

Year Standard annual cop?fitt?u?i;)ns Poi?ste\llglue

wage grade (industrial employees)

workers)
2002 1,936,921 3.63 106.7
2003 2,262,972 3.94 115.8
2004 2,359,857 4.21 123.6
2005 2,457,354 4.31 126.5
2006 2,548,768 4.48 1314
2007 2,617,608 4.77 139.9
2008 2,723,201 5.08 148.9
2009 2,765,763 5.08 148.9
2010 - 533 166.2
201 - 5.64 165.4
Unit: won, %.

From National Health Insurance Cooperaton, National health Insur
ance yearbook 2009. p.29 [12].
National Health Insurance Cooperaton Homepage [13].
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Table 10. Benefits and accumulated reserves by year

Accumulated

Year Benefits (A) reserves (B) Rate of B/A
2002 138,993 - -
2003 149,522 - -
2004 161,311 757 0.47
2005 182,622 12,545 6.87
2006 214,893 11,798 5.49
2007 245,614 8,951 3.64
2008 264,948 22,618 8.54
2009 301,461 22,586 749
2010 336,835 9,692 285

Unit: 100 million won (%).

From Ministry of Health & Welfare. Press release; 2010.11.15,
2011.11.22. with permission from bureau of health insurance
policy [11].
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