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<Abstract>

Impact of the Purchasing Price Reimbursement System
for Insurance Drugs upon the Health Insurer’s Financial Situation

Hyoung-Sun Jeong”, Bui Kyung Lee’, Bun Jung Kim', Gun-Chun Ryu’, Yang Min Song
Department of Health Administration, College of Health Sciences, Yonsei University,
Korean Institute of Health and Social Affairs’

The objective of this paper is to examine what impact the newly introduced
Purchasing Price Reimbursement System, where insurance drugs are reimbursed at the
prices as they were purchased by medical care providers under the maximum allowable
cap, has upon the health insurer's financing situation. The impact of the Purchasing
Price Reimbursement System is considered to be confined mainly to the inpatient
department among three drug reimbursement fields such as inpatient department,
out-patient department and pharmacy. Hypothesis was set and tested in this study for
each of three components of inpatient drug reimbursement in health insurance, ie
average price level, composition of drugs and their overall volume. _

Drug price level calculated in this study from 403 selected reimbursement drugs
according to the Laspayres methodology revealed faster decline under the new
Purchasing Price Reimbursement System than previously by 1.53% on the annuél average
basis. However, additional 1.4 percent financial burden in the ratio of the total inpatient
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reimbursement was owed by the health insurer. This was analysed to be a combined
result of both 2.0-3.1 percent of reduced reimbursement due to drug price decline and
34-45 percent of additional reimbursement due to drug volume increase. These results
suggest that recalling the Purchasing Price Reimbursement System would not have so
much impact upon the health insurer’s financial situation given that the current
compulsory sepafation between doctor's prescribing and pharmacist’'s dispensing is

Irrevocable.

Key Words - Purchasing Price Reimbursement System, Average Price Level, Composition
of Drugs, Volume o Drugs
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