AR AT A AIFALE
Korean J. of Health Policy & Administration
Vol.3, No.1, 84-101, June 1993

JERYF7 ZAE A% EYAL Ao A

AAS et o eleny
HEs - x2¥
AANET LA v AP
ol & &

< Abstract>

The Development of the Composite Index as
a method of rate adjustment

Hanjoong Kim, Woohyun Cho
Department of Preventive Medicine and Public Health,
College of Medicine, Yonset Untversity

Heajong Lee
Department of Public Health Administration,
College of Health Science, Yonsei University

The current method of rate adjustment is based on the evaluation of the financial performance
of hospitals. The method has the disadvantages such as too complicated, expensive process as
well as low reliability due to small sample size. This study, therefore, develops a new model for
the rate adjustment with the use of the composite index. In addition to that, it examines the validi-
ty of the model by comparing the result of the new method with that of the conventional method.

The idea of the new model comes from the Medicare Economic Index(MEI) on which physician

fees for the Medicare patients are adjusted periodically in the United States.

Medical costs are classified into three groups . labor costs, materials and other expenses. Labor
costs are subdivided into physicians and other personnels. Materials are subdivided into drugs and

others. Other expenses are subdivided into 5 items.
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Macro economic indices are selected for each cost item in order to reflect the cost inflation dur-
ing the specific period. Then the composite index which integrate all items according to the ratio
of each item in the total costs is calculated.

The result from the application of empirical data to the new model is very similar to that of the
current method. Furthermore, this method is very simple and also to easy to get social concensus.
This model can be replaced the current method based on the analysis of the financial perform-
ance for the adjustment of medical fees.

Key words . Health Insurance, Rate Adjustment, Composite Index.
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