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Background: Price control alone may not successfully restrain growth in health expenditures. This study aimed to propose fee ad-
justment model suitable for Korea reflecting health service volume and to clarify applicability of the model by comparing actual
conversion factor with estimated conversion factor from simulation of this model.

Methods: Fee adjustment model was developed based on Alberta’s fee adjustment formula in Canada and 7 alternatives were as-

sessed according to diversely applied parameters of the model.

Results: Estimated conversion factors of the tertiary care hospital and the hospital were lower than actual conversion factors, since
the utilization of heath service has been increased. However, there was no big difference between estimated conversion factors and
actual conversion factors of the general hospital and the clinic. Eventually this fee adjustment model could estimate proper conver-

sion factor reflecting health service volume.

Conclusion: This model may be applicable to the mechanism as determining conversion factor between insurer and provider via

negotiation and controling growth in health expenditures.
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Figure 1. (A) Price and expenditure equation. (B) Price and expenditure equation with cap, M. Red line represents expenditure equation and
blue line represents price equation. X axis is quantity of health service and y axis is price and expenditure.

344 www.kshpa.org

BMFSIS|X] 2013;23(4):343-348



MH| 2% 123 57} AR S running tide 2 F3HgiEUTE

pi(m) = {a+b(CPL.1)}-c(q-m), where q<h « -+ oo onvve
pi(h) = fa+b(CPL.1)}-c(qr-m)-d(q-m), where g =h - - - -

® ®

>

A317] 913l a+b(CPL.)& agtal 3hal Helsh 427}

A&E pe A ©, O 2L, ABH] A EF7HE e 4 ©), ©9F
Ak
pt(m) = a.ch.cm = -th+(a+cm) ........................ /}_} @
pi(h) = a-(c+d)qr+em+dh = -(c+d)q+Ha+(m+dh)} ---- - A @

(I-C)qt+(a+cm) .................. /}_}
{lI-(c+d)}qet(otem+dh) -

el(m) = a-cqtcm+q =

e((h) = a-(c+d)q+cm+dh+q =

A &H| Z]ETﬂ%Q] AFeHS =% o] Figure 1Bo|t). t1
T N EH] AE57He2 Mo A] ARkl 7HY8HHE t1d =0 A]
HIA W g7k olxé /d%to] hof| A h'2 FolE5A| Hw t1d =9
A2 R 7F o] Blsf b o] 40 2 Z7FThA td &= 5271l
&E-hRE AR 7157 -19] A4l ofsf A4t
2) AlEolMd 2
o] ¢7= 7] St AYRHE S ETE Table 12 22 4|
o} A2 g oto] A SIS pE AVEslch E 37

Table 1. Parameters of fee adjustment model

o
~
02
o

R B e R LWL
ol SISk 200751 3E] 20118714 7R AR AR}
EAHARE o] 8519

Aol M1 27 ool feksls me 2aste] ol Flsat

F7he-g Eotid, 303 B4 217} 2 ik ojd F7kadl
2 QP AN, 2t 891 AFGT AES TS0 2 T A, A
2 B QA 5 AYSHE Aol o] Ao g A F
7H8, Folus] Sl Q1 3718, U 253718, ATFE M
312 QI3 37H8-& 2 BSIEH Table 1), o1 W= 3718 AR

ol B hix 2712 QT 4= Qs o] e A0 R B
A LG AU 1S bt 58 AL Aol

1209, o1k A
S7HE9] 50%E S A QUL R B, At S 7R 9
3 27h82 wodsh ARl A7) Z7180] ARHE 2361 elsk
& A90] Z7heae] Fjolo] SONE S04} 2010 HolS4
th o] ©119] Al o] 1L Table 20]ck

AP 7RVl 22 0 = Hkdsfof st BV A dE S
AH)Z} E7FX]4>(consumer price index, CPI)&2 & Z1Q1%] o7&
7}A)4>(medicare economic index, MEI) = & Z1#| &
S, 71EH 02 1% (Al ao] )= ke A2 Bk

Canada model Determinants

Fee adjustment model

a e=ath(CPl) CPlor MEI Non-negotiation factors of increased health price
MEI: determining proxy and weight of components according to CPlor MEI
the classification of institutions a=0.01,b=0250r0.33
Negotiation of a, b
m  The lower threshold of volume change ~ Selecting non-negotiation factors Non-negotiation factors of increased volume
Growth rate of insured population
Better insurance coverage
Per capita income
The proportion of population aged 65 and over
h  The upper threshold of volume change ~ Weight for the classification of institutions Negotiation factors of provider and consumer
The level of acceptable induced factor The number of institutions (physicians)
Consumer induced demand
¢ Feereduction rate at pi<h Negotiation c=0.150r0.25
d  Feereductionrate atpr>h Negotiation d=0850r0.75
Ot Actual value in previous year Q1
CPI, consumer price index; MEI, medicare economic index.
Table 2. 7 fee adjustment models
Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7
a CPI CPI CPI CPI MEI MEI ME
a 0.01 0.01 0.01 0.01 0.01 0.01 0.01
b 0.75 0.75 09 0.75 0.75 0.75 09
c 0.15 0.25 0.15 0.15 0.15 0.25 0.15
d 0.85 0.75 0.85 0.85 0.85 0.75 0.85
The upper limit of expenditure 0.1

CPI, consumer price index; MEI, medicare economic index.
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Table 3. Conversion factors & estimated conversion factors of 7 models, 2007 to 2011

Estimated conversion factor

Year Conversion factor
Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7
2007 62.1 60.7 60.7 60.7 60.7 60.7 60.7 60.7
2008 62.2 62.7(3.3) 62.9(3.6) 63.0(3.7) 61.9(1.9) 63.6(4.8) 63.8(5.1) 64.0(5.1)
2009 634 64.5(2.8) 64.5(2.5) 65.2(3.5) 62.4(0.8) 66.2(4.1) 66.2(4.1) 67.2(38)
2010 64.7 64.1(-06) 63.8(-1.0) 65.0(-0.2) 62.0(-0.6) 65.5(-1.1) 65.2(-1.1) 66.7 (-1.5)
2011 65.6 66.6(3.9) 66.6(4.3) 67.8(4.3) 64.4(3.9) 68.2(4.2) 68.2(4.2) 69.8(4.6)
Table 4. Conversion factors & estimated conversion factors of 7 models by the classification of institutions
) Estimated conversion factor
Year Conversion factor
Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7
Tertiary care hospital 2007 62.1 62.1 62.1 62.1 62.1 62.1 62.1 62.1
2008 62.2 62.7 62.9 63.0 619 63.3 63.5 63.7
2009 634 625 62.1 63.2 624 64.5 64.1 655
2010 64.3 59.2 579 60.1 62.0 60.5 59.2 61.7
2011 64.9 615 60.4 62.7 64.4 63.1 62.0 64.6
General hospital 2007 62.1 62.1 62.1 62.1 62.1 62.1 62.1 62.1
2008 62.2 62.5 62.5 62.7 619 63.0 63.0 634
2009 634 62.8 62.2 634 624 64.7 64.2 65.8
2010 64.3 63.3 62.6 64.3 62.0 64.8 64.1 66.1
2011 64.9 65.7 65.2 67.0 64.4 67.4 66.9 69.1
Hospital 2007 62.1 62.1 62.1 62.1 62.1 62.1 62.1 62.1
2008 62.2 61.7 61.2 62.0 61.9 62.3 61.8 62.6
2009 634 639 63.0 64.6 62.4 66.1 65.1 67.2
2010 64.3 61.3 594 62.2 62.0 62.8 60.9 64.0
2011 64.9 63.2 61.3 64.4 64.4 64.9 63.0 66.5
Clinic 2007 62.1 62.1 62.1 62.1 62.1 62.1 62.1 62.1
2008 62.1 63.1 635 63.3 619 64.5 64.9 65.0
2009 634 65.9 66.4 66.6 624 67.1 67.6 68.1
2010 65.3 67.1 67.4 68.1 62.0 68.3 68.6 69.6
2011 66.6 69.8 705 7.2 64.4 715 721 731
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