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The skyrocketing inflation of medical costs has become a major health problem among most developed
countries, Korea, which recently covered the entire population with National Health Insurance, is
facing the same problem. The proportion of health expenditure to GNP has increased from 3% to
48% during the last decade. This was remarkable, if we consider the rapid economic growth during
that time,

A few policy analysts began to raise cost containment as an agenda, after recognizing the importance
of medical cost inflation, In order to prepare an appropriate alternative for the agenda, it is necessary
to find out reasons for the cost inflation. Then, we should focus on the reasons which are controllable,
and those whose control are socially desirable,

This study is designed to articulate the theory of medical cost inflation through literature reviews,
to find out reasons for cost inflation, by analyzing aggregated data with a deterministic model. Finally
to identify determinants of changes in both medical demand and service intensity which are major
reasons for cost inflation.

The reasons for cost inflation are classified into cost push inflation and demand pull inflation. The
former consists of increases in price and intensity of services, while the latter is made of consumer
derived demand and supplier induced demand. '

We used a time series (1983-1987), and cross sectional {over regions) data of health insurance,
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The deterministic model reveals, that an increase in service intensity i1s a major cause of inflation

in the case of inpatient care, while, more utilization, is a primary attribute in the case of physician

visits.

Muitiple regression analysis shows that an increase in hospital beds is a leading explanatory variable

for the increase in hospital care. It also reveals, that an introduction of a deductible clause, an increase

in hospital beds and degree of urbanization, are statistically significant variables explaining physician

visits, The results are consistent with the existing theory.

The magnitude of service intensity is influenced by the level of co-payment, the proportion of

old age and an increase in co-payment, In short, an increase in co-payment reduced the utilization,

but it induced more intensities or services.

We can conclude that the strict fee regulation or increase in the level of co-payment can not

be an effective measure for cost containment under the fee for service system. Because the provider

can react against the regulation by inducing more services.

Key Words: Medical cost, Health insurance, Utilization, Service intensity
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gHYg Frte= AARA
Adge) e g
F HA=Z Hn Uk viFe A FUERYS B
ojgH]7} 1960:d0 5.3%0)" Zlo] 19816 9.8%0°l
1990 = 12.0%7 € Aoz FAS R vk (Rakich
%5, 1985). A9 ASE F&£T AALFeR =UF
AAb thy] gEue 19759 5.2%904 198639 6.5%
o o]21 glovt oFH He AVAE FIIE A3
i glon HIo W 1244 Frkstn Aok (k§
i, 1989). vt oj8H7} 19753 GNP 3,
0%4 19859 48%= Z7lstgtt (#=ATH AN

FA2A4 ogH 27h o

T4, 1987).

® 194 BE vle} o] 1980 279 FWYR
Hlo] Z714L A7 20%5 AHEn YL ¢ 5+ 9
=3

7H(1975—-1985) =919 HH|
7b o 128 AE Boly wd e izt & A4 GNP
e il 25 do] dEvle 34379 ARz ¥
ARos G4 was Fojdues B& HES HAFR

Hed(1988) #AA 104

Ack. ol ogu] FUhAe 3d 7€ 14%EH 24
g Axvdandy Ad 1083 F5A20 g ldy
AAe gdo] wt gow HE M&E @ Roew A

Fipil=s

AAFEAN Fog migsy

E 1 feivet A= %U‘«li"l FA

A= Salggw]  Fulelsd]  Iuldsw]/
(44)  Ad=d $543(%) GNP(%)
1975 2,980 - 3.0
1980 14,548 306 40
1981 18,178 25.6 40
1982 22,894 259 45
1983 27,512 20.2 47
1984 31,148 13.2 47
1985 35,205 13.0 48
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I. o|2H sl

1. o|ZHAS Hol

Sorkin(1975) 2 °l&H] d5& WEStd A ¥%
(cost push inflation), &JE4 & Z7}ol 2§ 4% (demand
pull inflation) 3} o37)& WAe ¥ Fpor FE
. o1F dFrle L A HBASLE o)X
71 dgol ogu Fe A HE&FH ¥ e
T3t & Fee FrAZ v 5 At oA
vl §571d g 35S AQd wet FEst AA F
2t F ded shus daAHs g (dAe
E FYead M40l Aeste Aolm fE sue
53 A99 F& HET Muls ¢ Ev JE(intensity)
7t S7beke Bfeldh = F23vt 4% s FA
of mel ¥R ¥ FaFsiet 2 AY £2
72 £7% £ d9 (328 1.

v Ak 4357}
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+237
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ez s ZFA A2
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(B) (C)
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o F(multiplication)# 27 Hoh. M EAEE HARS
29 oaAHA A S AF FYa4 744 (input price)
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rir

A& £

FoF7tade =¥ATY F7t £59 37k J8H
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Ag A g dgezsqd Asgee] Hs 5 I
o da) FEHe F23712 :f‘%f‘a‘ + Atk

Amett 5(1986)2 oY) F71E 5744 aglez ¥
Hsle] Mgt st GNP deflatore} 2 4

WA AAREAE, dR4vts B BHEee vug

og olmolgael WEsh AUz Fzd W
AT gy F7kE FASIA.
Ajam g 1914 4

AR, 1
3k 5717 8%
olHdF 25 F ATFVE
e 9AEFH YX| gt

2. o|2+R20| #Et 0|2

ety A stAdEse FRe AR aet
ARHDZ ¢] o]49 o] Hagls Aoz wddr
ueld dgge F7teh Mula Brd Frie dAl o
H 99ld) o] G WeAE HHraz

dased #AF A7E @o| xuHey 1 A
28 goatd 3‘&1}591 Fao FE A aAEH
e84 A} B ¥Y T FFAL vXE 9%
2 FEE 5 ok Z*z}” Ao HARYE, B8 Q
73 B4, AAF 2dER pA9t 9% gm0
47t BFAE Ao 2z #Ho] Ho HF v
o] #AE v} (Feldstein, 1983). 98 & 71994
L g Aulag w2 9H50]4S A Hr, Al
EolAld 7129 AAo| #HEgoas ogolgo] Fol
A=d Grossman(1972)2 H4g5E o] &3t oj& 4



TP NS, BEFFE Auolgel 9T vl
1B 259t} (Anderson, 1968). ZA1H 8
| ArAulatd, Azl dE BAE)

gH oaht HY 53 2 FFA JAME o8
20 9} MAE Aoz vEygEd o FE A
2GR sl FTAE (aggregated data)E ©]
Ardet. A WAEsE FkskE ddol
7bgtcb= Shains} Roemer(1959)9) B o]F Fg#t
o 9&A 87 FEAde ATFEAHREC HuHUG
(Newhouse, 1978 ; Monsma, 1970 ; Rice, 1983).

Davis$} Russelle @420 #F A7E Y& AT
FE 23 AMEE 2y Y 2¥L AXNIFAL.
% z3e YNgstd, 4dREsE, d8 RN
5, 499 HEAs, dF WAARE, 999 A
oabz: AR ulg, WY oA} 8-(physician fee),
wel olpH|gF ojuiz vgd WEHES EESAG
(Davis and Russell, 1972). = Golde Y &gxnl2
ol o] AL nxE QAL BEAsA e A8t
7 2 QAMuls A B ddaAuE oo BA
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A gu)&, Medicaid 9JA}H])&(Physician fee)e] Z7], ¢
ol iy, Al WlE, HF WAHRE, 499 ¥
FAE w907 Hlg Foltk (Gold, 1984). ¥ AT
n)Z2o] 487} F(state)E EAGHZ AT

Daviset Russelld A7olM ga+as @Av2
b6 ZA Fere wgren QAN 2 sHAF g4
a7ke] w4 (cross elasticity) = FoF 2AE B
et & sgMeia sHAY) d@EAe] —1001x
Jeaxu A 7hAe e e 0.85—14601%th ©1R
& sHMul2a sFHe] 1% Zidd dAFE 1%
Z71sn JhAu2 AFe) 1% s ddsas
oF 1%A%E Z7bste AL 9u @ E Golde] gyl
Mz g AEA shhe] Hed sjefol &l folatA
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gange /tYe AuiAe gAAA Fa %S
2= 714 2HRY}L AAE AFsle BdFEI(out
of pocket money)o] Hth Scheffler(1984)& 1ol
= F4 22A4E uaos v gEFAx(cost sharing
program)7} 9% ALl JFE vNE AE ¥
Hated 99 2 s Ba opye) s, d

gt ALNRE FAGHoR foAdA FdIFE

nAde A#s pasyc. & HEEGAT} glE
Aol AAe ¥ A7} By F= Jduc JEFL
7 ®esA A

3. Mela o = 2ol 2R

sz darge A% AFe Ared FAs
ARE R ZHA sHFstelN a9 FFl AR
sz Suvast e FsiE AR B
g% Mu|27tZAe] X FEA Aulx Pug W
AA BFA 93 A= ZE(service intensity) 9}
25718 o1AE & o

AA 2 wzolA 197158 1974372 Al A
oFg A}¢] (Economic stabilization program)oll Al oA=&
W8S A7 25%% FARReY AulA Fo] 93
A =75t a4 AAE AE AYol duz &%
t}. & Medicaredld JA7HASSE 3% otz 3
o} 98497t Aol 8—11%, A ol 9-15%
z71sld 3 o2d dAHE g 23% F7HEdEY e
7} 9% ZAasadE a7k do (Rice, 1983).

Rice & 1976 %€l 1978 Alolol oAE A9
2 o] 717tEetdl Y Medicare #Afol] 3t H 4R
59 W3yl FFAA 93 Fo57HE FUFEAE
519 th (Rice, 1983). o] ¥ 3-¥ Colorado 2] Medicare
o g AgH] FFA ARE o] &IAL, 37HA
Z4&v 4 — U] A 7% (service intensity ), A 8] £ % (service

quantity)® R ZA AH|X(ancillary service)& Ab§-

o T owfe

A7As QA Adel @ RFEAEEC] AR
dusgd fodstA FFE uHen A By
g9 ©g4do] —0.1401Utk oA Il REAEE
o] 1% #astd 9abA d8Fart 014% Fhste
AL ou @, & WA AP Aee FAFE 10%
Fro A SA%Hcz foAPon WA BEAEEY
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ggdol —027 otk F oAl W@ B5AEEO
#ashd Al £28 ST YSS EstE Ao
T oold e A APuc oA AgdM g%
st ok

Won
Marginal Cost (MC).
; P=MR(flat m.r. curve)
R !
A\
A Demand
E 5 Marginal Revenue (héIR)
0 Q Q

38 2. /HAFASeA e A Zze] W}

7Hael Agzlsd M A8 A AHE HF
7)ol SHESE MR ddsly] g FAFYe
a¥elM BEe MREAAF s sz A &3
AMO) = e A Qeltd 5% 238k 18
W feiutel A e meertd 993 shFe] 93
A4 gAFdLE TFFd Bl 4FsA I
(MR;FA).

mety gAugol RPBAe] A (LYY
FA)ETG HE de Mu|Age] FHEFE olfe] F
7hetAl Ent. m2bA MRt MC7t whvde QAR A
Bl&gko] FrbskAl "k feElvety 99d RSl
Roe gAY FEo| Adov @AM LRTE b}

£ #7208 Budh. geh £ EE ode 2
saths FE4 Beiolgo] meh ny B A% Ay

&9 ¢ Ee Aee FvHEda € 4 Aok

Riceo] dyolA FHUFF sl A2z 4
H7HA &9 (relative value unit)E AM&gom WA 2
B3 g3 A 2RoA REAEES] Wt Mu)x
Zee Wshe 5A%HoZ 987 (negative)9]
BAE RISAT WA MulaZed W By
£9 @840l —061°1An YA HulaPgze] tig
BEAEES] BNl —015°1A0). oA BEXRE
ol 1% #astd Auiazzs UnA Aol 061%,

d3A AWel 015% 7S gnigtt o A#AE 9
8589 ¥ Riced d79} AAANH HFAEE
#astd oatel £2fAd s drsad HHAG
=rh BF fojstA SHETa SN g 4 ok

M| 2ZEE A6 dd 2PHe dgolEz Y
o FrhA el HEAEAA SN FERe Fo
ARG #ATE A MHlL 7HFol MR AA d¥E
od ez ddHw, oAte FPFE, A& oY,
A& 392 (specialty), 43 (sex)® =)< (urbanization) o}

FE¥S vE ¢ At

of A7 MUY= A% ¢ ¥-ndusrnyge 4
T, A 22 Y Ago|vt A, 4 o, 1A,
A7), 29, 38, &9, A5, A, 45, A4 A9
137] Al=el ZAgogwd 198433 e 1987374A 4A
9 A5 FudsEy 1985958 1987374 304
ARE AMEE zZ W] AdE gy F18S 4F
ok Aol AHEE AEF 9solg3 AgH ¢ 9
TEAe B3 AL RIS JdrrdAYTH
A iy e drE A od BAS, A
T, AT B A9EAC #EE AL BAAMIEAD
B9 g EAALS

AHgsteleh.

2. A10] AFBE WS
d7o] AHEE WFE E 29 2oW RE F&us
£ 9ERY H8A7E 2337 A A8 1A%
A FHEE ATk A9e 37 ()@ @
Wel geoz sgon Adt WE(vist) BUL @
992 sk QA% gAY e tdE olgw
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o] A&t 4vIRINE 2T dLAD ¢ A
% J8Y F7hge A7 MuA%E F71eS A8
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9 94949 T JawEG A8HE 1§99 F#7
AFERZ Ui oL t-19x9 HEHEZ ol A
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W u & oo
4 dald dz i FM% ADM
dolet Azt AT FoHE OPD
FrielAg 243 A% Asv Fohg HOSEXP
FrAl AL 247 ety Aav Fohe OPDEXP
Eduie  ddEudgr) A4E PRICE
AL FF olel (654 o)) FAul FoAg NOLDAGE
AL TE G4l TF(25-344) TAY FobE MATERNY
ALl TF FAAT AN FHE SEX
iy F7hg HBED
A4 FoHE MD
dg7|RF e FACIL
Aol =3 F= URBAN
QENY F2E(AAYEYY ], *- 2988 :0) TYPE
Sl AelA o WAFo| 4 8B EHIE AN A% DEDUCT

(19861 : 1, .9 : 0)

ERYF7L A EL JERFAFY A s
A=Y AFES AHgsEdl 4T Aldel dxd
ue} zojzh g sy dxd 74 AFAFHA u
71l o8 Bt Az WEAZES AFLz g4

s =29 654 ol g sigen vt
WA= YA7keAe] 71 =& A% 2548 H

AR e Qe et earidele RidLd B3
Axz EFaAc AYe 54& vehles ¥Wedd A
9o} g A) 3l (urbanization) FE& AW AdlA AFs}
v Ad7TE F d7eE U] AEddd

ministic model)& FA st
A8E FH&3ld =&3¥ T
AR AR EH YA gvEotd Fa3d 7:"73£°‘
oz ¥ F829 2‘—7}° Ayl 273w

sausz su 484 wud oo o5 Tav 2ol

B ApdA Aled A4EH n¥L gy g
EXPy=EXPy, [(14+%CH(Uy)) (1+%CH(Py))
(1+%CH(INT);)]

EXP ;1919 H&H]

U; 950l 8(Yddxs £ Jfol& 3

P74
INT ; MU 2% %
i; daAMua /0=, 2A)
tids
%CH: W ez B¥E wsle
A EL vid 49, dH #E AdEo AEH

7] Ao MulA THEE pEaA] g ogolg
3 74Ae #3 AFHE 94 ¥ (exogeneous variable)
24 2 Agstdorn AbaZny A A8HE
AANBER o] At

S AolA oz MY Frke adWRE oA g
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X (1+%CHCP,)
X (1+%CH(INT).)

2) 4887 23
A7) AH8E HEEH mFe e 2ot

Yu=Bio+{(BuwXu)+Eu (i=1, ... . n)
@ Y, ; £4£4 4 kE (ADM, OPD, HOSEXP, OPDEXP)
X, : ¥ ¥4 (PRICE, NOLDAGE, MATERNY, SEX,
HBED, MD, FACIL, URBAN, TYPE,
DECUCT)

JEFe 3718S AW 29 F Al o
FaZ7lels A7 dsd] @E A4dy Fote
7H4 (price)ol & #8¥d7}l g Aol AHH F
7tacle ogry HEATF =T 74H F7HE
(NOLDAGE), 71994 +Av¥ =718(MATERNY)3}
FAJNTF 7AH F7HE(SEX)2A AHstdlz, 1986
19 1978 Ag3 oo A FAAL WdFoly
olg7l#e] 2ARGES JFFoIA A 24
{copayment)o] Asds axr7t Jddermz 19859 o
Hl 19864del] ojg4a9] Halyl JRE Aoz wds
ek webA Aol gk 7k & (price policy) 9]
J3(DEDUCT)E #H713t7] 98l 198618 7}AA Aol
Ade Aoy 19 A=E e RAoE &

g4848 AR F FEAY 94F Fe¥NE F
2 9JA}d) )3t 4-9 49 (physician induced demand)d
Aoltt. o]8A wiANM AFHREol oAl ofF Fa
e A & gAF F7k At dig wad
d&e] & Aoz Hol A4 FILE(MD), WA
%71 (HBED)#} 9 s71#4 Z714(FACIL)9 W+E
S et Euetel A Al HE BeE F7l
AqFstnz FIHAGE(PRICE)S] 43S Hrtstdoh
AREY THE FA A8 AZodarny A% (TYPE)
o] A4E Frisigdch £49997) Ay A kolBE
ARt B IE FASA d8 A9 =AH AE
(URBAN)E XAzt & Au|2idz S7te 49
gEFa T AR 8EY FYE
Aoz wasiyo

HEEH 23] 78 A (multiple  regression )l
os =Zsigen spi4ql o5wy FF(TYPE)S

fuc)

= A
3t MTES

& O
23e

Belng g 4«9y (DEDUCT)E Ag ZE W7l
AU iy ZUhgo|BR FIAEY E¥A 3AA
=(regression coefficient)y= €2 Al (elasticity )-8 2jv| g
o B dpdA AN AR B4 dxd AR
olzg H3 dxe BEX QAF T Fuo] &
Aoz ARy FL&o 712 7S AT 7HsA
ol 9jt}, Al w3 A7| A (autocorrelation)o] 1S F
Aok wWEtd FARY e A EAQQRE AAHE
7] $]8] Durbin-Watson AA-L Al#3lYc}. o A1
BE BAe SPSS-PCE A&kl

vz =
1. ZHEXN ZY0 2JFt o|=H| 4520

HZ 547 gy A 24 8AEY dxY F7)
g8 FEele 1 498 A& (E 3).

Adgel A9 19833 vlEer 1987374 Ages
BEdAM oy Mave JFEF 121% F7sded
o] & FIIIAEL 24%0iNn YA ALAF=
0%, ABI2BEE 64% Z7Hetod Nul2Ze F7te)
g odgmy) Zirt A% ok & e TS T
RYRRIPNAE deg JEdEH7 At 135%
Z713t9a ol AL FIRIAE 24%, A9F7HE 30%,
MHlAZE ZF7H8 64 %2 Ueht Uy YU EH
Z7be HAD F-N98REY B F 23R Ft
7t 718 23 oo 5489 FrlRUE 2-3
) A% E=A Jebdl

2 7175 9 AP AsHE FFAFR P
A a8d 72% F7tstd Q49AEY FrkEde HA
on ol tA FIRIGE 24%, JAEE S L
4% ¥ 27T F74e 28% bl 9% ARz B
Nk, #- wiRYdMe dAgY Frhgol
102%2 <7 =4 vehgoew n3fErt 24%, A
B 38%, AH2%% 30% F7tol 9 Aoz JEehd
ok @A an Z7he JdLWEY Frke 2 AR
ER¥e MulAZE, - 2 8P YW (54a)
Z717F 7b3 & 99102 gk ded Hutyes B
o o9gRgEn Frte dUsa St 28 €U0
I BdE, Ergust Ak 1986 19 195H 4
NE el gAAe) HYFolA ariRe wing
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E 3. 42 537 oav] 44 25e 27 Zof

1983 1984 1985 1986 1987 1983-1987
1983 71§ A4 - 032 058 084 095 095
Aol vy
S|
dalgt Agw)() 11,915 13,645 15,898 16,178 17,696 485
(=) (.145) (.165) (.018) (.094) (.121)
delet YASF 0573 0576 0609 0594 0619 080
(—) (.005) (.057) (—.025) (.042) (.020)
Azt 47 A4 E (—) 032 025 025 - 010 024
TR R 243 207,866 229,634 246,868 251,097 261,015 256
Al Aan (—) (.105) (.075) (.017) (.039) (.064)
9
el Aae(Y) 24,600 28,561 31,853 29,882 31,702 © 289
(=) (.161) (.115) (—.062) (.061) (.072)
delet Wi 5.87 6.69 6.88 597 6.21 058
(=) (.140) {.028) (—.132) (.040) (.014)
Azt F7} A4 E - 032 025 025 010 024
FR T2 248 4,190 4,150 4377 4,620 4,666 114
uhied Ay (—) (—.010) (.055) {.056) (.010) (.028)
T 8B
4
dalg Azu)(Q) 12,994 15,036 16,924 17,855 19,941 535
(=) (.157) (.126) (.055) (117) (.134)
dgld JYRAS 0584 0597 0610 0610 0653 118
(=) (.022) (.022) (.000) (.070) (.030)
A7k 471 A4E - 032 025 025 010 024
SR 42 2A% 222,428 244,166 262,379 270,332 278,943 254
i Agw (=) (.098) (.075) (0.030) (.032) (.064)
9
delg A8 (4) 27,113 32,480 35,486 34,659 38,226 A10
(=) (.198) (.093) (.023) (.103) (.102)
dqlet WEds 6.27 7.11 7.37 6.68 7.22 152
(=) (.134) (.037) (—.094) (.081) (.038)
Azt 471 QdAE - 032 025 025 010 024
FARAFR 2 4,326 4427 4,554 4,786 4,837 118
uhie Ay (~) (.023) {.029) (.051) (.011) (.030)

*:1983d ofv] 19874 FrHE

()& A= v AYF 7%
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