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Healthcare system in Korea 



Korean Healthcare System 

Demography 3rd Payer System History of NHI 

Economy 
UHC 

• Total pop. 51,709,098 

• Life expectancy :82.7yrs 

• Aged society(14.9%) 

• TFR (‘18) : 0.977 

• 11th largest ($1.655 trillion ),’18 

• $32,046 GPD per capita(‘18) 

• Implemented in 1977 

• UHC for population 

achieved in 1989 

• Unified single payer in 

2000 (141 1) 

 

 

• BEP(Benefit enhancement plan) 

• “Listing all non-listed services” 

(4 major diseases since’12) 

• Expanded to all diseases under 

the Moon care  
 

• 5 

Medical Security 

Payment for service costs 
(NHIS’s share) 

Healthcare service 

Contributions Co-payment 

Policy delegated 

Population 

C
o
st 

Payment Copayment 

• Basically FFS 

• DRG for 7 diseases 

• KDRG (pilot),2009 

• 5% for cancer 

• 30% for ambulatory  

• 20% for inpatient 

Public institutions 



Pharmaceutical Expenditures 
ratio(%) 
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Source : OECD Health Data Source : NHIS Statistics (2019) 
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38.7% 



Importance of the NHI for Pharma. Industry 

 TPE of the NHI : 92.4% of Market size(2017) 

Source : MFDS & HIRA 

B
ill

io
n

 



Drug P&R 



Overall Drug P&R 

HIRA health insurance review and assessment service, NHIS national health insurance  service, DREC drug reimbursement and evaluation committee. 

Source : Kwon HY and Godman B, Drug pricing in South Korea, AHEHP 2017 

HIRA 

DREC 

Pricing & scope of 
reimbursement 

External referencing 

- Foreign Prices 
- Comparative 

prices 
- Budget impact 

NLS PLS 
2007 



Drug Expenditure Rationalization Plan(DERP), 2007 

 To rationalize drug spending  

 Two pillars 
 Positive listing 

• “Value for money“ 

• 20,871 products (45.7% of all approved) 

 Price negotiation procedure 

• Bargaining power of the payer(NHIS) 

• Price-volume agreement 

Source : www.health.kr (as of May 02 2019) 



Decision on Reimbursement 

2017-09-09 HYE-YOUNG KWON 10 

 Reimbursement rate : 71.5% during 2007 to 2012  

Appraisal 

on Clinical 

usefulness 

Superior (13.0%) 

  Non-inferior / 

equivalent 

(72.5%) 

  

Inferior/ 

uncertain 

(10.1%) 

  
Rule of rescue 

(4.3%) 

                            

                          

Decision 

- making 
Cost-effective 

(CEA/CUA) 

(63.0%) 

  

Less  

costly 

(3.7%) 

  
Less costly 

(80.7%) 
  

None 

(0%) 
  

Medically necessary drugs 

without alternatives(100%) 

Source : Yang BM et al(2012) 

33.3% 19.3% 



Non-reimbursed medicines 

  Not sufficient evidence 

     uncertain effectiveness 

  High cost medicines  
ICER threshold 

Cost-ineffective 

 Breakdown of Price negotiation 

E 

C 

 Other mechanisms needed 

ICER 
threshold 



P&R Scheme 

Rule of Rescue Value for Money 

Bypass Standard 

CEA Waiver 
- Lack of clinical 

data 

- Listed in ≥ 3 

countries 

- Lower that the 

lowest price 

among A7 

countries 

- Expenditure 

Cap (RSA) 

RSA 
- Lack of 

therapeutically 

equivalent 

comparators 

(TEC) 

- 4 types 

Medically necessary 

drugs 
- No need to evaluate 

“value for money” 

- Prices set based on 

foreign prices(A7 

adjusted) 

- Compulsorily  listed by 

the MOHW if 

negotiation failed 

Impermeable permeable 

Price nego. waiver 
- Submitted price is 

below weighted average 

price of 

comparators(WAP) 

 

Life threatening diseases(cancers, rare dx) 

Cost-ineffective, No / lack of alternatives 

Reimbursement Review 

(HIRA) 
- ICER threshold 

- 0.8-1.5 X GDP per capita 

 

Price negotiation(NHIS) 

- Price volume agreement 

Price Notification (MOHW) 

 



Medically Necessary Medicines 

 Eligibility (A ∩ B ∩ C ∩ D) 

A. In the absence of other treatments (including medications) 
that can be substituted 

B. When used for life-threatening diseases 

C. When used for a small number of patients such as rare 
diseases 

D. Demonstrated for clinically significant improvement, such 
as a substantially  prolonged survival period 

  Or, the DREC are considered necessary for patient care 

 Benefits 

  To be listed by the authority of MOHW, despite the 
breakdown of the negotiation 

Source : Yoo et al, 2019 



CEA waiver 
 Eligibility (A ∩ B ∩ C ) 

A. Drugs for rare diseases or cancers   
 No other treatment that can be substituted  

 No therapeutically equivalent 
alternatives(medications or treatments) but 
for life-threatening diseases 

B. One of following medicines 

 Drugs approved based on clinical data 
without control group 

 Drugs approved based on Phase II clinical 
data but no supplementary document of 
Phase III clinical data 

 Difficult to produce evidence due to small 
number of patients 

C. Already listed in more than 3 countries among 
GB, US, FR, DE, CH, IT and JP. 

* Expenditure cap should be applied  

Source : Yoo et al, 2019 



RSA 
 Eligibility (A or B) 

A. Drugs for rare diseases or cancers or other life 
threatening conditions that have no alternatives 
or no therapeutically equivalent  medicines or 
treatments when used for life threatening 
diseases 

B. Other cases where the DREC recognizes the RSA 
application in consideration of disease severity, 
social impact, and other health care impacts 

  Requirements 

 Still, cost-effectiveness of the drugs eligible to the 
RSA should be evaluated (except Expenditure cap) 

 

Source : Yoo et al, 2019 



Risk Sharing Agreements 



Backgrounds 

 Positive List System 

 Balance billing 
  inveterate prescribing behavior  

 Benefit Enhancement Plan (continued from the former government) 

  4 major dx  all dx  

The Moon Care : Listing all non-listed services 

 Policy directions in Economy to foster 
pharmaceutical industry for economic growth 

 

 

 

 



4 types of RSA 

 33 drugs(2013.12~2018.6) 

 
Types Cancer drug Cancer + orphan drug Orphan drug Total(%) 

1. Expenditure cap 2 10 3 15(45.5) 

2. Refund 6 3 3 12(36.4) 

3. Utilization cap per patient 2 1 - 3(9.1) 

Refund+Expenditure cap 2 - - 2(6.1) 

4. Coverage with additional evidence - 1 - 1(3.0) 

Total 12 15 6 33(100) 

Financial-based 

Performance-based 

Source : Yoo et al, 2019 



So far….. 

 3 drugs (Revlimide, Pirespa, Evoltra) were terminated. 

 Pirespa : Real price was 40.8% lower than the optical price 

 35 drugs contracted with RSA 
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Finance-based 

 Expenditure cap 
 Refund 𝐸∆ to the NHI 

• 𝐸∆ = 𝐸𝑎𝑐𝑡𝑢𝑎𝑙 − 𝐸𝑐𝑎𝑝𝑝𝑒𝑑 = 𝑃 ∗ 𝑄 − 𝐸𝑐𝑎𝑝𝑝𝑒𝑑  , if 𝐸𝑎𝑐𝑢𝑡𝑎𝑙 > 𝐸𝑐𝑎𝑝𝑝𝑒𝑑 

 Refund 
 Refund 𝐸∆ to the NHI 

• 𝐸∆ = 𝑃𝑓𝑎𝑘𝑒 − 𝑃𝑟𝑒𝑎𝑙 ∗ 𝑄𝑎𝑐𝑡𝑢𝑎𝑙 

 Utilization cap per patient(volume cap) 
 Refund 𝐸∆ to the NHI 

• 𝐸∆ = 𝑃 ∗ 𝑄𝑎𝑐𝑡𝑢𝑎𝑙 − 𝑄𝑐𝑎𝑝𝑝𝑒𝑑 , if  𝑄𝑎𝑐𝑡𝑢𝑎𝑙 > 𝑄𝑐𝑎𝑝𝑝𝑒𝑑 

 



Performance-based 

 Coverage with Evidence Development(CED) 
 

  EvoltraR(Clofarabine) 1mg/1ml 

- Approved for treating relapsed or refractory acute lymphoblastic leukemia (ALL) 

in children after at least two other types of treatment have failed. 

- Not known if it extends life expectancy 

- Conditional approval requiring Phase III later 



Evoltra 

 Study design by Subcommittee for RSA under the DREC, HIRA 

Endpoint, observation period, Sample size, Methodology 

Patient recruitment every 6 months to be reported to the committee  

Remission rate 

25% 35% 

Not listed Price reset Listed 

via negotiation  



Lesson learned 

 Improved access to medicines 

  2.46 times(log odds) for Cancer 
drugs(Kim ES et al, 2016) 

Pros Cons 

 Transparency in Pricing 

 Patient copayment 

 Administration costs 

NHIS identifies and pays back to 
each patient(refund type) 

 Impact was not evaluated yet 
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