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<Abstract>
Fairness of Health care financing: Progressivity and Retstributive Effect

Hosung Shin"t, Myeng-Ki Kim', Jinsook Kim™
Department of dental health services management and informatics, college of dentistry, Seoul
National University’, Department of Community Health Sciences, School of Public Health,
University of Los Angeles California™

The present study attempts to examine the progressivity of health care financial
sources based on the income approach, for which it decomposes redistributive effects into
vertical, horizontal, and re-ranking components.

The study data include Korean Household Expenditure Survey (2000) conducted every
5 year by Korea National Statistical Office. The data were sampled from the national
population by the multistage probabilistic sampling method, and amounts to 23270
households.

For the better application of the income approach, the study employs household total
expenditure in Korea instead of total income, because the former data source is more
reliable and less fluctuated over time. Progressivity of health care financing was
measured by Kakwani index. Aronson’s decomposition equation was used in case of the
analysis where differential treatment of health care expenditure needs to be considered.
Despite the progressivity of Korea’'s governmental contributions, total expenditure of
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health care showed regressive pattern, which may largely be attributable to the higher
regressivity in out-of-pocket money. With the result of negative Kakwani index,
differential treatment increased income redistribution biased for better-off. It is worth to
note that social insurance displays not only negative Kakwani index, but also horizontal
inequality, suggesting that the first step of health care financing reform should be the

revision of social insurance premium rates toward effective and equable way.
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<Table 1> National Health Account 2000
{unit : Million won)
Index Money
Gross Domestic Product(GDP)1 521,959,200
Total private spending on GDP1 299,121,800
Total government spending on GDP1 52,479,700
Total expenditure on health2 30,679,909
Total Public Spending on Health2 13615632
Total Expenditure of Social Health Insurance3 10,673515
Total Revenue of Social Health Insurance3 9,757,039
Total premium of Social Health Insurance includixig Government3 8,609,784
Total Contributions of Social Health Insurance4 7,228817
Subsidy from Government5 1,552,746
Subsidy from Government for insurance fundsb 1,380,967
Subsidy from Government for operational fundsb 171,779

Source : 1. Bank of Korea, Economic statistic system, Available from : URL : http://ecos.bok.or.kr
/isp/use/classsearch/ClassSearchCtl jsp
2. OECD, OECD Health Data 2003;2003
3. National Health Insurance Corporation, Medical Insurance Statistical Yearbook 20022002
4. National Health Insurance Corporation, Medical Insurance Statistical Yearbook 2001,2001
5. National Health Insurance Corporation, Annual government subsidy. Available from : URL
* http//www.nhic.or kr/stat/2002/12/07/226,342,38,0,0.htm}
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W A(poverty line)& sk chakdt whilo] ARGHIAT & d7E WEFE Hdt
E J1EE HARANE ol nAEARE 59 vith AEF Y2 (Market Basket

da)og HARANE ASTU WA, QAABe FFHL FEE A F F5E 2
AxulFH 7tAE Fote] AEshed, 49 7 364, 2 33A, A 7A, 5M)7L 710

At} 42 7S 12 & A% 19 7bE 0349, 291 74 0578, 391 7 0.7%, 59 7}
T 1137, 62 7HE 12839 7hEAE Rojste WAooz 2AHY 79 M oA RHE
o 491 F7F Al 14884 9S Ttk AAF7L BalS AGITHRAZA R, 2003).

<Table 2> Distribution of health expenditure components
Total Direct Indirect Total Total

Exp. Taxes Taxes Gov. St Public 0P Total
Proportion to total expenditure 028 048 076 18 266 33 600
% 466 804 1270 3146 4416 568 100

Poverty before 769

after 1052
1 (1) 1.0 11 09 11 0.8 09 0.8 09
2 (D2) 43 1.3 45 36 41 39 41 43
3 (D3) 46 40 50 49 45 46 54 56
4 (D4) 58 5.7 5.3 6.3 57 59 57 6.0
5 (D5) 65 75 6.1 6.9 6.1 6.4 58 6.2
6 (D6) 6.7 8.2 6.6 6.9 6.5 6.6 8.2 6.3
7 (D7) 88 85 97 77 101 94 114 105
8 (DB) 141 1564 119 165 113 128 117 122
9 (D9) 232 235 245 213 253 241 232 236
10 (D10) 52 247 2HB5 248 BT B4 238 245
Ds1o(D8+D9+D10) 625 636 619 626 623 623 587 603
Dis(D1+D2+D3) 99 64 104 96 94 94 103 108
Dsio - Di3 56 572 b5l5 53 529 529 484 495
Dsio / Dis 6.3 99 6.0 6.5 6.6 66 57 56
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Z F25/0482 =4, A9 BPEE AU T ASHete E
Jol golglth, ERgdd 7pa & A5 E Btk ofe Eigde] AA ds
A4 56%E A FE2 & HFE /e A ALY BHAME Uehbkol A4
AZol FAAFRG 2AEARS v FEHA o w2 v g AdE 2AFPAeE AF
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g AZe g ASARHREE HFY AFE ut Aoz PiF HES
k. gl AZe] 259 dziA Fujo 7l Hojrk 424 394 B ZAAY AEA
il FRP(V)E KEnt ofdzl, AdxgY 7 439 79A4E (g dME 2P e
AFelA A g HAYE AZo] AAY 254 T AHARG % 2¥) F=
Al ZAHERAT A-AY FA AT R O REg 8Y AN A 3REEY
AR AFe ¥ #s R FFFEAFAZ + BT 9FEHE 479
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<Table 3> Progressivity, horizontal equity, and reranking in health care financing

Direct Indirect  Total Total

Taxes  Taxes Gov. St Public OoP Total
Kakwani 02220 -00433 00611 -00397 -00138 -01024  -0.0638
RE 00006 -00002 00004 -00009 -00006 -0.0051  -0.0057
v 00006 -00002 00004 -00008 -00004 -00035  -0.0041
H+R 00000 00000 00000 00001 00001 00015  0.0017
—=5 10051 9998 10245 &17 7666 6977 71.09
i%@l 051  -016 245  -1183 -3 -3023  -2891

2 @7 7Hg 98y A Eﬂ?& ASAE a3 ggn A9 YH ENS
; H2 P SdA AHEYT. £3F FIYL ASHold E
A& AgEe 202 AF(Kakwani) AFK) 2 #Hol=
-2 Ed A7) (Reynorld-Smolensky, RE) A48 o]g3le] Asjugictl 34 FPAJL
d ABRE ZhrAdel ol ggn] AZe Aot JIEAH, ‘fan effect’ o EA F5),
I Aol7t 7HAS SR, fan & HAF)l AGA FFL PIAE AE ARSI
£ A7 dEg oot tsT Zoh 2Argdo] A8 RPZE I TF
o] Botaiuc} 12% ¥QEWY 31 3N AET AA /7Y 3%, 415 FF7I) AjRo
AN o)at 7HtE Agsyic), 8] AF A 77%] hot HARA] ol o
AF & o] &L 105%=E ot Roltt. Al g ogH] B 5317 JF&
Toll AFEYE F EAFFYe AS9PGLR Foay AL 25937
&2 Holy ASARHANE ¥ i B ASARNE 7 T
Bed 25 9 ¥5Y ¥ dsn] A2d g3 L5ALNY FHF WEFE FINT
o I A% B5 WFEY ASAEN § 4 0%e 738 ERH 254 WE, %A
ol gFozHE FPHIT
2 d5& AgE OECD 77 F ARdg AAsn e Ul veides 249
4] A& Y FAMS BAtHWagstaff 5, 1999b; van Doorslaer &, 1999; 959l 5,
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<Table 4. International Comparison Korea with Other OECD countries
Direct Indirect Total Total
Taxes Taxes Gov. O Pl O  To
Korea(2000) 02220 00433 00511 -00397 -0018 01024 -0.0638

Korea(2000) 02683 0031 0159 -0164 -00600 0014 -00239
. Germany'(1989) 02488 -00922 01100 -0.0977 -00533 -00963 -0.0452
Dutch'(1992) 02003 -008% 00714 -012866 -01003 -00377 -0.073
Swiss'(199) 020656 -0072 0150 0061 01389 -03619 -01402
UK'(1993) 0843 0152 00456 0187 0072 0228 00510

Kakwani

Korea(2000) 00006 -00002 00004 -00009 -00006 -00061 -00057
Germany’(1988) 00024 -00007 00018 -00083 -00086 00014 -0.0062
RE Dutch’(1992) 00013 -00008 00010 -001056 -0009%6 -00006 -0.0086
Swiss*(1992) 00040 -00006 00035 00000 0003 -00011 -00102

UKA(19%) 00042 -00018 0004 00017 0004 -0.0021
Korea(2000) 1051 9NV 1246 V17 B Q7 TL0
Germany’(1988) 1004 985 1017 &8 625 W04 &2

—= Dutch(19%2) 1023 100 161 M5 B4 70 982
Swiss*(1992) 1016 947 1018 13 1018 %69 %0
UK (1992) 1003 %6 1023 1034 1023

Source : 1. Wagstaff 2], Equity in the finance of health care: some further international comparisons.
Journal of Health Economics. 1999;18:263~29.
2. Wagstaff 9l. Redistributive effect, progressivity and differential tax treatment: Personal
income taxes in twelve OECD countries. Journal of Public Economics. 1999;72: 73-98.
3 ¥¥W T RYYE AARYY 34 SxEAFAEs FASEH3); 2003
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