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Securing patient access to new medical technology under
the diagnosis-related group system in South Korea: a
review of foreign policies and selective reimbursement
coverage programs for 4 major conditions

Hyojung Hwang, BA'- Sang-Soo Lee, MBA' - San-Hui Lee, MD?
'Corporate Affairs, Medtronic Korea, Seoul; *Department of Obstetrics and Gynecology, National Health Insurance Service llsan Hospital,
Goyang, Korea

The Korean government operates a fee-for-service system, as well as a diagnosis-related group (DRG) payment
system that only applies to 7 different specific disease groups. To control rapidly increasing health expenditures, the
Korean government adopted a compulsory DRG payment system for 7 disease groups in 2013. However, the current
Korean DRG (K-DRG) system does not address the cost of new medical technologies and accompanying services,
whereas the United States and European countries have implemented incentive systems within the DRG payment
system to promote technological innovations. The Korean government is expanding the accessibility of new medical
technologies to strengthen the coverage of 4 major conditions with a selective reimbursement system, but the K-DRG
system is inconsistent with the selective reimbursement system in terms of adopting new medical technology. Such
inconsistency is clearly shown in the case of advanced energy devices that are essential for surgical procedures.
Despite their clinical usefulness and the high demand for such instruments, there is little space for compensation for
advanced energy devices in DRG groups. Neither healthcare providers nor patients can choose selectively reimbursed
medical devices under the current DRG system, leading to unequal healthcare benefits among patient groups. This
paper proposes additional payments for new medical technology that is costly but clinically effective to ensure patient
access to new medical technology under the K-DRG system, and suggests that a fair and consistent policy would be
to apply the selective reimbursement of medical services in K-DRG.
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Table 1. Korean diagnosis related group in 7 disease groups

Specialty department Disease category

Ophthalmology Lens procedures

Ear, nose, and throat Tonsillectomy and/or adenoidectomy
Anal and/or perianal procedures
Inguinal and/or femoral hernia procedures

Appendectomy

General surgery

Obstetrics and gynecology Caesarian section
Uterine and/or adnexal procedures
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Table 2. Supplementary payment scheme in foreign countries

Supplementary payment

Country Payment amount

scheme
us Add-on payments 50% of the cost
Pass-through payments  Actual cost minus the amount
included in the APC
UK High cost drugs, devices  Cost agreed with local CCG

and procedures list

Germany NUB, ZE 100% of incremental cost,

locally negotiated

France LPPR 100% of LPPR price
[taly Regional supplementary  Variable portion of
scheme incremental cost, locally
negotiated
Taiwan Innovative function 50% of the cost or 70% of

assessment program actual cost during

hospitalization

APC, Ambulatory Payment Classification; CCG, Clinical Commissioning Group;
NUB, Neue Untersuchungs-und Behandlungsmethoden; ZE, Zusatzentgelt; LPPR,
Liste de Produits et Prestations Remboursables.
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Table 3. Valuation criteria for selective reimbursement

Valuation category

Valuation elements

Clinical effectiveness

Cost-effectiveness

Replaceability

Social demands on
reimbursement
coverage

@ In cases where clinical effectiveness are proven
- In cases where clinical effectiveness are proven with important clinical
indicators to be equal or superior to alternative reimbursement coverage
services/items
- In cases of medical devices that are used for direct therapeutic purposes
to be indispensable
- In cases of diagnostic tests that are proven to have increased diagnosis
accuracy and expected to have improved therapeutic outcomes
@ In cases where improved therapeutic processes are proven and improved
therapeutic outcomes are expected
- In cases where improved therapeutic outcomes are expected through
improved therapeutic processes although evidences for improved clinical
outcomes are not enough in comparison with alternative reimbursement
coverage services/items
- In cases of medical devices where improved therapeutic outcomes are
expected through proven improvements of convenience
- In cases of diagnostic tests where improved therapeutic outcomes are not
to be expected albeit proven diagnosis accuracy improvements
@ In cases where both improved therapeutic processes are proven but
where neither improved therapeutic outcomes are expected nor improved
therapeutic processes proven
- In cases of medical devices where both improved conveniences are proven
but neither improved therapeutic outcomes are expected nor improved
conveniences proven
- In cases of diagnostic tests where increased diagnosis accuracy are not
proven

@ In cases where they are cost-effective

- In cases where the effectiveness is equal or superior to alternative
reimbursement coverage services/items and the costs are equal or
reduced

@ In cases where they are neither cost-effective nor certain

- In cases where the effectiveness is equal or superior to alternative
reimbursement coverage services/items and costs are increased

- In cases where the effectiveness is inferior to alternative reimbursement
coverage services/items
@ Irreplaceable cases

- In cases where there are no listed reimbursement coverage services/items
available to indicated patients

- In cases of medical devices that are indispensable and have no alternative
medical devices

@ In cases where they are replaceable
- In cases where there are listed reimbursement coverage services/items
available to indicated patients
- In cases where they are complementary to the listed reimbursement
coverage services/items
- In cases of medical devices that are indispensable and have alternative
medical devices
- In cases of medical devices that are not indispensable and complementary
depending on physician’s choices
@ In cases where social demands on reimbursement coverages are high
- In cases where there are high social interests and impacts on
reimbursement coverages based on comprehensive consideration of the
detailed valuation elements
@ In cases where social demands on reimbursement coverages are low
- In cases where there are low social interests and impacts on
reimbursement coverages based on comprehensive consideration of the
detailed valuation elements
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