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FOREWORD 

In October 1979, the ~dministrator of the Agency for 
International Development initiated an Agency-wide ex-post 
evaluation system focusing on the impact of AID-funded 
projects. These impact evaluations are concentrated in 
particular substantive areas as determined by AID'S most senior 
executives. The evaluations are to be performed largely by 
Agency personnel and result in a series of studies which, by 
virtue of their comparability in scope, will ensure cumulative 
findings of use to the Agency and the larger development 
community. This study of the impact of the Health Demonstration 
Project in Korea was conducted in July and August, 1981, as part 
of this effort. A final evaluation report will summarize and 
analyze the results of all the studies in this sector, and relate 
them to program, policy, and design requirements. 



SUMMARY 

In 1976, the Government of Korea and the U.S. Government 
signed a loan agreement (1) to establish the capability within 
the government of Korea to plan, conduct, and evaluate iow-cost, 
integrated health delivery projects directed primarily toward 
low-income families and (2) to successfully demonstrate at least 
one multi-qun (county) low-cost integrated health delivery system 
that is replicable in other parts of Korea. Upon this agreement 
a semi-autonomous organization was created called the Korean 
Health Development Institute (KHDI) and given the responsibility 
for designing, implementing, and evaluating three primary health 
care projects at the local government level (gun). It proposed 
the introduction of a new cadre of health personnel called the 
Community Health Practitioner (CHP) and expansion of the profes- 
sional capabilities of an existing single-purpose cadre of per- 
sonnel, the Community Health Aide (CHA). Both cadres would work 
as a team through a village volunteer called a Village Health 
Aide (VHA) to increase community involvement in improving its own 
health. These common elements of a rural health delivery system 
were tested in each demonstration site in conjunction with two 
separate experiments to test the feasibility of alternative 
financing mechanisms - via a community cooperative and a pre- 
existing local health insurance program. 

This project was developed and implemented outside the 
existing line ministerial structure through the Korean Health 
Development Institute, KHDI. However, in order to obtain the 
necessary cooperation with the several governmental and private 
organizational entities with interest and jurisdiction, a Na- 
tional Health Council was created to coordinate the interests of 
these various parties to implement successfully the demonstration 
delivery systems in Hongcheon, Okgu, and Gunee Guns. 

By 1977, these three test projects had started to provide 
health services in rural areas. Considerable progress had been 
made by 1978 to improve access to health care services and to 
increase the use of the new health providers working in the rural 
areas. The average cost per curative visit at the most periph- 
eral health unit was $1.90. At the same time, it was found that 
physician market share in those areas had declined by about 40-50 
percent. Shortly thereafter, the Korean Medical Association 
pointed out to the Ministry of Health and Social Welf~re that the 
Village Health Aide and the Community Health Aide were providing 
simple curat've services which were outside the scope of their 
legal license to practice. 

During the period from 1978 to the end of i980, several 
other important events occurred. As a consequence of Ministry of 
Health initiatives during the mid-1970s, the number of medical 
school graduates had doubled to the point where the military 



could not absorb all of them upon graduation. A three-year 
alternative rural service commitment was developed and financed 
by the military. Second, the scope of medical practice by the 
CHP, the backbone of the newly devised health care system, was 
considerably restricted on quality of care grounds. Third, after 
experimenting with the health insurance program in Okgu, the 
government decided to launch a more comprehensive health insur- 
ance experiment throughout these three demonstration areas which 
was consistent with the legislatively mandated class I1 insurance 
program. One important provision of this experiment was that 
certain approved private physicians in each area as well as CHPs 
could be reimbursed for patient visits by the insurance program. 

As a consequence of these changes and the continued increase 
of per capita incomes, the early success achieved by the demon- 
stration area health care systems had been seriously eroded. 
Little community involvement activities continued. Utilization 
2ell markedly, and the cost per curative visit at the peripheral 
units had increased to nearly $3.00 which implies that the system 
was no longer financially sustainable at current levels of sup- 
port . 

Developing a new institutional mechanism for designing, 
implementing and evaluating a potentially new national health 
care system is a risky endeavor. When the Ministry of Health 
viewed the fledgling system as potentially competitive, it sup- 
ported the political efforts of physicians to circumscribe the 
paraprofessional's scope of medical practice. As of August 1981, 
the KHDI was subsumed into a newly constituted body, the Korean 
Institut~ for Population and Health (KIPH). None of tne senior 
officials of the new institute were from KHDI and the scope of 
health work for the new institute was not clarified. 

While access to curative medical care initially increased in 
the three demonstration areas, utilization rates at the KHDI 
developed rural facilrties declined, first, due to the circum- 
scription of paraprofessional medical practice, and then due to 
the increased supply of alternative service physicians, and, in 
July 1981, class I1 insurance. The new insurance program was 
also associated with a further upswing of physician workloads and 
little activity was observed at the facilities operated by 
CHPs. The people in rural areas were also not pleased with the 
thought of paying compulsory health insurance premiums which de 
facto raised, local taxes by over 50 percent. A low premium com- 
pliance rate was observed. 



PREFACE 

Governments increasingly recognize that traditional Western- 
oriented medical systems which arc dominated by physicians and 
oriented to the use of hospital-based care and sophisticated 
technology do not meet the health care needs of the majority of 
their populations. Many countries are exploring alternative 
methods to overcome this problem. Korea represents one country 
which has been searching for alternative mechanisms for deliver- 
ing health care to rural areas. 

In 1976 the Government of Korea signed a loan agreement for 
$5 million with the U.S. Government to establish the Korean 
Health Development Institute (KHDI). KHDI was given the respon- 
sibility for implementing and evaluating three ulow-cost~~ primary 
health care demonstration projects at the local government gun 
level. It proposed to introduce a new paraprofessional cadre of 
personnel called the Community Health Practitioner (CHP), and 
improve the professiorial capability of an existing cadre, the 
Community Health Aide (CHA). Both cadres would work as a team 
through a village volunteer called a Village Health Aide (VHA) to 
increase community involvement in improving their health. 

In July and August 1981, an impact evaluation team visited 
the three demonstration guns. The team visited five health 
centers and many rural health posts, and interviewed government 
officials, health care providers, and a number of health care 
consumers. The evaluation team consisted of two AID staff 
members--an econamist and a public health specialist--a Korean 
health sociologist and a Korean anthropologist. This report 
contains collective views of the evaluation team. 

The team wishes to thank the staff of the Korean Institute 
for Population and Health (KIPH) who took time from their busy 
schedules to arrange appointments, collect and translate docu- 
ments, meet with the team, and contribute to the team's knowledge 
and understanding of the project. Special appreciation is given 
to Kil-Byong Yoone, Soo-Suk Yang, Yung Ha Cho, and Doug Hyun 
Chang of XIPH who assisted the team in the demonstration guns. 
We also want to specially acknowledge Dr. Sung Woo Lee of the 
Ministry of Health and Social Affairs for his penetrating com- 
ments and constructive criticism as we tested our conclusions. 
We are grateful to Dr. Ha-Cheong Yeon of the Korea Development 
Institute, whose book, Primary Health Care in Korea, provided 
valuable background information for our study. We also appreci- 
ate his insightful commet~ts about the rural health care delivery 
system. His coll.eague, Dr. Chong Kes Park, was very helpful to 
the team in a sirtilar way. 



The team is also pleased to acknowledge the county chiefs 
who received them with great hospitality and officials of the 
insurance cooperative who provided invaluable help in understand- 
ing the financing of health care in rural areas. The team is 
especially grateful to the many health care providers working in 
the demonstration and control areas who took the time to speak 
frankly with us. In addition, the team extends its appreciation 
to the Korean men and women who are the recipients of health care 
in the rural areas. These men and women took valuable time from 
their farming responsibilities to speak with the team members. 

Finally, the authors acknowledge the many thoughtful com- 
ments made by their colleagues on earlier drafts of this 
report. Especially helpful comments were obtained from Robert 
Berg (AID), Abby Bloom (AID), Richard Blue (AID), Day1 Donaldson 
(Independent Consultant), K. Celeste Gaspari (University of 
Vermont), Molly Hageboeck (AID), Maureen Lewis (AID), Theresa 
Lukas (AID), Afsaneh Meshayecki (World Bank), Jeremiah Norris 
(Battelle Memorial Institute), and Jack Royer (AID). 

Special thanks is given to Mrs. Yun-Hi Cho who typed the 
evaluation report and to the U.S. Embassy and the staff of the 
Residual AID Affairs Office who provided logistical support. 



GLOSSARY OF TERMS 

AID Agency for International Development 

Ban Subdivision of Ri 

BCG Immunization for Tuberculosis (Bacillus Calmette-Guerin) 

CD Community Development 

CHA Community Health Aide 

CHC Community Health Center 

CHP Community Health Practitioner 

CP Community Physician 

EPB Economic Planning Board 

Eup The administration unit which is equivalent to a myon but 
with more population than a myon 

Gun The administrative unit between do (province) and myon or 
eup, equivalent to a county 

HC Health Center 

KIPA Korea Institute for Population and Health 

KDI Korea Development Institute 

KHDI Korea Health Development Institute 

KIFP Korea Institute for Family Planning 

Maul-Geon-Gang-Saup The Korean phrase for "community health 
projecttt 

MCH Maternal and Child Health 

MIS Management Information System 

MHA Ministry of Home Affairs 

MOHSA Ministry of Health and Social Affairs 

Myon The administrative unit which consists of several ris, 
equivalent to a township of 10,000-15,000 people 

Sub-Myon 3,000-5,000 people 



NHS National Health Secretariat 

PHC Primary Health Care 

PHP Primary Health Post 

PHU Primary Health Unit 

Ri The lowest administrative unit, which consists of several 
villages of 500-1,000 inhabitants 

ROKG Government of the Republic of Korea 

Saemaul Undong New village movement 

VHA Village Health Agent 

VHC Village Health Communicator 

Won ( J d )  Unit of Republic of Korea Currency (1981 U.S. 
$1.00=jV676) 

WHO World Health Organization 
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PROJECT DATA SHEET 

1. Country: Korea 

2. project Title: Korea Health Demonstration Project 

3. AID Project Number: DCL/P 2093 

4. AID Loan Number: 489-U-092 

5. Mode of Implementation: 

a. Project agreement between U.S. AID and the Government of 
the Republic of Korea. 

b. The project was implemented by the Korea Health Develop- 
ment Institute. 

6. Project Funding: AID Total: $5.0 million 
Korean Contribution: $1.667 million 
Total Project Costs: $6.667 million 

7. Terms: 

This loan shall be repaid by the Borrower within forty (40) 
years after the date of the first disbursement. Thereunder 
including a grace period of not to exceed ten (10) years 
from the date of first disbursement. Interest rate of 2 
percent per annum for 10 years after the first disbursement 
and at a rate of 3% per annum thereafter. 

8. Terminal Date for Disbursement: December 31, 1980. 

9. Purpose: 

(1) To establish the capability within the Government of 
Korea to plan, conduct, and evaluate low-cost, integrated 
health delivery projects directed primarily toward low- 
income families; and (2) to successfully demonstrate at 
least one multi-gun low-cost integrated health delivery 
system that is replicable in other parts of Korea. 

10. Accomplishments: 

A program was developed to train, retrain, and utilize three 
physician extender cadres: (a) Community Health Practi- 
tioners (CHP) , (b) Community Health Aides (CHA) , and (c) 
Village Health Aides (VHA) in three integrated primary 
health care demonstration systems in rural Korea. 
~112,536,000 was expended to refurnish or build health 
facilities in the demonstration areas. 



11. Evaluation: 

A joint AID/Goverment of Korea mid-project evaluation was 
conducted in July 1978 and the end-of-project evaluation was 
conducted in September 1980. The Government of Korea, via 
the Korea Health Development Institute, also conducted its 
own evaluative research on the design and implementation of 
this health intervention throughout the life of the project. 
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I. PROJECT SETTING 

A. Historical Backqround 

Shortly after the bellwether political elections of 1971 in 
Korea, in which Przsident Park only narrowly won because of 
greatly reduced political support from rural areas, a number of 
policy changes were enacted to redress the growing imbalance 
between rural and urban incomes which had widened during the 
rapid economic growth of over 10 percent per year during the 
1960s. The Sae-maul (New Village) Movement was initiated in 
rural areas to improve the rural-urban income balance. Further, 
agricultural price policy was changed at that time with the 
government rice procurement price being raised significantly to 
improve agricultural incomes. 

Other manifestations of this concern for social and human 
welfare include the enactment of social security and related 
legislation which included medical insurance for the poor. In 
addition, a number of surveys and studies such as the 1973 Na- 
tional Sickness and Injury Survey and 1973 survey of the living 
conditions (of poor households) conducted by MOHSA, were launched 
during the same period to provide further understanding of the 
social implications of such rapid economic change. 

Finally, President Park emphasized in a statement at that 
time Itthe importance of expanding the accessibility of health 
care service to the poor, by stating that health care is the 
fourth ba c necessity of life along with food, clothing, and 
shelter. In 1973, at a Western donor's meeting in Paris, the 
Government of Korea made an initial plea for resources to expand 
the provincial hospital system. As an alternative, the donor 
community suggested that the government devise ways of providing 
"low-cost" health services in rural areas. In 1974, AID was 
asked to provide the Government of Korea with the assistance 
necessary to (1) analyze the health delivery systems in Korea and 
(2) design and cost two or three field experiments to deliver 
health care services to the urban- and rural-based poor. If 
these experiments were found to improve the efficiency of 
delivering health care services, replication in other areas of 
the country could proceed. 

U ~ h o n g  Kee Park, "The Organization, Financing, and Cost of 
Health Care ," in Chong ~ e e  Park, ed., Human Resources and 
Social Development in Korea, Essays on the Korean Economy, 
Vol. 4, (Seoul, Korea; Korea Development Institute, 1980), 
pp. 97-98. 



B. Health Status and Health Care Delivery 

In 1973, just prior to the initiation of the health project, 
health status indicators in Korea were relatively favorable in 
comparison with those for other Asian countries. Life expectancy 
was 68 years, second only to that in Japan. Infant mortality was 
also low (38 per 1000) and dropping, and the crude birth and 
death rates were low and declining. Thus, population growth was 
falling from over 3.0 percent per year before 1960, to 2.2 per- 
cent in 1971, and 1.6 percent by 1981. Finally, in 1973 the 
available epidemiological data indicated that there was a disease 
pattern change underway which was consistent with the demographic 
changes being reported, e.g., more digestive and respiratory 
problems, accidents, cancer, and heart disease, rather than the 
many infective and parasitic diseases common in poor countries. 

In 1973, the health care delivery system was basically a 
private sector, doctor oriented, solo practice, fee for service 
system. Approximately 85 percent of health expenditures were 
direct fee for service with the central and county governments 
providing the remainder of the costs. Pharmaceuticals could be 
obtained without a prescription and pharmacies were the locus of 
over 70 percent of initial contacts with the health care system. 
Traditional practitioners--midwives, herbal doctors, traditional 
medicine dealers, and shamans--provided numerous health care 
services, particularly in rural areas and for specific reasons, 
and many herbal medicines are used for their health maintenance 
properties. 

Preventive health services had traditionally been provided 
by the local county governments, initially through county Health 
Centers and subsequently, through single-purpose township-based 
health workers who focused their individual attention on either 
tuberculosis control, family planning, or maternal and child 
health services. As of 1981 there were three such workers as- 
signed to each myon (township) in the country. (See Appendix B, 
Organization of Health Care Delivery in Rural Korea, for addi- 
tional information about the general situation as well as the 
specific details about the three demonstration sites.) 

THE PROJECT 

A. Design and Implementation 

AID initiated project activity in 1974 by commissioning a 
number of preproject studies to address two key questions: (1) 
what was the appropriate low-cost health care technology to 
implement, and (2) how to implement the agreed-upon tecnnology, 



i.e., through what governmental mechanism(s) can such a technol- 
ogy be implemented, given the institutional and political charac- 
teristics of the government? These surveys, and a capstone study 
by Family Health Care, Inc., in June 1974 ("Steps Toward a Na- 
tional Health Strategy for Korea"), led to a joint determination 
that the Government of Korea needed to develop a national health 
program which would extend health services to those rural and 
urban citizens who were excluded from the system as a result of 
the pervasive maldistribution of health facilities and providers 
to rural areas. For example, at that time private hospital beds 
represented 73 percent of all hospital beds available in the 
nation. Half of all hospital beds were located in Seoul and 
Busan. In 1974, these two cities with 24 percent of the popula- 
tion had 46 percent of all physicians and 53 percent of all 
pharmacists. The government allocated a very small share of its 
resources to health service delivery and only 2.8 percent of GNP 
was so focused. 

The analysis conducted in 1974 did not recommend a single 
"low cost" health care delivery technology. Rathez, it 
recommended that several alternative designs be tested which had 
several common elements. These common elements included: 

-- Providing basic preventive and therapeutic services to 
at least two-thirds of the target rural population 

-- Training and deploying two new types of community health 
workers, i.e., the Community Health Practitioner (CHP) 
and the Village Health Aid (VHA), to provide the ser- 
vices defined above 

-- Developing and strengthening mechanisms for community 
involvement within each local administrative unit 

It was agreed upon that these common elements could be 
tested in three demonstration sites throughout the country. (See 
the map of Korea for the location of the sites.) In each site, 
other health care technology experiments were also tested. In 
Hongcheon, an experiment was developed to determine the feasibi- 
lity of using a community cooperative to (1) assist in the finan- 
cing of certain health care services and (2) reinforce the pre- 
ventive work of the village health aid. In Gunee, the program 
was initially designed to emphasize the delivery of maternal and 
child health services. In Okgu there had been a history of 
health insurance activity. Further experimentation with its use 
as a possible financing mechanism was viewed with interest, since 
little experience was available in Korea at that time about how 
to solve the rural health care financing problem. Finally, Okgu 
was considered an important test site, since it was located close 
to two medium-size cities where health care services were readily 
available. 



With respect to project implementation, a number of issues 
had to be addressed. First, at least three implementation min- 
istries (the Ministry of Health and Social Affairs, the Ministry 
of Education, and the Ministry cf Home Affairs) had partial 
jurisdiction over various components of the design activity. 
Second, the Economic Planning Board, through which all AID proj- 
ects were channelled to the various implementation ministries, 
had made a commitment to the Ministry of Health and Social Af- 
fairs to ensure their control over the implementation of this 
activity. 

The AID project designers were wary of housing this project 
in the Health Ministry for several reasons. In particular, they 
were concerned that other Ministry priorities, such as the expan- 
sion of the supply of physicians via new medical schools and 
enlarging class size in all existing schools, would be inconsist- 
ent with the envisioned PHC activity or that it would receive a 
low priority and perhaps actually be subverted. In addition, 
several medical schools had already implemented "PHC" programs in 
rural areas primarily to provide educational experience for their 
medical students and sites for epidemiological research rather 
than experimenting with providing services via alternative de- 
livery personnel.J Finally, the design team was aware of the 
generally low status of the Miilistry and its basic inability to 
develop and implement a quasi-social experiment and conduct unbi- 
ased monitoring and operational research on its progress. At 
that time many on the design team were aware of how an earlier 
health planning project awarded to Westinghouse had been coopted 
by the Ministry and, as a consequence, never became truly func- 
tional. 

The design team also was aware that the Ministry of Home 
Affairs, which is the primary source of revenue for local govern- 
ment activities, did not have the technical capability to design 
and implement such initiatives, even though it would be involved 
,in future funding decisions to sustain these programs, assuming 
that some governmental support was required. 

Finally, the design team found that the Economic Planning 
Board had earlier established an external quasi-government re- 
search institute for the purpose of improving the economic plan- 
ning and analytical capabilities of the government. This organi- 
zation, the Korean Development Institute (KDI), was legally 
constituted and given a broad research and analytical mandate, 
with its work being directed at senior government policymakers in 
the area of economics and development. The design team quickly 

g 1 n  1973, there were at least three such programs, one in the 
south, one northwest of Seoul and one in the area surrounding 
Chungcheon in the northeast. 



found this analogy appealing as the way to obtain implementation 
flexibility, research independence, and high-level visibility for 
primary health care activities. The project design envisioned 
that a senior level coordinating board was necessary to elicit 
cooperation from the various national ministries which had some 
implementation jurisdiction, for example, Health and Social Wel- 
fare, Home Affairs, and Education, and the participation of local 
governments (counties or guns), medical schools, and the Economic 
Planning Board. Thus, a National Health Council was established 
to perform this coordination function. The analytical capabili- 
tiss of the KDI was also viewed as essential to maintaining inde- 
pendence of the evaluation and research activities and guarantee- 
ing the quality of its work. It was not feasible to develop a 
separate health group within KDI, so the team proposed the crea- 
tion of an independent but "sister" type of institution through 
which the zxperimental projects could be implemented and evalu- 
ated, with the necessary cooperation and assistance of all inter- 
ested parties represented on the National Health Council. This 
implementation organization became the Korea Health Development 
Institute (KHDI) . 

BY September 1976, the three demonstration sites had been 
chosen after a thorough review and discussion of their characte- 
ristics in comparison with 13 other sites. In early 1977, KHDI 
had formulated the provincial- and gun-level rules and regula- 
tions for the demonstration Community Health Projects (Maul-Geon- 
Gang-Saup) and had begun to develop the two common elements of 
the envisioned health programs in the three areas, i.e., the 
training and use of two paraprofessional manpower cadres and the 
development and support of local community involvement in the 
health project. It was envisioned that these local committees 
established at the myon or subcounty level would (a) define 
health problems, (b) provide guidance about how to resolve these 
problems with their own or outside resources, and (c) speak with 
higher level government officials about ways to solve the iden- 
tified problems. 

B. Intervening Variables and the Policy Context 

Before, during, and subsequent to the project design and 
implementation in 1977, a number of political, economic, and 
policy changes occurred which have affected the long-run impact 
of the demonstration project. In the impact section of the 
paper, the relative importance of each of these factors is asses- 
sed. The purpose of this present discussion is to provide a more 
complete description of the project context, particularly with 
respect to policy changes affecting the development of health 
care delivery in rural areas of Korea. 



First, in 1971, the legislature enacted a medical assistance 
program (called medicaid) for the poor and other low income per- 
sons. By 1981, this program had expanded greatly. In one demon- 
stration county, Gunee, medicaid benfeficiaries comprised over 50 
percent of total patients seen at project clinics. 

Second, in 1977, the government began implementing the 1976 
amended Medical Insurance Law of 1963. The revised law of 1976 
established a two-part medical insucance program. The first part 
(class I) was for workers (and their dependents) of large employ- 
ers (defined in 1981 as having 100 or more workers). The second 
part (class 11) was originally designed as a voluntary community- 
based insurance plan for the self-employed, e.g., farmers, and 
other small employers. The class I insurance program was made 
compulsory from the outset and was administered by health insur- 
ance associations. Class I1 on the other hand has just been made 
compulsory as of July 1, 1981 and is administered by the local 
county governments. (See Appendix C for more details.) The 
impact of compulsory class I1 health insurance in the rural areas 
is discussed at length in Section C-3 of this report. Its design 
is in part based on the experience gained in the demonstration 
areas of Okgu and Hongcheon. 

Third, after having enacted the legislation to establish the 
paraprofessional personnel cadres necessary to implement the 
community health demonstration project, the government in 1979, 
under pressure from the Korean Medical Association began to 
restrict the scope of curative medical practice of the parapro- 
fessional personnel. In that year, the CHAs and VHWs were 
restcicted after the Korean Medical Association (KMA) informed 
the government that these personnel cadres were providing basic 
curative medical care service--dispensing simple drugs such as 
aspirin, and, in the case of CHAs, giving immunization injec- 
tions--in violation of the medical practice laws of Korea. In 
summer 1980, following a final AID program evaluation recommenda- 
tion, the CHP1s practice was restricted. They could not use 
certain antibiotics, the available formulary was cut, and they 
could not provide injections without a physician's direct super- 
vision. 

Fourth, in 1979, the Ministry of Defense permitted medical 
school graduates to sign up for "alternative service" for three 
years in "underserved" rural areas instead of being inducted into 
the military. However, the supply of physicians to rural areas, 
including the demonstration counties, increased only in early 
1981. The Ministry of Defense policy was introduced primarily 
because the number of medical schools and medical school class 
size have increased very rapidly in recent years from 1,400 
graduates per year in 1974 to over 2,500 graduates per year in 
1981, which is more than the military could effectively use. 



It is also important to point out that those physicians who 
opt for alternative service have about 85 percent of their wages 
covered by the military during that period. Further, during 
their period of service their wages are about 67 percent as much 
as an average paid CHP whose salary is paid' fully from the health 
budget of the county government. 

Fifth, throughout Korea, local and central government taxes 
have increased dramatically since 1976, though not as a propor- 
tion of GNP. Local taxes on a per-household basis in three 
demonstration counties has increased by about 25 percent in real 
terms from 1976 to 1978 and has increased further since then. 
The central government announced on July 27, 1981, the introduc- 
tion of an education tax comprised of a series of surtaxes on 
real estate sales, arettes, liquor, and interest and dividend 
and dividend income. As of July 1, 1981, the county 
governments must collect "compulsory" class I1 health insurance 
premiums from rural households, which, if collected, will more 
than double present annual average household tax payments. 

The tax increases including the health insurance premium 
proposal must be placed in the larger economic context. Because 
of the international recession of 1979-1980, poor weather which 
reduced rice production, and overexpansion of government invest- 
ment in heavy industry and other government expansionistic eco- 
nomic policies, the Korean economy in 1980 suffered its first 
recession since the 1950s. The nearly 6 percent drop in real GNP 
in 1980 from the previous year was a significant psychological 
shock to m?ny Koreans, particularly after nearly 20 years of 
unpreceden'sd economic expansion. This income drop was felt 
particularly by rice farmers whose incomes fell the most even 
after support prices rose to partially dampen the impact of poor 
yields. The general rate of inflation also increased in 1980 in 
large part due to government deficit financing on the agricul- 
tural support program. 

Sixth, in late 1979, President Park was assassinated. A new 
president, President Chun Doo Hwan has consolidated power and 
reenforced the late president's pledge to health, welfare, and 
social progress. He has emphasized health care delivery, nutri- 
tion, and education as priority program areas. How the country 
addresses its economic recovery from the 1980 recession will 
determine how forcefully the present government can address its 
social priorities, including health. However, as mentioned 
above, it has begun to implement class I1 health insurance. In 
addition, as of September 1, 1981, it announced a major policy 
affecting the delivery of medical care services. Since that 
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date, only pharmacists can fill prescriptions written by physici- 
ans and physicians can only prescribe, not fill prescriptions. 
Nearly 70 percent of all initial health provider contacts are 
with pharmacists, who make de Eacto medical diagnoses. To suc- 
cessfully implement this policy change, a considerable reordering 
of consumer and provider patterns of health careaeeking behavior 
is implied. 

C. Project Summary 

In September 1975, after approximately one and ono-half 
years of design work, the Government of Korea and the United 
States signed a loan agreement for $5 million to (1) establish 
the capability within the Government of Korea to plan, conduct, 
and evaluate low-cost integrated health delivery projects direc- 
ted primarily toward low-income families and (2) successfully 
demonstrate at least one multi-qun low-cost integrated health 
delivery system that is replicable in other parts of Korea. 
KHDI, a semi-autonomous organization, patterned in part after the 
Korean Development Institute (KDI), was established to design and 
implement a health care delivery system capable of extending 
service more broadly throughout the population by using parapro- 
fessional personnel and more actively engaging the community in 
the design and implementation of the endeavor. In order to 
obtain the necessary cooperation from the many private and gov- 
ernmental organizations with some jurisdiction in the implementa- 
tion of this activity, a senior level coordination board, called 
the National Health Council, was established. Further, a small 
professional staff of two or three persons seconded from other 
organizations, was pulled together into a National Health Secre- 
tariat to conduct macro-planning and evaluation of the project. 

KHDI obtained the necessary agreements from three counties,- 
-Hongcheon, Okgu, and Gunee-to establish the envisioned pro- 
grams. The institute developed a curriculun. and trained commu- 
nity health practitioners (CHPs) and Village Health Workers 
(VHWs), and upgraded the training of the Community Health Aides 
(CHAs). They placed them in the various guns and provided them 
with support systems, including drugs and supplied logistics and 
supervision. They fostered the establishment of local community 
health committees as the primary vehicle for increasing community 
participation/involvement in decisionmaking and increasing use 
patterns. They experimented with two ways to help finance the 
health care delivery system via a preexisting rural cooperative 
program in Hongcheon, and via a private health insurance program 
in existence in Okgu. They also made a special effort to 
strengthen the MCH program in Gunee. 

About eight months after the project's termination in Decem- 
ber 1980, a four-person impact evaluation team analyzed the 
project's impact, in liqht of the intervening policy variables 



and larger context, with respect to its two objectives of (1) 
institution building for the purpose of establishing a government 
capability to plan, conduct, and evaluate low-cost integrated 
health care delivery projects, and (2) demonstrating the success- 
ful implementation of at least one multiyear, low-cost, inte- 
grated heaLth delivery system, potentially replicable to other 
low-income areas in the country. The analysis of this impact 
evaluation is presented in Section 111. 

111. PROJECT IMPACT 

A. Institution Buildinq 

The Korean Health Development Institute was established by 
law as a semi-autonomous institute under the Ministry of Health 
and Social Affairs. KHDI's functions included: 

-- Health policy analysis, planing, and research for the 
government -- Support for the implementation of a national health care 
system, particularly through strengthening managerial 
skills -- Curriculum development and teacher training for health 
worker training programs 

In order to carry out its mandate, KHDI recruited a staff of 
30 health professionals. The KHDI staff successfully designed 
baseline data surveys and an evaluation plan against which to 
evaluate the project. In addition, it has conducted operational 
research on access, utilization, and consumer satisfaction. Much 
of this research has been conducted on the basis of a management 
information system developed and implemented for managerial and 
program evaluation purposes. The system is designed to continu- 
ously obtain a limited set of predetermined key data elements in 
order to measure health system performance, particularly with 
respect to infant health care, maternal care, family planning, 
and tuberculosis control. 

KHDI was able to obtain the cooperation of three counties to 
establish the demonstration health care delivery systems utili- 
zing paraprofessional providers and involving the community in 
health decisions. However, the overall organization of the 
health care system remains unchanged. The semi-autonomous nature 
of KHDI created problems of authority and responsibility. Health 
Center Directors and gun chiefs believed themselves to be 
responsible for health programs while KHDI was charged with 
implementing the new system. Local government personnel classi- 
fications and regulations made it impossible for KHDI to hire 
qualified health educators and sanitarians who had the necessary 
training and experience to develop and implement community health 



education and environmental programs. Conflict within the system 
as to spheres of authority created delays in implementation and 
reluctance to accept the KHDI mode. 

KHDI was more successful in its manpower training activ- 
ities. It developed training curriculae for CHPs, CHAs, and 
VHWs, including retraining and refresher courses. The government 
(the Ministry) has asked KHDI to train medical school staff who 
would be responsible for CHP training in tae future. The CHA 
retraining program designed to upgrade them to multipurpose work- 
ers has been institutionalized into the initial CHA training 
program and all currently employed CHAs are receiving a two-week 
retraining course. The government also intends to use the 
embodied training expertise to provide technical assistance for 
MCH worker training programs. 

However, in 1979, the Korea Medical Association protested 
that CHAs were operating in violation of Korean medical laws by 
providing curative care. As a consequence, these functions were 
taken away from them. All CHAs interviewed expressed regret that 
they could no longer provide basic first-aid to villages. 

The 1979 protest by the Korean Medical Association also 
affected the Village Health Worker (VHW) cadre. Prior to 1979, 
in addition to her preventive and promotive activities,the VHW 
dispensed simple drugs for colds, headache, mild diarrhea, and 
provided simple first aid care. Most villagers interviewed in 
Hongcheon believed that since the VHW no longer provided drugs, 
she no longer had a function to perform. The villagers in Gunee 
were unaware of their VHW. One VHW interviewed said she was 
still active, but had received no refresher training since 
1979. The VHWs in Okgu are still active and provide a continuing 
link between the people and the health center. All VHWs inter- 
viewed felt the need for training in health education. Currently 
no VHW training is taking place in any of the guns. 

The government has also circumscribed the role of the CHP by 
enacting the 16w on "Special Measures for Health Services in 
Rural Areas" in January 1981 which limits the training of CHPs to 
24 weeks and sharply curtails their curative role. The govern- 
ment also has not inducted this cadre into the civil service. At 
the same time, it has expanded the training programs for CHPs 
with a goal of training 2,000 additional CHPs between 1981 and 
1984. These actions are clearly inconsistent and reflect the 
internal political situation within the community of health pro- 
viders. 

The KHDI experiment with voluntary health insurance for 
rural health services demonstrated that it was not feasible to 
finance rural health care on this basis. (See pp. 28-32 and 
Appendix C for details.) As of July 1, 1981 the qovernment has 
initiated a compulsory class I1 health insurance scheme in the 



same demonstration areas. Initial examination of this program 
has led the team to believe that this compulsory insurance 
scheme, as it is being implemented, will be equally unsuccessful. 

KHDI was never able to hire full-time professional planners 
or economists to conduct national evaluations or operational 
research. It was only able to obtain, - via the National Health 
Secretariat mechanism, the services of one KDI economist to cond- 
uct the excellent evaluation study, Primary Health Care in 
Korea: An Approach to Evaluation. Thus, the KHDI institution, 
while gathering substantial management and program evaluation 
data from the project sites, never had the manpower necessary to 
impact on government planning for health. It is significant to 
note that this deficiency is recognized by several influential 
governmental officials, but to date the problem has not been 
addressed by the new organization, the Korean Institute for Popu- 
lation and Health (KIPH) . 

On July 1, 1981 KHDI and the Korean Institute for Family 
Planning (KIFP) officially became one organization, the Korean 
Institute for ~opulation and Health (KIPH). Twenty-nine of the 
original KHDI staff remain in the new institute. The original 
KHDI staff believes that this group will have a research and 
evaluation function for the class I1 insurance program in the 
demonstration areas. However, no official request has yet come 
from the Mnistry of Health and Social Welfare. The role the 
remaining KHDI staff will play within the new organization is as 
yet undecided. The recent appointment of Dr. Sung Woo Lee, 
former Senior Researcher for KHDI, as Director General, Health 
Affairs Division of the Ministry of Health and Social Welfare, is 
encouraging, since his division has responsibility for developing 
a national network of health services. However, the failure to 
appoint any former KIPH staff to a directorship of any KHDI divi- 
sion raises speculation about the future role KHDI will play in 
health policymaking. 

B. Chanqes in the Rural Health Care Delivery 2;ystem 

The unequal distribution of Western-oriented medical facili- 
ties and providers, coupled with the high cost of medical care to 
rural populations, led to the development of the Korean Health 
Development project. In order to accomplish the second goal of 
the project, to successfully demonstrate a multi-gun low-cost 
delivery system that is replicable in other parts of Korea, a 
number of changes were introduced into the three demonstration 
health care delivery systems. The changes introduced by the 
project affected three distinct groups: providers, consumers, 
and the Government of Korea. 



1. Providers 

The KHDI model called for training a new type of health 
provider, the physician extender called a Community Health Prac- 
titioner (CHP) . Nurses (who are typically women) were given a 
year's extra training in the provision of curative services to 
people who lived in rural areas. This model also provided for 
retraining existing single-purpose government health workers to 
become multipurpose health workers whose main responsibilities 
lay in the area of preventive and health promotive care. Physi- 
cians were sensitized to the need for this intermediate deliverer 
of health care and trained to supervise the CHP and to accept and 
treat referrals. 

By establishing these new workers in the rural areas of the 
demonstration counties, total utilization of health care provi- 
ders rose. However, in these rural areas, the physicians1 market 
share had declined by 5 percent after two years of program opera- 
tion. During the same period, CHPs acquired nearly 10 percent of 
the market. This new competition also had contributed to a 
slight decline in private physician fees in the demonstration 
areas, whereas in nonaffected rural areas, the physician fees 
rose by 30 percent. During this initial project period, 1976- 
1979, the consumer had the option of receiving basic curative 
care from CHPs for about 25 percent the fee charged by a physi- 
cian. It is not surprising that private physicians would strong- 
ly protest the impact of this new provider and successfully lobby 
to have the role of the CHP curtailed (see Appendix G for "Law on 
Medical Services to Rural AreasN). In addition, private physici- 
ans lobbied strongly for equal coverage with the CHPs under 
class I1 health insurance; thus, the price differential to the 
consumer at the point of consumption between physicians and CHPs 
was removed. 

This set of reactions by physicians to the introduction of 
CHPs changed utilization patterns by the summer of 1981. Between 
1973 and 1980 utilization had dropped by nearly 50 percent at 
health units operated by CHPs after their scope of medical prac- 
tice had been curtailed. In addition, after the initiation of 
the class I1 health insurance on July 1, 1981, CHP utilization 
had declined even more from 10-15 patient visits per day to about 
5-6. On the other hand, private physician use increased signifi- 
cantly from about 30 patient visits per day to nearly 40 per day. 

Other changes have occurred among providers with the intro- 
duction of CHPs. Since nearly all nurses in Korea are women, the 
CHP cadre developed via this project were also women. They were 
introduced into these demonstration areas as curative medical 
care providers with the implicit support of villagers and the 
myon chief for their role as the local health center director. 
As might be expected, several physicians interviewed did not see 
the need for CHPs, but all agreed that CHPs knew the limits of 



their training, referred patients wher. necessary, and that they 
had never seen a patient who had received improper care from a 
CHP . 

All of the CHPs interviewed had become CHPs because they 
vanted the opportunity to provide more care to patients and were 
dissatisfied working directly under a physician. However, in 
1974 the Government of Korea began using all medical school grad- 
uates that could not be absorbed into the military as public 
health doctors in the rural areas (with service and pay identical 
to that of doctors in the military--three years and H100,000 per 
month); this policy resulted in other changes. In Gunee and 
Hongcheon, no funds were available to build new clinics, so all 
of the doctors are being placed with CHPs. As this placement has 
occurred, the CHPs have seen a role reversal to the old doctor- 
nurse relationship. Consequently, they are not using many of the 
skills for which they have been trained. Presently the physician 
is providing the curative care and the CHP the preventive care. 
Where physicians have been deployed to work with CHPs, they have 
also taken over the role of local health center director. In 
sum, the status of the CHP has declined significantly, and this 
has reduced effectiveness as well. 

Finally, the national government has not recognized the CHP 
as a permanent civil service employment category. Thus, at pre- 
sent, CHPs are hired on a year-to-year contract and do not obtain 
salary increments on an annual basis. KHDI also initially 
decided that in order to obtain a sufficient number of nurses for 
CHP training, it was necessary to increase their pay signifi- 
cantly. As of 1981, they earned around jU275,OOO per month, which 
represents an additional problem for the county government since 
a salary of that level is as high as that of the Deputy County 
Chief and more than 2.5 times as high as that of alternative 
service doctors. 

Other primary health care providers were established by the 
demonstration project. Even though the government circumscribed 
the activities of the CHA in 1979 after a Korean Medical Associ- 
ation protest, it recognized the value of the multipurpose out- 
reach health worker and has begun a multipurpose two-week train- 
ing course to upgrade their single-purpose workers. In addition, 
during fall 1981, CHAs took exams to become permanent civil ser- 
vice employees. 

The CHP and VHW cadres have been handled differently. CHPs 
role was circumscribed in 1981 and their training was cut back to 
about one-half year. Further, the government has not inducted 
them into the civil service even though they have expanded the 
numbers being trained to over 500 per year. The VHW cadre has 
been phased out altogether. 



Finally, in Gunee where there had been a special focus on 
MCA services, all 23 of the midwives hired during the three year 
life-of-project have left. Reasons given for leaving were a 
sense of isolation, marriage, or no interest in working with new 
medical school graduates. These health posts have become health 
subcenters and are staffed with a mixture of senior and newly 
trained CHPs. 

2. Consumers 

Virtually all villagers agree that since 1976, health has 
improved in rural areas. Villagers in the demonstration projects 
and the control areas attribute this improvement to increased 
incomes, better nutrition, television campaigns designed to 
change people's behavior, and immunization of children. Provid- 
ers and government officials generally agree, but add two other 
factors: the introduction of simplified water systems which 
began in 1977, and improved roads which allow patients to reach 
medical care by bus. (See Appendix Table E-6 for further 
details.) Villagers trust and accept the CHP and go to her for 
their minor illnesses. They generally see her as an acceptable 
source of care for minor illnesses and accidents, child care, and 
family planning. There is some misunderstanding as to why her 
ability to give injections and some medications has been 
curtailed. The majority of women still prefer to give birth at 
home, but conversations with CHPs, CHAs, and VHWs revealed that 
women, who used the home delivery kit provided by them delivered 
their children in more hygienic fashion. 

All of the villagers contacted believed that the class I1 
insurance program was too expensive and wondered how they would 
pay the premiums. In Hongcheon and Okgu, the average family size 
is six, while in Gunee, it is eight. Minimum monthly payment for 
a family of six in Hongcheon and Okgu is fl2,400. On several 
occasions, villagers expressed the belief that if you paid the 
insurance premium you needed to get sick in order to get value 
from your money. Villagers in the Hongcheon area who had be- 
longed to the cooperative constantly made comparisons with the 
benefits they received under the old program in which they paid 
541,500 per person for three years and enjoyed the benefits for 
which they now must pay 5414,000 per person over a three-year 
period . 

The lack of understanding by the villagers as to how the 
class I1 insurance program would work points out that little had 
been done on the local level to prepare villagers for the scheme. 
Several villagers feel that if they did not use the card, they 
did not have to pay; others who had heard abmt the scheme did 
not find out they were members or what their level of assessment 
was until they received the tax form ! 1 the mail. In Okgu Gun, 
only the limited doctors (those who a*: : elderly and/or who 



migrated from North Korea after the hostilities ended in 1953) 
are allowed to participate in the scheme, and all consumers know 
these physicians are not fully qualified and thus express dissa- 
tisfaction that they must use these providers of care. Villagers 
also expressed the belief that if the limited doctor is only 
reimbursed for up to jV1,200, the quality of care received will be 
less than the quality of care received from a licensed general 
practitioner. 

3. Government Intervention 

The Government of Korea has intervened in the delivery of 
health services in rural and poor areas in two principal ways 
since: the initiation of the AID-supported health project. First, 
it introduced new health providers into the system (CHPs) and 
then added alternative service physicians who have just graduated 
from medical school. Second, on July 1, 1981, in an attempt to 
sustain the KHDI experiment in the demonstration areas, the gov- 
ernment started a large-scale compulsory rural health insurance 
program experiment via the class I1 health insurance mechanism 
which was already a legal reality. 

In the case of the first intervention, using nonphysician 
personnel to provide curative and preventive health services, as 
soon as the local private physicians were economically threatened 
by the new personnel cadre, they used their political muscle to 
change the legal scope of practice of such providers. CHPs were 
unhappy about their change in status and this has contributed to 
a 35 percent turnover in the number of CHPs trained over the life 
of the project. Further, since the CHP scope of practice has 
changed, it is unclear how they are to function differently than 
the CHA, who costs the government one-third of what is paid to a 
CHP. In addition, given the large number of physicians graduat- 
ing from medical school who are now being made available to rural 
areas at 40 percent of the cost of a CHP with a military commit- 
ment to stay for at least three years and with the military pay- 
ing 85 percent of their salary, the rationality of the CHP cadre 
is cloudy. However, the Ministry of Health has launched a plan 
to train 2,000 additional CHPs by 1984 in a six-month program run 
by several medical schools with technical assistance being pro- 
vided by the newly instituted Korean Institute for Population and 
Health (see above for the details of KIPH); 400 were in training 
in 1981. What these CHPs will do is still unclear. The training 
cost per CHP is estimated to be about $1,200. 

The compulsory class I1 health insurance program enacted on 
July 1, 1981 operates as follows. Membership premium is by 



individual household member, based on taxes paid by the household 
in the county government in 1980.g Households were assessed 
jV400, jV600, and jV800 per person per month. The majority of the 
households were taxed at the H600 level with 10 percent at either 
end of the income distribution paying either J4400 or J4800. The 
Government of Korea will contribute MI10 per person to cover the 
administrative costs. Under this system, patients pay J4360 per 
patient visit copayment to the physician. The fees collected by 
the program will be used to pay the remainder of the cost of the 
visit. CHP visits are rlo longer free. Theoretically, the 
insurance program only covers visits to the physician and visits 
to the provincial hospital if the patient has been referred by a 
CHP or physician respectively. Licensed pharmacists, midwives, 
and graduate licensed herb doctors are not covered under the 
scheme. Furthermore, physicians are reimbursed at different 
levels. Limited doctors are only reimbursed up to H840 for 
service provided, making the total cost of a visit to a limited 
doctor H1,200. Licensed general practitioners in rural areas are 
reimbursed up to J42,640 while general practitioners in the city . 
are reimbursed at the rate established by the physician minus the 
jV360 per patient as copayment. 

Conversations with limited doctors in all three demonstra- 
tion areas revealed that they were worried about being driven 
from business since the reimbursement plan does not cover their 
cost. Most limited doctors are currently charging jd1,500-2,000 
per patient visit including medicine. As explained above, the 
insurance scheme will drastically cut into their income. Younger 
limited doctors feel they would be forced to move. While all 
CHPs reported a slowing down of visits, both general practition- 
ers and limited doctors reported a dramatic increase in patient 
visits in the two weeks the insurance scheme had been operating. 
All doctors with whom the team visited believed patients would 
come for minor illnesses such as colds or slight digestive pro- 
blems, which initially do not require a doctor's care. The 
class I1 insurance system does not cover visits to the licensed 
herbal doctor or to the licensed pharmacist. The Korean Associ- 
ation of Licensed Herbal Doctors wants to participate in the 
class I1 insurance program, but thus far problems exist in stand- 
ardization of treatment and quality control of herbs. 

As a part of the class I1 insurance scheme, patients will 
now pay H180 to visit the clinic staffed by the CHP. CHPs ex- 
press concern that patients know they provide a limited amount of 
care and prescribe a limited number of drugs, and must refer 
cases to physicians. One CHP reported that in the first two 
weeks of the insurance program six patients she believed she had 
satisfactorily treated up to two weeks ago returned with a re- 
quest to be referred to a physician. 

w ~ v e r a ~ e  per capita income in 1980 was $1,390. 



Given the existing Korean preference for a physician's care 
and the payment system designed under the insurance scheme, 
Korean rural inhabitants may be expected to visit the general 
practitioner except in emergency cases where the visit would be 
to the closest provider. If the class I1 system established in 
the demonstration areas continues in its present form, the mix of 
providers in the rural areas will undoubtedly change. Limited 
area doctors and rural pharmacists will seek other areas of 
opportunity in which to earn a living. Herbal doctors will 
disappear altogether and utilization of CHPs will drop. 

C. Health System Sustainability 

This section analyzes in more depth the extent to which the 
project attained its second objective of successfully demonstrat- 
ing "...a multi-= low cost integrated beak delivery system 
that is replicabie in other parts of Korea. 3 The three demon- 
stration projects must first stand the test of sustainability 
before the tested model(s) can be replicable throughout the coun- 
try. Even if one long-run goal of the project is health status 
improvement, the project must be sustained in order to attain 
that goal. Thus, the impact evaluation has analyzed this project 
with respect to various attributes of sustainability. This 
analysis focuses on four attributes of sustainability: (1) 
access, (2) utilizati patterns, (3) the extent to which the 
system is "low-cost, ''Y and (4) financing plans for sustaining 
the system and covering the costs. 

1. Access 

Time. The project was designed to provide access to promotive, 
preventive, and curative health services. Changes in three 
attributes of access between 1976 and 1979 are analyzed in the 
subsequent discussion. One indicator of access is time required 
to obtain care. Mean travel time required to obtain the services 
of various health providers in each demonstration area changed 
from 1976 to 1979 (see Appendix D l  Table D-2.1). 

In the three demonstration areas, mean travel time for pri- 
mary care declined from 62 minutes in 1976 to about 25 minutes in 
1979 after the introduction of CHPs. In the control areas where 
CHPs were not introduced, physician care remained over one hour 

v ~ r o i e c t  Paper, p. 1. 
6JLow cost in terms of being "affordable by the government" such 

that the system can be replicable to target populations through- 
out the country. 



away. Other changes in mean travel time in the various control 
and demonstration areas between 1976 and 1979 were due to minor 
changes in the supply of other providers and improvement in rural 
road systems which enabled people to use the relative inexpen- 
sive bus system' to reduce travel time in rural areas. 8 

Perhaps as important as actual reductions in travel time, 
however, for determining improvements in spacial access is to 
elicit consumer preferences about where they would go for medical 
care for health problems perceived to be either minor or serious. 
In one rural community in Hongcheon Gun, about 60 kms from 
Hongcheon town, villagers were queried about their preferred 
source of care for minor and serious health problems. For minor 
problems, they would walk about 30 minutes to the nearest pharma- 
cist on the main road to Hongcheon. For more serious cases, 
virtually all villagers opted to pay Jd3,800 for the two-hour bus 
ride to a private physician in Hongcheon rather than walk two 
hours to the nearest CHP (about 8 kms). In another village in 
Gunee Gun, about 15 to 20 kms from Gunee town and less than 2 kms 
from the nearest rural clinic established by the project and 
operated by an "alternative service" doctor, people responded 
that they would go by bus to the general practitioner in Gunee 
town rather than go to the nearby facility. 

Price. A second access indicator is the price paid for the va- 
rious health services. Changes in mean expenditures paid for 
curative care received in 1976 and 1979 (see Appendix D, 
Table D-2.2) show how accessibility according to this attribute 
has been affected. 

First, in control areas where CHPs were not introduced, the 
percentage increase in the mean expenditure per physician visit 
and druggist treatment between 1976 and 1979 was greater than in 
areas where the new system was introduced. Physician fees actu- 
ally declined over that period in the three demonstration guns. 
The relatively moderate increase in physician fees in the control 
area is also due in part to the introduction of a fixed fee per 
visit reimbursement from the medicaid program that was introduced 
in 1977. 

The decline in physician fees in the demonstration areas 
between 1976 and 1979 is due to several reasons besides the 
introduction of competitive forces which reduced their market 
share by 30-40 percent over the period. First, in all demonstra- 
tion areas a certain proportion of the physicians were authorized 
to provide services to KHDI service system patients. These 
"public doctors" were paid on a fixed fee and basic salary basis 

U~etween 1976 and 1979 the proportion of paved roads in the 
country has increased by about 33 percent. 



which did not increase rapidly over the project period. Second, 
physician prices tended to fall most in Okgu where the insurance 
program established a fixed reimbursement schedule to the author- 
ized physicians and where the authorized physicians took the 
largest share of the market away from the private physicians. 
Third, since the CHP charged the highest fee (an average of about 
54800 per visit in Okgu), private physicians would be expected to 
react in a more price competitive mode to reduce the relative 
price differential. 

Other Attributes of Access. The survey research conducted in 
1976 and 1979 among the populations in the demonstration areas 
reveals several other insights about access change. One question 
which was asked of nonprescription medicine users during a 15-day 
recall period in both 1976 and 1979 was why had they not sought 
curative care advice from either a physician or a CHP. (See 
Appendix D, Table D-2.3 for more detail.) It is significant that 
the reasons stated for not seeking care from physicians or CHPs 
were basically economic. Between 1976 and 1979, there was an 
increase of more than threefold (from 8 percent to 27 percent) in 
the proportion of the population who stated that one reason for 
not seeking professional care was an increase in the cost of 
time. This increase, in large part, is due to the fact that 
rural incomes had risen by more than 35 percent during this 
period. Second, the proportion responding that either the high 
price of service or their low income was the primary reason for 
their decision not to seek professional care declined markedly 
from over 50 percent in 1976 to 15 percent in 1979. The most 
significant drop occurred in Okgu Gun (from 56 percent to 14 
percent) where the health insurance program was fully operating 
by 1979. It is important to note that some of the changes re- 
ported between 1976 and 1979, in part, are due to the timing of 
the survey in each year. In 1976, the survey was conducted pri- 
marily during the winter--a period when the demand for agricul- 
tural labor is low--whereas the 1979 survey was conducted during 
the summer and fall harvest time when the demand for labor in 
agricultural areas is the greatest. 

Utilization 

Trends. Between 1976 and 1979, the mean number of visits per 
person per year for three demonstration health systems increased 
from 0.93 to 1.73 (an 86 percent increase). In the control 
areas, the increase was smaller, from 0.30 to 0.44 (a 47 percent 
increase). (See Appendix D, Table D-3.1 for details.) However, 
aggregate statistics hide a more interesting county-specific 
story. While Okgu and Hongcheon recorded over 100 percent 
increases during the 1976-1979 period, the recorded increase was 
only 26 percent in Gunee and 47 percent in the control areas. 



Two factors largely account for this differential rate of 
increase across the three demonstration areas and the control 
area. First, while the supply of physicians has generally 
increased in the country as a whole and remained stable in the 
control areas and in two of the three demonstration areas, the 
number of physicians in Gunee dropped from six to three over the 
1976-1979 period, and for a part of 1979, fell to one. Thus, the 
CHPs in Gunee tended to have more visits per cqpita than in other 
demonstration areas. 

Second, Okgu is immediately adjacent to two medium large and 
rapidly growing cities, Gunsan (175,000 population in 1981) and 
Iri (lOg,OOO population in 1981). The pilot health insurance 
prograd which began operating there in 1978 not only reimbursed 
Okgu-based physicians, but also an authorized set of physic;ans 
residing in Gunsan and Iri as well. Thus, by improving financial 
access to health care for some residents of Okgu, an expected 
increased utilization was realized. 

While the 1976 to 1979 comparative utilization data suggest 
an increased utilization in the health project demonstration 
areas, additional comparative utilization information from a 
selected sample of the facilities established by this program for 
1978 and 1980 shows a significant decline in use in 1980. (See 
Appendix D, Table D-3.2 for details.) In virtually all facili- 
ties, with the exception of a few in Okgu where the health insur- 
ance program had been established, there was a significant de- 
cline in the number of daily curative and preventive visits 
between 1978 and 1980. Hongcheon - Gun facilities reported the 
largest declines which are due in part to (1) lack of project 
supervision from the health center director as a result of staff 
turnover and recruitment difficulties in 1980, and (2) the larger 
number of physicians operating in that county. The importance of 
this latter factor is discussed below. 

Why did utilization decline in 19801 Data in Table 1 pro- 
vide an insight into possible explanations and point to reasons 
underlining health care delivery policy shifts, particularly with 
respect to paraprofessional scope of practice. In Table 1, pro- 
vider-specific market shares are presented for 1976 and 1979. In 
all the demonstration areas, as a result of introducing new 
service providers, the curative medical treatment market share 
declined for both private physicians and licensed pharmacists, 
with traditional practitioners generally unaffected by the new 
service system. It is clear that private physicians viewed a 30- 
40 percent reduction in market share with some concern. Recall 
that CHA's scope of practice was restricted shortly after 1979 

u ~ h e  Okgu insurance pilot project is described in Appendix C. 
Its impact is discussed below. 



Table 1. Percentage of Treatment Received by Source (Provider-Specific Market Share) 
During a 15-day Period, 1976 and 1979 

Providers - - ~ - -  -~~ - 

Private KHDI Pharmacist Herbal 
Area/Year Physician Y Physicians .?/ CHP Druggist Medicine Other 2/ Total (N) Y 
Hongcheon 
1979 
1976 
Change 

Okgu 
1979 
1976 
Change 

Gunee 
1979 
1976 
Change 

Demonstration 
Totals 
1979 
1976 
Change 

Control 
1979 
1976 
Change 

g~ncludes private physicians. 

g~stimated f run data presented in Table 4,1, Eung-Suk Song, and Kun-Yong Song Kim, "A 
Sumnary of Final Internal Evaluation on the KHDI Health Project: Evaluating Changes in 
Access to Health Care," p.11. 

y~ther=folk medicines, shamanists, and quacks who include army veterans who were medics. 

%=number of sample (treatments received during a l5-day period of November-December 
in 1976 and 1979). 

Source: Table adapted fran Kun-Yong C q :  and Eung-Suk Kim, "A SumMry of Final Internal 
Evaluation on the KHDI Health Project: Evaluating Changes in Access to Healtn 
Care," Paper presented to the Joint FOKG/AID Final Evaluation Meeting, 
September 17-20, 1980, Kyongju, Korea, (Seoul, Korea: Korea Health Develop- 
ment Institute, 1980) mimeo, p. 13. 



and that CHPs were restricted by legislation enacted in December 
1980. (Appendix G provides a copy of this legislation.) Given 
the above reactions by private physicians and their subsequent 
efforts to regain their previous market share by gaining coverage 
under class I1 health insurance to reduce price differentials to 
consumers, it is not surprising to find a changing utilization 
pattern at project facilities between 1978 and 1980. 

Effect of Insurance Coveraqe on Utilization. Since the mid- 
1960s, various experimental health insurance programs had been 
operating in the Gunsan/Okgu area. In 1979, KHDI took over the 
operation of the most recent experiment in that area to learn how 
such a financial mechanism might operate. KHDI established the 
premiums for subscribers at H400 per person among the "non-poor" 
and charged the tlpoor" one-half that amount, subsidizing the 
remainder. By mid-1980, enrollments in the insurance program had 
risen to over 10,000 subscribers from around 6,500 in mid-1979, 
with over half the subscribers being from the target population 
residing in Okgu Gun. 

From September 1979 to June 1980, the number of medical 
visits increased from 8.36 per 100 enrollees per month to 21.68 
per 100--an increase of over 2.5. In addition, consumers altered 
their utilization pattern often enrolling in the insurance 
program. In Table 2, data are presented which demonstrate this 
chznge toward use of private physicians and away from rural 
primary health care units established under the project. 
(Compare 1979 and 1980 outpatient percentage figures.) In 
addition, hospitalization care shifted to private clinics 
operated by physicians or to the large general hospital in Gunsan 
and away from smaller publically operated hospitals in the 
area. (For additional information on the Okgu Health Insurance 
experiment, see Appendix C.) 

As the Family Health Care Study cautioned 1974, "It is 
important to define what is meant by low cost. The project 
designers, taking cognizance of this issue, were careful to 
point out in the Project Paper that the goal of the project was 
"to create and institutionalize a process . . . at a cost af- 
fordable by the government, i.e., a cost reasonable enough to 
pefnit replication to target populations throughout the country 

y!Family Health care, Steps Toward a National Health Strateqy 
for Korea, AID Contract No. AID/ASIA C 1089 (Korea), 
(Washington, D.C.: Family Health Care) 1974, p. B-7. 



Table 2. Okgu Health Insurance Subscribers: Distribution of In- and 
Outpatient Services by Utilized Medical Facilities, 1979 and 1980 

Outpatient Services Hospitalization 
Facility 1979 1980 1979 1980 

PHU and CHC 55 2 46.5 - - 
Clinic (private) 37.4 51.3 27 -0 50.7 

Hospital 7.4 1.3 68.2 9.3 

General Hospital 
I - 0.9 4.8 40.0 

Total 100 100 

1979: September-December 1980 : January-June 

Source: Sung Woo Lee, ''Cost and Financing Patterns of PHC at 
the Community Level: Republic of Korea," Paper 
prepared for the WHO/UNICEF Workshop on Cost and 
Financing of PHC, Geneva, December 1-5, 1980, mimeo. 

within the nation's resources. ' However, this definition of 
the term "low cost" requires further scrutiny. A program which 
is low cost to the government may not be "low cost" to consumers, 
either absolutely or relative to some other option which they may 
decide to consider. Furthermore, a "low cost" delivery system at 
any given time, e.g.- in 1976 or 1978, may not be the "low-cost" 
option at another time for at least three reasons: (1) absolute 
or relative input price changes may have occurred, (2) economies 
and/or diseconomies of scale may or may not be realized, and 
(3) demand patterns for services may change. Finally, it is 
unclear whether "low cost" to the government means to the central 
government only, to the MOHSA of the central government, to 
county or gun governments as well as to the central government, 
or to the government as a whole, i.e., synonymous with the nation 
or society as a whole. Finally, the equity issues in sharing the 
"low costs" must be considered. The incidence of the "low cost" 
to one government unit or group of consumers may be considered by 
others as not so "low cost." 

w ~ o r e a  Health Demonstration project Paper, AID-DLC/P-~O~~, op. 
cit., 1975, p. 1. 



Given the above discussion, the analysis turns to a deter- 
mination of just how "low cost" a "low costu Korean Health 
Demonstration project visit r D 1 y  is. Dr. Yeon of KDI analyzed 
this problem using 1978 data. His methodological procedures 
were employed to estimate the average cost for 1980, the last 
year of the project. The comparative 1978 and 1980 data on total 
cost, average cost, and utilization patterns for the three 
demonstration health centers and a sample of primary health units 
are presented in Table 3. The data show that the mean cost per 
curative visit to a health center has increased by approximately 
5 percent from Jd3,730 in 1978 to )44,000 in 1980. In rural 
primary health units, the average cost rose nearly 75 percent 
from pV93 to Jd1,620. For the same period, the increase in average 
cost for all contacts, curative and preventive, increased by 78 
percent in health centers and 41 percent in primary health units. 

The primary reason for the rise in average cost per visit 
during this 1978-1980 period is largely attributable to signi- 
ficant declines in utilization patterns, as can be seen in 
comparing the 1978 and 1980 mean annual contact/visit data for 
health centers and primary health units. The two most signifi- 
cant declines in usage appeared in the health center preventive 
services (55 percent) and primary health unit curative services 
(42 percent), so that economies of scale in the provision of 
services were not realized. As can be seen by the comparative 
total cost data for the two types of facilities in the two years, 
only minor increases occurred between the two years. 

Whether these average cost figures or the changes in them 
are "high1' or "low, "af fordable,'' or "too expensive" depends on 
who has to pay and how much, so that the total cost of operating 
the facility is somehow covered, thus sustaining the health care 
delivery system which was developed under the KHDI project. One 
way to analyze the affordability of the health care systems 
developed is to review Figures 1 and 2 in which scatter diagrams 
of the estimated 1980 average cost for curative and all contacts 
at 15 primary health units are presented, along with a plausible 
fitting of the average cost curve. 

In Figure 1, for curative contacts, the data tend to show a 
continuously declining average cost curve which may reach a low 
point at around 5,000-vists per year--over twice the average 
number of visits seen in PHUs in 1980--with the corresponding 
average cost per visit being around )4700 (1980 prices). 

u ~ a  Cheong Yeon, "Primary Health Care in Korea: An Approach 
Evaluation," (Seoul, Korea: Korea Development Institute, 
1980). 



Table 3. 'Ibtal Cost, Preventive and Qlrative Qntacts, and Average (bst: Umparative mta 
for Korea Rura l  Health Facil i t ies ,  1978 and 1980 

Total Cost 
1,900 Vbn--Current 

Health Centers 92,211 106,831 
Averaqe (N=3 Guns)  

Substructure 7,129 7,189 
PHUs Average 

(N=3 Guns) 

Source: Appendix D mble  D. 4.1. 

'Irotal V i s i t s  
Cura t i v ~  Preventive 

Average Cbst 
1,000 Won--Current 

Curative Qntacts 'Ibtal Cbntacts 

Note: The figures shuwn in Table 3 do not conform to Dr. Yeon's methods in  one important respect. In the 
calculation to t ~ t a l  ard average mst  presented here, the other costs, i.e., not d i rec t  preventive o r  
curative service costs described in  Dr. Yeon's bodr (p. 84 and Table 6.2 p. 85) are  included i n  the 
t o t a l  costs allocated. They are apportioned b e t m n  preventive and curative services on the basis of 
the r a t i o  between d i rec t  curative and preventive costs develcped by Dr. Yeon (mble  6.2 p. 85). 
These figures are presented rather  tnan Dr. Yeon's, because they represent the actual average total 
operating cost which nust be covered by the authori t ies  who operate the service f ac i l i t i e s .  
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In Figure 2, the average cost curve for all contacts (pre- 
ventive and curative) is sketched in from the scatter points 
available from 15 primary health unit facilities in the three 
demonstration areas. It has a similar shape to the curative 
visit average cost curve presented in Figure 1, with most faci- 
lities in 1980 operating in the economies-of-scale range of pro- 
duc tion. 

4. Financial Sustainability 

Basic Analytics. The KHDI project has been experimenting with 
alternative insurance schemes during its existence in order to 
ascertain whether it would be feasible to cover a significant 
portion of the cost from nongovernment sources, given the ex- 
pressed government desire to minimize health care delivery 
subsidies for all but the "poor ,It he class I and I1 
medical insurance programs begun in based 1977. The average reim- 
bursement revenue to primary health units per curative contact 
from the class I1 insurance cooperatives established in each 
experimental county has been incorporated into Figures 1 and 2 to 
ascertain the extent to which the primary health units can be 
sustained from that revenue source and thus to shed additional 
insight on the affordability issue. 

At 1580 mean utilization levels for curative contacts as 
depicted in Fiaure 1, average revenue equals fl1,200 per visit or 
the distance BX. Given 1980 input use, average cost per visit at 
the level of ,utilization approximated jVlr650 per visit, or AX; 
cost per visit is greater than reimbursements per visit by AB, or 
about p450 (about 38 percent greater than present reimbursement 
levels). If curative utilization levels would again approximate 
1978 levels, (x in Figure 1) per-visit reimbursements would 
exceed average cost by around fl300 or the distance CD; this could 
.conceivably be used to partially cross-subsidize the cost of 
preventive services provided at primary health units. According 
to the information supplied in Figure 1, curative utilization 
patterns would have to increase to around 3,200 visits annually-- 
point E--(approximately 35 percent greater than 1980 mean levels) 
in order for the experimental class I1 reimbursement rates to be 
greater than the average cost per curative contact. Figure 2 
presents a similar analysis which includes both preventive and 
curative contacts. The insurance reinbursement line reflects the 

w ~ e e  Chong Kee Park, "The Organization, Financing and Cost of 
Health Care," in Chong Kee Park, ed. Human Resources and 
Social Development in Korea, Essays on the Korean Economy, 
Vol. 4, (Seoul, Korea: Korea Development Institute, 1980), 
pp. 97-168. See Appendix C for information on other financing 
alternatives considered by the government via the project. 



1980 distribution of contacts between preventive and curative 
services. If 1978 use patterns were prevailing rather than those 
in 1980, the size of the differential requiring financing from 
other sources could be reduced by about v175 per visit. 

Until 1981, KHDI covered at least 35 percent of the total 
program costs in each demonstration area (see Appendix D, Table 
D-4.2). Other revenue sources are available, however. The medi- 
caid program which is funded by the central and local (province 
and county) governments, expects to spend around W50 billion in 
FY 1982. In 1980 in Gunee - Gun alone, the primary health units, 
and health centers were reimbursed over W11.8 million from the 
medicaid program (about 7 percent of the total gun health care 
system expenditures). Second, through central and local tax 
revenues, the governments are providing support for the 
preventive program by paying CHA staff salaries and other 
operating expenses. This support represents about 25 percent of 
the total operating costs of rural PHUs operating at 1980 mean 
utilization rates. 

Given these alternative sources of support presently 
available, it is instructive to determine the extent to which an 
I1average" PHU can cover its annual operating costs given 1980 
prices and utilization patterns. This situation is graphically 
depicted in Figure 3 which shows the total cost and total revenue 
picture prevailing in 1981, assuming 1980 cost and utilization 
patterns. 

Assuming that the central and local governments will cover 
the total cost of the preventive health programs, the total 
revenue and cost functions of the typical PHU will be as the line 
labled HE to the mean level of preventive contacts prevailing in 
1980 (about 3,000 contacts). At that point, the total cost 
curve, labeled HEAB, discontinuously shifts upward to the AB 
portion where increasing curative utilization suggests economies 
of scale (refer to Figure 1). 

The total revenue curve, HEG, also shifts rotationally 
upward as depicted. The extent of that upward rotational shift 
depends on the extent to which class I1 health insurance reim- 
bursements conform to the expected rate of jV1,200 per contact, 13/ 
the proportion of medicaid patients and the average reimbursement 

U 1 n  Figure 3, it is assumed that total reimbursements will 
equal fl1,200/per contact. In 1981 the Korean Federation of 
Medical Insurance Societies established a physician Reimburse- 
ment Bill Review Board to check for nappropriateness.ll 
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per medicaid patientow The data presented in Figure 3 are 
summarized below in Table 4. 

Table 4: Total Cost and Total Revenue for Typical PHU, 1980 

Amount in Million Won (JU) 

Total Cost 7.20 

Total Revenue 

Government Support 
of Preventive Services 

Class I1 Health Insurance 
Medicaid 

Deficit (1.00) 

Surplus or (Deficit). It is clear from reviewing Figure 3 that 
with additional curative utilization (the figure suggests an 
increase of about 650 contacts per year, or 25 percent over 
present levels), total revenue would be greater than total cost 
(about H7.4 million at that level of utilization). Unfortu- 
nately, class I1 insurance is not presently designed to elicit 
the appropriate consumer response that would increase the use of 
PHUs, particularly since it reimburses physicians such that the 
relative price differential between CHP and physician diagnostic 
services has been eliminated. In addition, the CHP1s scope of 
practice was curtailed in late 1980. 

An Alternative Financinq Option. First, it is important to 
recall that most health and medical care services are financed 
directly by user charges (85 percent in 1976). In addition, the 
total annual operating expenses of the rural primary health units 
introduced in the KHDI project comprised only around 3 percent of 
the total medical expenditures per household as reported in the 
XHDI administered household surveys conducted in 1976 and 1979, 
thus reinforcing the pervasiveness of private payments. (See 
Appendix D, Table D-4.3 for details.) Finally, available 
evidence suggests that the expenditure elasticity of demand for 
medical care is greater than 1.0 (Appendix D, Table D-5.1). 
Given such a figure, expenditures on medical care services will 

w ~ h e  data on medicaid used to develop figures were from the 
Gunee - Gun PHU1s 1980 experience in a report provided to the 
evaluation team. It was assumed that about 27 percent of 
curative contacts were medicaid cases, which yielded an 
average jf1,900 per reimbursement contract. 



increase (or fall) more than proportionally as personai income 
rises (or falls). Since incomes have generally been increasing 
rapidly in Korea (at approximately 10 percent per year) expendi- 
tures on medical care have been growing more rapidly. 

It was demonstrated up to 1978 that primary health care as 
developed and implemented via the demonstration project can 
compete for market share. Competitive forces were threatened, 
however, and restricted the scope of practice of the PHC provi- 
ders trained through this project. Utilization has dropped. The 
introduction of class I1 health insurance with its change in 
relative prices (as a result of its coverage of private physician 
services) between paraprofessionals operating through the 
demonstration projects' established delivery system and private 
physicians, together with the introduction of alternative service 
physicians, has placed the primary health care system in the 
demonstration areas in great jeopardy. This has occurred despite 
the increased availability of private resources for medical care 
as suggested from the data on expenditure elasticity of demand 
for medical care and the trends in income and expenditure growth 
in Korea. 

IV. LESSONS LEARNED 

1. Developing a new institution such as KHDI outside of the 
governmental ministerial structure, for the purpose of designing, 
implementing, and evaluating a new, potentially national health 
care system is a risky endeavor. Many of the current sustain- 
ability issues arise from the system's birth outside traditional 
government ministry support structures. The early growth phase 
of the project and its initial success in attracting consumers 
were badly eroded when the Ministry of Health viewed the fledg- 
ling system as potentially competitive. Thus, it supported the 
political efforts of physicians to circumscribe the paraprofes- 
sional's scope of medical practice. 

Coordination bodies, such as the National Health Council, 
never functioned successfully to obtain consensus among the 
various ministries and interested private groups such as the 
Korean Medical Association and medical schools. 

2. Financial sustainability is largely determined on the basis 
of analysis which incorporates information on the economic forces 
at work in the market for health care services. Much of this 
report focuses on the various aspects of this sustainability 
issue. Dr. Yeon's excellent evaluation study, available in draft 
form in 1979, systematically addressed many of these issues at 
that time. Virtually no attention was given to that analysis 
which clearly indicated a significant financial problem facing 
the delivery systems that were implemented. The economic 
environment of the newly emergent systems became increasingly 



hostile subsequent to Dr. Yeon's analysis. Without continuous 
monitoring of the economic effects of potential policy changes 
which might affect the emergent system and provide the means for 
such analysis to be seriously reviewed by policy-makers, such 
projects as the one developed and implemented by KHDI will be 
short lived after donor support has been removed. 

3. An incentives and contextual analysis of all the potential 
actors who may be involved in designing, implementing, and 
sustaining the project intervention--in this case, rural primary 
health care--must be conducted before completing the project's 
design. Without such an analysis, the implications of various 
envisioned policy changes and the introduction of new health 
workers will not be addressed in the initial phases of project 
design. An analysis of the incentives of all providers as well 
as consumers within the health care system can assist in 
determining what will motivate each group to participate. A 
thorough analysis of consistency and conflict in government 
policy vis-a-vis these actors is required. 

As one example, deployment of CHPs and alternative service 
doctors to the same area or facility creates a situation in which 
they are competitive with each other. The government should 
study the use of each type of provider in order to make a policy 
decision about which type of provider to use in rural areas. 

Another example of the importance of contextual and incen- 
tives analysis was provided when Korea decided to implement 
class I1 insurance in rural areas in 1981. It would have been 
relatively easy to predict the potential difficulties with 
respect to provider mix, premium compliance, and consumer pre- 
ferences of the various components of the insurance program. 
Alternative options could have been considered prior to imple- 
mentation. 

4. Access to curative medical care initially increased within 
the KHDI system. Since the end of the project, utilization rates 
have declined. It is unclear whether this change affected the 
overall health status of the population. 

5. All categories of people interviewed, government officials, 
providers, and villagers in both the control and demonstration 
areas believed health status had improved since 1976. However, 
they attributed this increase primarily to rising incomes, better 
nutrition, and better education. The importance of improved 
health care delivery was infrequently mentioned (see Appen- 
dix E). The most important health status effects achieved 
through this project were obtained - via the health education 
efforts of the Community Health Aides working with village 
volunteer workers. 



POSTSCRIPT: 

LONGER TERM FINANCING IMPACTS OF CLASS I1 
HEALTH INSURANCE 

Author's Note: On July 1, 1981, shortly before the impact 
evaluation was conducted, the Government of Korea implemented an 
experimental compulsory class I1 health insurance program. (See 
details of class I1 programs in Appendix C.) Since the program 
was experimental and since the effects of this program would not 
become totally apparent within the period of this evaluation, the 
empirical evidence supporting the analysis of the likely impacts 
of the program were considered to be too speculative to be 
included in the body of the text. However, the autnors consider 
this analysis of the likely impact of this significant 
intervention very instructive to policy makers in Korea and in 
other countries. Thus, the postscript format. 

This postscript analyzes the two important likely impacts of 
the class I1 program on the long-run sustainability of the 
primary health care system as developed by the KHDI project. 
These two impacts can be classified under the headings of 
provider mix and premium compliance. These impacts have been 
ascertained primarily from the team's field interviews with over 
130 different individuals throughout Korea, from rural consumers 
and providers to government officials at all levels. 

PROVIDER MIX 

First, some providers will be better off and others will be 
adversely affected by the class I1 insurance. The initial 
beneficiaries include general practitioners and privately oper- 
ated clinics in urban areas, as long as tne presenting problem is 
not serious and the cost of service is iess than flL,200 (in- 
cluding cost of the doctor's time). Many general practitioners 
interviewed reported significant increases in the daily utiliza- 
tion rate, with one physician reporting an increase of more than 
70 patients per day1 However, if seriously ill patients present 
themselves for care, the fixed reimbursement fee of fl1,700 will 
tend to dissuade physicians from providing additional care to 
such patients without further reimbursement. This possibility 
was pointed out by physicians as a potential probiem and could 
lead to patient referrals to other governmental providers unless 
the reimbursement schedule is revised to allow for differential 
fees to cover the cost of the different services provided. 

In Okgu, dissatisfaction was expressed by the local medical 
association with the government's decision to have only a iimited 
set of doctors authorized to handle class I1 beneficiaries. The 
local government acknowledged that the number of authorized phy- 



sicians was insufficient to deal with the increase in patient 
volume and decided to alter its administration of the program 
according to the medical associationts preference. 

Several provider groups will be adversely affected by this 
insurance program. These include licensed midwives, "iimited 
practiceu doctors (those who are elderly and/or who migrated from 
North Korea after the hostilities ended in 1953), pharmacists, 
and traditional herb doctors and herbal medicine dealers. These 
service providers are not presently covered under class 11, 
although according to the design of the program, all but the 
pharmacists could conceivably receive reimbursement under the 
plan if they would provide an agreed-upon price list for a 
precisely defined set of services. During the time the above 
providers have not been covered by class 11, the relative price 
of authorized physician services has fallen in comparison to 
their services. Thus, every one of these provider groups has 
begun and will continue to register a significant decline in 
use. Pharmacists will suffer the least since there is a well 
established pattern by consumers for seeking some form of over 
the counter medication to minimize symptomatic suffering from 
headaches, stomach pain, and diarrhea. However, both midwives 
and traditional practitioners consistently reported a significant 
loss of business in the monch following the introduction of the 
class I1 program. Most reported that they would either retire 
early (a common response by older, limited physicians as well), 
move to a new county, or change their primary line of work. (One 
pharmacist reported that he plans to expand his fruit orchard and 
gradually reduce his work in the pharmacy.) 

It was unclear how CHPs would be affected by class 11. 
Those who were located far from a physician tended to report 
increases in their workload since July. However, the CHPs who 
were located closer to a town found that more consumers were 
by-passing them and going directly to the authorized physician to 
minimize the tine involved in obt irig care and to receive a 
perceived higher quality of care, despite the class 11 program 
requirement that consumers be referred to physicians rather than 
going to them directly. 

Finally, as in the case of hospitals under the Okgu medical 
insurance program, the larger, often government-run facilities 
will experience increases in patient volume, given the coverage 

 NO carefully designed comparative quality of care study has 
been performed during the KHDI project. There are many 
examples of such studies. One possibly relevant model study 
is that recently completed (1980) for the Robert Wood 
Johnson Foundation by the University of North Carolina on 
Rural Primary Health Care Providers in the U.S. 



embodied in the class I1 insurance package. Whether the 
increased cost resulting from the increase in volume will be 
covered by the reimbursement fee is unclear. 

PmMIUM COMPLIANCE 

The most pressing concern expressed in the field by gov- 
ernment officials, insurance program directors, gun chiefs, myon 
chiefs, and health officials with respect to the class I1 program 
was their fear of premium noncompliance. All eligible benefi- 
ciaries under the compulsory class I1 program received their 
entitlement cards in the mail near July I, 1981. They were 
presented with their individual household premium bills near the 
end of July. The evaluation team queried beneficiaries about 
their premium payment plans and whether they agreed with tne 
price category in which they were placed. The people had all 
received their 1s and were generally aware of the provisions 
of the program. Most villagers were reluctant to discuss 
their payment plans but did point out that during the summer, 
they had very little cash with which to pay monthly premiums, let 
alone buy food or other essential commodities. 

Finally, most villagers wondered why their household was not 
placed in the lowest premium category of H400 per person per 
month rather than in the H600 or jd800 category. The team found 
considerable differences in the methods followed for categoriz- 
i r g ,  from a democratic town meeting process that was used in one 
mQ on to other more autocratic procedur'es that were followed else- -- 
where. It was clear that gun, let alone multi-qun equity 
standards have not been established. Premium equity is causing 
and will continue to cause many administrative difficulties 
the months ahead. 

The most important reason for considering the long-run 
impact of the class I1 insurance program on the health care 
systems developed by KHDI in the three guns is related to 
financial sustainability. premium compliance is an obvious 
concern. 

First, it was learned from-the experience of the Okgu 
Medical Insurance Program that more revenue was actually-col- 
lected from the "poorestN people when the monthly premium was 
subsidSzed by KHDI by 60 percent (from jd400 per person per month 
to jV200) in comparison with that collected from the nonsubsi- 
dized, more well-to-do. The voluntary rate of program 

W p e o p l e  from adjacent suns were generally unaware of the 
program with the exception of some Chuncheon City residents 
who had traveled to Hongcheon. 



participation was higher among those whose premiums were 
subsidized by more than 100 percent compared to the nonsubsidized 
group. 

Second, after the first 10 days of premium collection in 
July and early August, after which the premiums were ''past due," 
only 5 percent of all premiums were actually collected as shown 
in Table 5 below. 

Table 5. Status of Premium Collection of Class I1 Medical Care 
Insurance in the Three Experimental Areas 

After First Month of Experience 

Percent of Canpulsory 
won (w Premiums Actually Date of 

Area Collected Collected Infonna t ion 
- - 

Hongcheon 2,396,200 5th August 

Gunee 1,964,600 8.4 6th August 

ogku 1,396,000 3.1 5th August 

Total 5.0 average - - 

Source: County Health Insurance Directors' offices. 

Collection rates were eventually expected to rise to 90 percent 
according to the Ministry of Health; unofficially, many thought 
that it would be optimistic to expect more than 50 percent 
compliance. 

It has been suggested by some informed individuals that it 
would be useful to consider using the agricultural cooperatives 
as an institutional mechanism for assisting insurance directors 
with premium collection. Other officials express concern with 
such use, pointing out that the agricultural cooperatives already 
have problems in collecting fertilizer loans made to farmers 
during the previous growing season. 

In any case, the problem of compliance is clear. Wnether 
the final rate obtained in premium compliance is 10 percent, 30 
percent, or 50 percent, the insurance cooperatives will soon face 
many reimbursement bills for services rendered by pnysicians, 
hospitals, and even PHUs and HCs, and will have few financial re- 
sources collected from the people to pay them. How much and for 
how long is the central government willing to subsidize this 
experiment? 



Since 1978, there has been a shifting demand pattern for 
primary health care, away from curative care in the demonstration 
facilities via CHPS. These trends have been spurred on with the 
advent of class I1 insurance. The long-run financial sustain- 
ability of "low cost" and llaffordablell primary health care 
remains in doubt without increased governmental subsidy either 
directly to the county health departments or via subsidies to the 
projected deficit-ridden class I1 health insurance program. 

The cost analysis presented above (Figure 3) shows a pro- 
jected budget deficit for the typical PHU established under the 
KHDI project even without the additional reduction demand and the 
compliance problems associated with class XI. With the advent of 
class I1 and related health policy changes described above, the 
long-run sustainability of the health care system established via 
this project is even more bleak. 



APPENDIX A 

METHODOLOGY OF STUDY AND WORK ITINERARY 



I. METHODOLOGY 

Both the American and Korean evaluation team members bene- 
fitted from the wealth of reports and documentation available to 
them prior to the beginning of this evaluation (see Appendix F 
for bibliography). This enabled the team, after meeting in 
Korea, to come quickly to an agreement on the kind of information 
it needed to collect in the field and in Seoul to conduct the 
impact evaluation. 

Since the project area covered three quns, the team believed 
it important to visit all three guns and to talk with local 
officials, as well as providers within and outside the KHDI 
sys tem. 

The team assumed that since the class I1 insurance program 
had begun on July 1, 1981, all physicians would be affected by 
this new development. We also assumed that all physicians would 
experience referrals from CHPs and that their attitudes and 
degree of acceptance of this intermediate provider of health care 
would be important to our findings. 

The team also decided that it was important to talk to as 
many senior CHPs, CHAs, and VHAs who had been on the job for at 
least two years as possible. How many CHPs could be visisted 
could only be determined after arriving in a particular gun. 

As consumer acceptance of this model was a key variable in 
all previous evaluations, the team agreed to interview as many 
villagers in the demonstration area as time would allow. 

The evaluation team drew up a set of questionnaires to be 
used in the field. The qnestionnaires were individualized to be 
specifically oriented towards local government officials, 
providers-project and nonproject doctors, CHPS, CHAs, and VHAs- 
consumers of health services, and insurance cooperative offi- 
cials. The questionnaires are found at the end of this Appendix. 

The Korean team members believed that it would be valuable 
to expose their American counterparts to other health 
demonstration projects prior to beginning the evaluation 
This would serve as an introduction to problems of delivering 
health care to rural areas in Korea. Two projects were 
visited: a pilot project in Choonchon, adjacent to Hongcheon 
Gun, conducted by the School of Public Health of Seoul National - 
University, and the Kangwha Island project of the Yonsei Medical 
School. 

After visiting these two demonstration c+ojects, the team 
began a series of interviews with the new President of the KIPH, 
Chan Mao Park. Interviews at KIPH included former KHDI staff 
members : 



Former Division Chief, Mr. Ahn Sung Kyu 
Senior Researchers, Joo Shin I1 (MCH project) 

Song Keun Yong (former project and 
evaluator) 

Dr. Lee Sung Woo (Manpower Training Division Head) 

The team also conducted an interview with the MOHSA health 
administrator in which the overall health strategy for the 1980s 
was discussed. Interviews also took place at the KHDI 
headquarters of the National Health Secretariat with health 
economists Dr. Park Chong Kee and Dr. Yeon Ha Cheong. During the 
period July 19-July 31 (see itinerary at the end of this 
Appendix), the evaluation team, consisting of two Americans (a 
senior health economist and a public health advisor from AID/ 
Washington) and two Koreans (a health sociologist and a cultural 
anthropologist, visited the three KHDI health project 
demonstration areas: Hongcheon a, Kangwon Province; Okgu Gun, 
Chun-buk Province; and Gunee Gun, Kyung-buk Province. (See 
profiles of project areas in Appendix B.) They were assisted in 
the field by KIPH (KHDI) staff. 

The team divided into two groups, with an American and a 
Korean on each team, in order to maximize the use of th2ir time 

the field. Interviews were conducted as follows: 

Local government officials: 3 gun chiefs, 3 myon chiefs, and 
5 health insurance cooperative staff members 

Project doctors: Hongcheon(6) , Okgu(1) , Gunee (4) 
Nonproject doctors: Hongcheon (3) , Okgu (3) , Gunee (1) 
Herbalists: Okgu (2) 
Herbal medicine dealer: Hongcheon(l), Gunee(1) 
Midwife: Okgu(2) 
Pharmacists: Hongcheon(3), Okgu(l), Gunee(1) 

CHP: Hongcheon(5) , Okgu (4), Gunee (3) 
CHA: Hongcheon (1) , Okgu (1) , Gunee (1) 
VHW: Hongcheon (1) , Okgu (1) , Gunee (1) 
Interviews for the final grass-root impact with village 
consumers 

Hongcheon: Nam-myon (2) , Sidong (2) , Dong-myon (lo) , 
Jawoonri (1) , Sangwhakeri (1) , Duchon (4) , 
Bangnar i (6) 

Okgu: Daekwang (4) , Seosoo-myon (5) , Changor i (1) 



Gunee: Kunee-eup (3) Dongsanr i (13) , Koromyon (1) , 
Daheung-dong(6), Okog-dong(l), on the side of 
farming road--Control area (5) Kimchon, 
Kubong-myon. 

Upon returning from the field, the team processed and 
analyzed the data it had gathered to write the final report. 



Questions Asked of Local Government Officials 

1. (a) What were the most important projects in your gun last 
year? Next Year? 

(b) How does the health demonstration project fit into these 
priorities? 

2. What does health mean to you? 

3. What percentage of your budget goes to health improvements? 

4. How much money did you receive from KHDI for your project 
last year? For salaries, drugs, other; enumerate? 

5. From what sources will you obtain the funds necessary to 
continue the project, by item (e.g., salary)? 

6. Do county officials in other counties share your views about 
health programs and priorities? 

7. Do people in your county support your views of the health 
project? 

8. Have you convinced your family (if any) living in the area to 
join the class I1 health insurance scheme? 

9. What is your opinion about the compulsory aspect of the 
insurance program? 

10. (a) Why didn't many people join the insurance program? 
(b) What reasons did people give for not joining? 

11. What type of training or "sensitizing" was done initially to 
gain physician support? 

12. How were doctors chosen to supervise CHPs? 

13. What kind of health services statistics/records do you keep? 
Can we have a copy? 

14. Has the health of the people in your area improved? 

15. Why do you think so? 



A-5 

Questions Asked of Providers 

Project Doctors 

a. Would you work with a CHP? 
b. Are you working with a CHP now? 

Are you supervising or training CHPs now? 

How much physician time is spent on supervision? 

Why do you supervise? 

Are you paid extra to supervise? If yes, how much? 

How many people visited you yesterday? Last week? Last 
month? 

Have more people come recently (last 3 months) than when you 
first started working (first 3 months)? 

When did you first start working here? What month? Year? 

How many people visited you at the beginning? 

If you could obtain assistance from the government for one 
additional project item, what would you ask for? 

a. Will CHPs increase or decrease the number of patients 
coming to you? 

b. Will CHPs increase or decrease your income? Why? 

Are you expecting to move in the next 3 months? If so, why? 

Have you seen any mistreated patients? 

a. Any who were first treated by CHPs? 
b. If so, what did you do? 
c. How long ago did you see these patient (s) ? 

Since you began practicing in this area, has the health of 
the community improved? 

Why do you think so? 

How would you change this project if you were asked to 
implement it in the adjacent gun? 

How do you get paid? 



18. a. Do you charge any fees? If yes, how much and for what 
services? 

b. Do you charge each person the same amount? 

19. How do you collect your money? 

20. Do you receive any money from insurance programs? 

21. a. What percentage of your patients have insurance? 
b. What types of insurance do they have? 

22. Where do you get your drugs? 

23. a. How long did your first supply of drugs last? 
b. How ofcen are you resupplied? 

24. Do you have to pay for your drugs? 

25. How many other health care providers are in your area? 
Please enumerate and give name and place. 

26. What percentage of your patients went to some other provider 
before seeing you last week? 

27. What are your hours of work? 
How many days per week do you work? 

28. How much did you earn last year from your practice of medi- 
cine? 

29. Did you have other sources of income? If yes, how much and 
from what sources? 

Nonproj ec t Doc tors 

1. Why are you not participating in the program? 
Were you asked not to participate? 

2. If you were asked to participate in the future, would you 
participate? 

3. Do you employ any people? If so, who? What are their 
responsibilities? 

4. What are your hours of work? How many days a week do you 
work? 

5. How many people visited you yesterday? Last week? Last 
month? 



6. Have more people come recently than when you began? When did 
you begin? What month? Year? 

7. How many people came at the beginning? 

8. How do you get paid? 

9. Where do you get drugs? 

10. Will CHPs increase or decrease the number of patients you see 
weekly? 

11. Do you trust the services provided by CHPs? If not, why not? 

12. Are you expecting to move in the next 3 months? If so, why? 

13. Have you seen any mistreated patients who were first treated 
by CHPs? 

14. What did you do? 

15. How long ago did you treat this person? 

16. How many other health care providers are there in your area? 
Please enumerate and give name and place. 

17. What percentage of your patients went to another provider 
before seeing you last week? 

18. How much did you earn last year from your practice of medi- 
cine? 

19. Did you have other sources of income? If yes, how much and 
from what sources? 

1. Why did you want to become a CHP? 

2. What duties did you perform in your previous job? 

3. What duties are you currently performing? 

4. Did your training prepare you for these duties? 

5. What duties do you have difficulty performing? 

6. Could you do them if you had additional training? 

7. Has there been a refresher course in these areas? 



8. Did this help you? 

9. You have attended several refresher courses. Have they been 
on subjects of primary importance to your work? 

10. Who decides what topics will be covered in refresher courses? 

11. How many patients did you see yesterday? Last week? Last 
month? 

12. What are the most common diseases you treat? 

13. How many patients did you refer? 

14. For what reason did you refer the patient? 

15. To whom did you refer the patients? 

16. Did you ever have an unexpected reaction to your treatment? 
If so, what did you do? Elaborate. 

17. When was the last time you used the telephone to get advice 
on service care? Elaborate. 

18. What are the five main reasons people seek your services? 

19. Last week, how much time did you spend on curative ser- 
vices? Preventive services? 

20. Has your workload increased since you first began? By how 
much? 

21. Who supervises you? 

22. When was the last time you were supervised? 

23. When do you expect to see your supervisor again? 

24. Have you ever run out of a medicine? If yes, which one(s)? 
How long did it take you to be resupplied? 

25. Does this PHU have a maternal and child health program? Why 
do mothers come? 

26. How many prenatal visits does a client usually make? Is the 
first visit in the early, middle, or late stages of 
pregnancy? 

27. How do you advertise your services so that mothers will begin 
to use this service? 



28. How do you encourage/motivate mothers to return? 

29. Do they return? If not, why not? 

30. What type of well-baby services are offered? Is there an 
immunization program? 

31. How much are you paid? 

32. Are there extra benefits to being a CHP? What are they? 

33. Do your patients use other providers? If yes, which ones? 

34. What is the farthest distance people travel to visit you? 

35. Could we see the charts of last week's patients? 

36. What was your trans;-%.xtation allowance last month? Has it 
changed recently? xf so, how? 

37. How much did you earn last year from your practice of medi- 
cine? 

38. Did you have other sources of income? If yes, how much and 
from what sources? 

39. Since you began your work as a CHP, have you noticed an 
improvement in the health of your community? 

40. Why has the health of your community improved (in your 
opinion) ? 

1. Why did you want to become a CHA? 

2. What duties are you currently performing? 

3. Did your training prepare you for these duties? 

4. What duties do you have difficulty performing? 

5. Could you do them if you had additional training? 

6. Has there been a refresher course in these areas? Did you 
attend? 

7. Did this course help you? 



8. You have attended several refresher courses. Have they been 
on subjects of primary importance to your work? 

9. Who decides what topics will be covered in refresher courses? 

10. How many households did you visit yesterday? Last week? 
Last month? 

11. How many patients did you refer? 

12. Fc,r what reason did you refer the patient? 

13. To whom did you refer the patients? 

14. Has your workload increased since you first began? By how 
much? 

15. Who supervises you? 

16. When was the last time you were supervised? 

17. When do you expect to see your supervisor again? 

18. How many prenatal visits does a woman usually make? Is tna 
first visit in the early, middle, or late stages of preg- 
nancy? 

19. How do you encourage mothers to make the initiai prenatal 
visit? 

20. How do you encourage mothers to return? 

21. Do they return? If not, why not? 

22. What type of well-baby services are offered? Is there an 
immunization program? 

23. How much are you paid? 

24, Are there extra benefits to being a CHA? What are they? 

25. Do the people in your area use providers other than the CHPS 
or doctors in your area? If yes, which ones? 

26. What is the farthest distance you travel to visit people? 

27. What was your transportation allowance last month? Has it 
changed recently? If yes, how? 

28. Is the VHW helpful to you in your work? 



29. Since you began your work as a CHA, have you noticed an 
improvement in the health of the community? 

30. Why has it improved? 

Village Health Aide 

1. Why did you want to become a VHA(C)? 

2. How long have you worked as a VHA(C)? 

3. How did you become a VHA(C)? 

4. Did you receive any special training to become VHA(C)? 

5 .  Where? 

6. For how long were you trained? 

7. Do you receive any payment for being a VHA(C) ? 

8. How much? From whom? 

9. What services do you provide as a VHA(C)? 

10. On the average, how many people come to see you in a month? 

11. What are the five most common reasons people come to see you? 

12. Do you believe your knowledge and skills are sufficient to 
meet the demands of other villagers? 

13. Are you satisfied with this kind of responsibility? 

14. How many retraining activities have you participated in? 

15. Did they address your most important problems? 

16. Are you planning to continue working as a VHW? 

17. In the last month, how much of ycar time was spent working as 
a VHW? 

18. Are you planning to continue spending this much time in the 
next 3 months? 

19. Has the health of the people in your community improved? 

20. Why do you think it has improved (in your opinion)? 



Questions Asked of Recipients/Consumers 

Are you a member of a health insurance scheme program? 

When did you join? 

How much is the premium? 

Have you paid it? 

How many members of your household are there? 

When were you or another family member sick last? What did 
you do? 

In comparison to five years ago are you and your family 
members healthier today? 

Why do you think this is true? 

Have you ever visited a PHU? 

If the answer is "Yest': 

Why did you visit the PHU? 
When you use the PHU, are you satisfied with the trea- 
tment you receive? 
Where did you go before the PHU was available to you? 
How far must you travel to reach the PHU? 
How much did you pay to travel there? 
Are there closer providers of care in your area? If 
yes, how many? Why did you choose the PHU? 
Did you use any other providers along with the PHU? 
Was this use of other providers before or after you went 
to the PHU? 
How much did you pay for these services? 

If the answer is "no": 

a. Why didn't you use the PHU? 
b. Where did you go? 
c. Were you satisfied with the treatment? 

Please give us an example of a minor health problem. 

a. When you have this problem, where do you go for treat- 
ment? 

b. Why do you choose this provider? 



11. Please give us an example of a serious health problem. 

a. When you have this problem, where do you go for treat- 
ment? 

b. Why do you choose this provider? 

12. When you are ill, where do you go iirst for medical treat- 
ment? 

13. Is there a health committee in your village? 

14. What did it do last year? 

15. How was the health committee formed? 

16. How many people are on the health committee? 

17. Is there a health center in your village? Would you like to 
have one? 

18. Does the health center generally have medicine? 

19. What hours is it open? Is this convenient? Who is in charge 
of the health post? 

20. When was the last time someone from the PHU visited your 
village? 



Questions Asked of Insurance/Officials 

1. How long has the insurance been operating in your Gun? 

Class 

1 

Date Beqan 

Other? Enumerate. 

2. How many households and individuals are covered by each 
program at present? 

3. What is the structure of premiums? 

a. How much is charged per month per individual? 
be Does every household pay the same amount? 
c. If not, who pays what? 

4. How do you collect the premium? 

5. Does everyone pay on time? If not, why? What do you do? 

6. If a provider submits a bill for reimbursement, how long does 
it take for it to be paid? 



7. What are the benefits of the health insurance plan? 

a. What services are covered? Enumerate. 
b. Has the benefit package remained stable? If not, 

elaborate. 

8. Are  yo^ able to be self-sufficient from government subsidy? 
If not, how much was received from the federal government, 
provincial government, local government, or premiums? 

9. If you are receiving government subsidy, what will you do if 
it is reduced? What did you do in the past? 
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WORKING ITINERARY FOR HEALTH IMPACT EVALUATION TEAM 

July 12 

July 13 

July 14 

July 15 

July 16 

July 17 

July 18 

July 19 

July 20 
July 21 
July 22 

July 23 

July 24 

Arrive in Country: Oldwine & Dunlop 

Meet with Team members from Korea: Chung and Kim 
Organize ideas and itinerary 

Meet with KHDI personnel 
Meet with KDI and National Health Secretariat 

Travel to Chuncheon to test ideas re evaluation with 
consumers, providers, and government officials 

Meet with MOH 
Meet with Government Insurance Society (Class I Medical 
Insurance Societies) 
Travel to Kang-Wha Province (Class I1 Health Insurance 
System Observation) 

AM--Work on protocals 
PM--Revise protocals 

Free--Read 

4 PM--Travel to Hongcheon Gun, stay in Chuncheon to 
begin field work 

Field work in Hongcheon Gun 
Continue Fieldwork 
Return to Seoul afternoon of July 22 

AM--Free/personal writing 
PM--Travel to Okgu Gun, stay in Gunsan 

Field work in Okgu Gun 
~ u l y  25/26 Continue field work 

July 27 AM-- Travel to control gun field site, south of Okgu Gun 
PM-- Field work in control gun 

July 28 Field work in control gun 
Late PM travel to Gunee, stay in Taegu 

July 29 Field work in Gunee Gun 
July 30 Continue field work 
July 31 Late PM return to Seoul 

August 1 Free 

August 2 AM--Free 
PM-- Meet with team to discuss tentative-findings report 



August 3 Individual report writing 
August 4 Report writing continued 
August 5 AM-- Discuss report and critique the writing to date 

August 6 Edit Report based on discussion 
August 7 Finish Report 

August 8 AM-- Team review final preliminary draft 
PM-- Travel to U.S. by Oldwine & Dunlop 



APPENDIX B 

ORGANIZATION OF HEALTH CARE 
DELIVERY SYSTEM IN RURAL KOREA 



I. INTRODUCTION TO THE GUN-LEVEL HEALTH CARE DELIVERY SYSTEM 

Presently, each administrative gun has one gun health center 
which provides basic health services, mainly preventive, to the 
population in the respective gun. This gun health center is 
staffed with a director, usually a physician, several nurses, a 
few technical staff, and a number of administrative supporting 
staff to carry out the services for the entire gun. 

Every myon of a gun (normally each gun has about 10 myons) 
has three nurse-aides dispatched by the gun health center. Each 
of these three workers is limited in her activity and is only 
responsible for a single duty: maternal and child health, tuber- 
culosis ccntrol, or family planning. The nurse-aides receive 
directives and guidance from the gun health center. Since they 
are stationed at the myon office under the direct supervision of 
the myon chief, they are frequently regarded as mvon office 
personnel rather than as health workers carrying out the health 
center programs. Often the health workers are medically 
supervised by either a public doctor of the myon or a private 
practitioner who runs his own clinic. 

In the field of curative services, the majority of the 
people in the gun area receive care from the private practi- 
tioners who usually have their clinic in an eup (village) or a 
myon area where the gun health center is located. In many myons 
with a population of 6,000 to 10,000 there are few fully 
qualified physicians. A limited area practitioner or a young 
hospital resident, dispatched by the government for a mandatory 
six-month period, is usually serving the people in a myon. 

Other than these preventivo and curative health service 
personnel, there are quite a large number of herbalists, roughly 
one for each 4,000 to 6,000 persons. Only a small proportion are 
fully qualified herb medicine practitioners, and the majority are 
aged men approved only as herbalists to dispense herbs for the 
patients. 

Besides these modern medical practitioners and herbalists, 
there are many drug vendors who can sell drugs to patients 
without a physician's prescription. The only category of drugs 
they cannot sell are narcotics. Usually there is one drug vendor 
for an average of 3,000 to 4,000 persons. 



11. HEALTH CARE SYSTEMS OF DEMONSTRATION AREAS 

A. Honqcheon Giic 

Hongcheon Gun is situated 100 kilometers east of Seoul in 
Gangwon Province; 117,000 people live in a surface area of 1,719 
square kilometers (population density of 69 per square 
kilometer). This gun is mostly mountainous with a small area of 
arable land. Administratively, there are one eup and nine 
myons. The farthest myon is located 9'6 kilometers away from the 
gun health center. 

In 1976 there were 13 physicians in the gun, of whom 6 were 
limited area practitioners. Only one myon was without any 
physician in this gun. This gives a ratio of 1 physician to 
9,000 persons. Besides these physicians, 19 herbalists (one 
herbalist for 6,200 persons) and 34 drug vendors (one drug vendor 
for 3,500 persons) were serving the population (see Table B - 1 ) .  

While the data presented in Table B-1 showed a significant 
increase in the number of paraprofessional health personnel 
trained as a consequence of the project, the number of health 
facilities did not change in any significant way with the possi- 
ble reduction in the number of pharmacies. A hospital was not 
constructed during the period and there were no plans to do so as 
of mid-1981. In addition, the number of clinics had not changed 
since 1977. 

The demonstration project in Hongcheon called "Maul-Geon- 
Gang-Saup," included restructuring the health services at the 
myon level for the delivery of primary health care services. A 
three-tiered service and referral system for primary health care 
was introduced, with an emphasis on the village health workers at 
the grassroots level participating in the delivery of first 
contact primary health care services. 

The community health practitioners (CHPs) who had finished 
their one-year training by the Korean Health Development Insti- 
tute (KHDI) provided second phase health care to the people in 
remote villages from the myon office. The physician in each myon 
acted as the community physician and took care of the patients in 
the myon and those referred by the CHPs. 

The level of care in each category of health units is shown 
in Table B-2. The first level of care is given by Village Health 
Agents at the village lc~el. These agents are selected by the 
village people and trained locally by the KHDI to provide simple 
curative services and take practical disease prevention measures 
under the guidance and direction of the CHPs. These Village 
Health Agents refer cases to the next level of the system, the 
primary health unit, or directly to the community health center. 



B-3 

Table B-1. Health Facilities and Personnel in the Hongcheon Area, 1975-1981 

- 

Class if ication 

Health Facility Hospitals 

Clinics (limited) 

Dental Clinics 

Herb Clinics 

private Midwifery Stations 

Health Centers 

Health Subcenters 

~lpmacies 

Druggists: Medicine 

Druggists: H e r M i c i n e  

~estricted Drug Dealers 

Health Personnel 

physicians ( limited) 

CHP 

VHW 

Dentists (limited) 

Herb Docbrs 

Midwives 

pharmacists 

u~umbers in parentheses are limited doctors. 

Source: Hongcheon -I Gun statistical Yearbook, 1976-1979, (in Korean) , 
Updated to 1981 f ran interviews with gun health officials in July 
1981. 



Table B-2. kvel of Health Services in Hongcheon 

Level Health Worker Facility Population Served 

First Village Health Village Health Ri & Villages 
Agent Post 500-1,000 

Second Cunnunity Health Primary Swan 
Practitioner Health Unit 3,000-5,000 

Third Cunnunity 
Physician 

Carmunity &On 
Health Center 10,000-15,000 

The second level of care is provided by a CHP, who provides 
limited medical care and preventive health services to the pa- 
tients and people in several villages and supervises the activi- 
ties of village health agents in those villages. When the CHPs 
cannot handle the patients within their limited capacity, the 
patient is referred to the community physician at the community 
health center. 

The third level of care is provided by the private physician 
in each myon at the community health center. This physician is 
designated as a community physician, and is responsible for the 
medical care of the population in the whole myon and the super- 
vision of the activities of the primary health unit staffed by a 
CHP . 

Three community health aides, health workers already 
existing at a myon level, were trained for multipurpose primarily 
preventive health work by KHDI and reassigned to a primary health 
unit or a community health center. They assist the physicians 
and CHPs in their areas. 

The Hongcheon demonstration area created Maul-Geon-Gang- 
Daedonq-Hoe. The Daedonq-Hoe - was based on an already existing 
community cooperative system. (See Appendix C for more detailed 
information on this financing scheme.) It was expanded to offer 
private members of the cooperative the following, benefits for 
the premium cost of H1,500 per person for three years' coverage: 

Various preventive and primary health care services were 
delivered at primary health units, community health 
centers, and the health center. 
For hospitalization, a member could be compensated for 
up to 10 times the premiums he or she paid and obtain a 
discount if hospitalized at a designated facility. 
Patients could be provided transportation by the health 
center ambulance to a designated hospital (for detailed 
description of the plan see "Daedong-Hoen Cooperative, 



Kim Kang Hyon and Kim Soo Chun, Background Papers on 
Health Demonstration Project (Seoul: KHDI, 1978, pp. 
161-178). 

B. Gunee Gun 

Gunee Gun is situated 50 kilometers north of Taegu City, the 
capital of Gyeongsang Buk Province, with a population of 66,000 
in a surface area of 609 square kilometers (population density of 
109 per square kilometer). Administratively, there are 1 eup and 
8 myons. The farthest myon from the gun health center is located 
33 kilometers away. 

In 1976, there were five physicians; two were fully quali- 
fied, two were residents under training, and one was a limited 
area practitioner. This gives a ratio of 1 physician to 13,200 
persons. In addition to these physicians, there were 11 herb- 
alists (1 herbalist to 6,000 persons) and 23 drug vendors (1 drug 
vendor to 2,999 persons) in this gun. (See Table B-3.) 

Since 1975 there have been a number of changes in the health 
care system in Gunee. Since the number of physicians working in 
the country dropped from 13 to 5 between 1977 and 1978, during 
the period of project implementation, the number of physician 
clinics dropped from four to zero. However, partially 
compensating for this reduction in clinics was the completion of 
a new hospital. 

In Gunee Gun, a three-tiered health care system with the 
main emphasis on the improvement of maternal and child health 
services was introduced. In this gun, three community physicians 
were newly recruited and assigned to head the community health 
centers and five CHPs were assigned to myons without 
physicians. Besides these two categories of health personnel, 
one nurse-midwife in each myon was employed to head the primary 
health post. Table B-4 shows the organization of the health 
delivery system at each level. 

The first level of care is provided at the multivillage 
level primary health post, serving a community of about 2,000 to 
3,000 people. A nurse-midwife and one community health aide are 
assigned at the primary health post. The nurse-midwife provides 
emergency care, first aid, and midwifery services; the community 
health aide does multipurpose preventive health work at the 
village level. 



Table B-3. Health Facilities and Personnel in the Gunee Area, 
1975 - 1981. 

Classification 1975 1976 1977 1978 1981 

Health Facility Hospitals 

Clinics (limited) 
Dental Clinics 
Herb Clinics 
Private Midwifery S taticw 
Health Centers 
Health Subcenters 
Pharmacies 
Druggists: Medicine 
Druggists: Herb-Medicine 
Restricted Drug Dealers 

Health Personnel 
Physicians (limited) 

QIP 
CHA 
(W) VHC 
Dentists 
Herb Doctors 
Midwives 
Pharmacists 

y~~mrbers in parentheses are limited docmrs. 

g ~ i v e  are Amy doctors providing alternative service. 

Source: Gunee -- Gun, Statistical Yearbook, 1976-1979, (in Korea). 
Updated im 1983. fran interviews with gun health officials, July 1981. 



Table i3-4. The Level of Health Services in Gunee Gun 

Level Health Worker Facility Population Served 

First Nurse-midwif e Primary 
and One CHA Health Post 2,000-3,000 

Secornd Cumunity Health Primary 
Practitioner Health Unit 6,000-8,000 
and Two CHAs 

Third Cumunity Camrunity 
Physician Health 20,000-25,000 
and Two CHAs Center 

The second level of care was provided at the nyon level with 
a CHP and two community health aides. The CHP was responsible 
for primary health care for the inhabitants and those referred 
from the primary health posts. Each community health aide 
carried out multipurpose preventive health work for one-third of 
the myon. Those patients whom the CHP could not handle were 
referred to the third level community health center, which is 
located at an adjacent myon. 

The third level of care was provided by the full-time 
community physicians at the community health center, each one 
covering two to three myons. The community physician at the 
community health center was responsible for the supervision of 
primary health units and primary health posts in his area. 

At the village level, one health communicator from each 
village was selected and given three days of orientation training 
for the project. These village health workers assist the 
community health aides when they visit a village, and at the same 
time act as health communicators for the village. 

To faciliate the project activities at the health center, 
one health educator, one sanitarian, one statistical officer, and 
one dental health worker were recruited by the project and added 
to the health center staff. 

C. Okgu Gun 

Okgu - Gun is located in the flat fertile region of Cholla Buk 
Province along the coast of the Yellow Sea, about 250 kilometers 
southeast of Seoul, where 116,000 people live in a surface area 
of 330 square kilometers (population density of 354 per square 
kilometer). Only 19 of the 52 islands are inhabited, and 7,286 



people live on these 19 islands (population density of 365 per 
square kilometer). Administratively, Okgu Gun consists of 10 
myons. The farthest island, Ochong-do, is located 70 kilometers 
offshore. 

There were only five physicians in the Okgu Gun, and in 1976 
there was none on any of the islands. Four of these five were 
limited area practitioners. This gave a ratio of 1 physician to 
23,300 people. Nine herbalists (one herbalist for 13,000 people) 
and 23 drug vendors (one drug vendor for 5,100 people) also were 
serving the population in this gun. Since there are two 
neighboring cities, Gunsan City and Iri City, a large number of 
people in this gun utilized the services of physicians and 
herbalists practicing in those cities. (See Table B-5.) 

In Okgu Gun, with a minor modification of the existing 
health center and subcenters, health care was delivered to the 
population, backed by the development of an insurance system. 
(This health insurance systei~ is described in Appendix C.) Since 
this qun has many inhabited islands scattered along the Yellow 
Sea, a number of community health aides were deployed to islands 
to provide the primary health care with the assistance of CHPs 
who were stationed on a bigger island in the vicinity. 

Okgu Gun Maul-Geon-Gang-Saup was divided into two different 
demonstration areas, mainland and islands. For the mainland, 
four community health centers were established, each serving two 
myons. One qualified full-time physician, designated as the 
community physician, headed the community health center with one 
CHP posted at an outreach clinic of the second myon. This CHP 
served the people in the second myon in primary health care and 
referred those patients who required further consultation or 
treatment to the community health center. Three community health , 

aides were utilized as multipurpose health workers, each one 
serving one-third of a myon under the direct supervision of the 
community physician or the CHP. One additional community health 
aide was recruited to assist the clinic activities of the 
community physician or the CHP. 

On the islands, one community health center with a qualified 
physician was established on Songyu Island. One CHP was assigned 
to an island with a population of 700 or more, and one CHA to an 
island with a population of less than 700. Patients from these 
islands were referred to the hospital ship operated by the Gunsan 
Provincial Hospital to cover these islands. 



Table B-5. Health Facilities and Personnel in the Okgu Area, 
1975 -1981 

- - 

Classification 1975 1976 1977 1978 1981 

Health Facility Hospitals 

Clinics (limited) 

Dental Clinics 

Herb Clinics (limited) 

Private Midwifery Stations 

Health Centers 

Health Subcenter s 

Pharmacies 

Druggists: Medicine 

Druggists: Herb-Medicine 

Restricted Drug Dealers 

Health Per s m e l  
Phybicians ( limited) 

QHP 

CHA 

Dentists 

Herb Ikctors (limited) 

Pharmacists 

v~~rmbers in parentheses are limited doctors. 

a ~ h i s  physician is planning to leave Okgu and return to Seoul in SI ptember 
1981. 

?arm: Okgu Gun, Statistical Yearbook, 197691979, (in Korea). Updated to 
1981 fran interviews with gun_ health officials, July 1981. 



APPENDIX C 

NOTES AND TABLES ON HEALTH 
INSURANCE IN KOREA 



I. HISTORY OF HEALTH INSURANCE DEVELOPMENT IN KOREA 

Medical insurance legislation was first enacted in Korea 
in 1963. However, little was done to implement that legisla- 
tion until 1976 when it was amended and substantially re- 
vised. The revised law of 1976 established a two-pazt medical 
insurance program. The first part (class I) was for workers 
(and their dependents) of large employers (defined in 1981 as 
having LOO or more workers). The second part (class 11) was 
originally designed as a voluntary community-based insurance 
plan for the self-employed, e.g., farmers, and other small 
employers. 

The class I insurance program was made compulsory from the 
outset and was administered by health insurance associations. 
By 1981, it covered 6.5 million beneficiaries (see Table C-1  
for details of coverage and benefits.) Class 11, on the other 
hand, was only made compulsory as of July 1, 1981, in three 
demonstration counties and is administered by the local county 
governments. Total coverage under class I1 in July 1981 was 
around 250 thousand with abo~; 75 percent residing in the three 
counties (see Table C-3) . 

In addition to medical insurance, the Korean government in 
1971 enacted a medical assistance program (called medicaid) for 
the poor and other low income persons. This program started 
with 2.04 million beneficiaries and by 1981 had expanded to 
cover 3.73 million, thus comprising about 9.7 percent of the 
total population (see Table C-2). Finally, in 1979, the 
government launched a health insurance program for governmental 
employees and private school teachers. This program in 1981 
covered 3.87 million persons (see Table C-1). 

Since 1969, a number of experimental and small health 
insurance, programs have operated in various parts of the 
country. (See Table C-3 for detail.) Most of these programs, 
which have been officially defined by the government as class 
11, have been operated by colleges and other voluntary organiz- 
ations. Most programs were fairly small with the maximum num- 
ber of enrollees being in the Busan Blue Cross scheme (22,800), 
which subsequently merged in 1979 into the Okgu voluntary 
health insurance program. All the schemes listed in Table C-3 
were based on a monthly premium structure of between H400 and 
Jd1000 per person per month. There is no first won coverage, 
with hospital and ambulatory benefits for both the principal 
and dependents based on a co-payment rate of about 60-65 per- 
cent. 

(In July 1981, the Government of Korea initiated test class 
I1 health insurance -programs in the three counties, Hongcheon, 
Gunee, and Okgu, where the Korean Health Development Institute 



(KHDI) had carried out their project. Currently, there are 138 
counties in Korea. Based upon the program experiences in the 
three counties, the Government of Korea is planning to expand 
class I1 health insurance coverage to include nine counties by 
1985 and then expand it throughout the 138 counties of the 
country in the 1990s. 



Table C-1. Government Health Insurance Schemes a s  of August 1, 1981 

Insurance Scheme 

Class I 

Government employees 
(mi l i t a ry  personnel and 
pr ivate  school teachers 
included) 

Total  Enrollees Benefits 
(Pr incipals  ) Hospitalization Ambulatory Remarks (fee) 

50% a t  Hospitals An employees pays 1.5%-4.0% of 
70% a t  GP's h i s  salary t o  cover a l l  depend- 

en ts  and an equal amount of money 
is subsidized by the employer. 
Abeut 90% of a l l  class I insur- 
ance belongs t o  the group a t  the  
1.5% level.  

Same as  above For government employees, 1.9% 
of one's sa lary is paid by the 
employee and the same amount is 
s idized by the government. Ebr 
mili tary personnel, 1.44% of 
one's sa la ry  is paid by t he  
employee and the government 
subsidizes the same amount of 
money. 0 
For pr ivate  school teachers, 1.9% cf, 
of salary is paid by oneself ,  
0.76% is subsidized by govern- 
ment, and 1.14% is paid by the 
schoo 1. 



Table C-2. Medicaid Program a s  of July 1, 1981 

Class i f ica t ion  Population 
of ~ e c i p i e n t s  ( ~ e c i p i e n t s )  

Group I 1,556,000 

Group I1 1 ,556,000 

Group III 

Benefits 
Hospitalization Ambulatory 

100% Paid 100% Paid 

50% Paid 100% paid 
(50% paid by govern- 
ment and reimbursed 
by pa t ien t  i n  3 years) 

50% Paid 
20% by Pat ient  

(30% paid by Govern- 
ment and reimbursed by 
pa t ien t  i n  3 years) 

100% Paid 

Remarks 

Government pays WOO to physician 
per day per capi ta  fo r  up to four 
days, and V450 beyond 4 days o r  
beginning w i t h  f i f t h  v i s i t  f o r  
the same symptom fo r  ambulatory 
care. 



Table C-3. Class I1 Health Insurance Schemes a s  of July  1, 1981 

Benefits  

Name of 

Scheme 

Busan Blue 
Cross 

Baiklyung 
I s l and  

Youngdong 

Choonsong 

Jeungpyung 

Samwha 

Koje Is land 
Blue Cross 

3 Demonstra- 
t i o n  
Pro jec t s  

Kangwha 

Responsible 

Organization ~ r e a  

Soc ia l  Chari ty Busan 
Voluntary mnd C i t y  

Korea Red Cross Baiklyung 
Is land 

Individual  Kangneung 
Volunteer 

School of Choonchon 
Pub. Health Ci ty  and 
SNU county 

Cathol ic  Jenugp~ung 
Melynol C l i n i c  Myon 

Soochon Hyang Unsan 
College of Myon 
Medicine 

KO j e Community Koj e 
Health Care Is land 
Corporation - 

Government Hongcheon 
Gunee 
Okgu guns. 

Yousei Univ. Kangwha 
College of Is land 
Medicine 

Enrolled 

Population 

22,848 

9,251 

4,841 

13,000 

2,360 

2,064 

3,326 

76,417 
76,529 
39,023 

1,300 

Fees/Person/ 

Month/ (Won) 

Urban 700 
Rural 350 

P r i n c i p a l  

Hospital i-  Ambula- 

za t ion  to ry  

60% 

70% 

60% 

55% 

70% 

60% 

55% 

70% 

70% 

Dependents 

Hospital i-  Ambula- Date 

za t ion  

70% 

70% 

70% 

65% 

70% 

60% 

65% 

80% 

50% 

to ry  Authorized 

60% 7/29/69 

70% 1 2/6/74 

60% 

55% 

70% 

50% 

55% 

70% 

7G% 

'/ Total  250,959 (0.7% of t o t a l  population of Korea) . - 
2/ Not a government-authorized program. - 



11. HONGCHEON DAEDONG-HOE COOPERATIVE PROGRAM 

The name Daedong-hoe has long been recongized in the Hong- 
cheon area as a community mutual cooperative gathering where 
matters of common community concern were discussed and 
decided. 

There are nine Daedong-hoes, one in each township which 
covers a population of 3,000 to 8,000. In 1980, there were 
13,685 members who paid 543,000 household admission fee and 
541,000 per person per year. If they paid these fees in advance 
they received a discount. They were allowed to make payments 
all at once, quarterly, monthly, or daily, depending on indi- 
vidual circumstances. 

The Daedonq-hoe established by KHDI was expected to pro- 
mote community development, to motivate community participa- 
tion, and to raise living standards through reducing the finan- 
cial burden of a family and community caused by ill health. It 
was intended that through this cooperative, community people 
would gradually realize that community health problems must be 
solved by the people themselves in a cooperative manner. 

Daedong-hoe seeks to: 

Promote and foster community development 
Create funds through collection of membership fees 
Loan funds for farm income generating programs 
Educate community people to positively participate in 
development activities 
Support VHA 
Provide members with primary health care 
Loan funds to members for hospitalization 
Carry out environment81 sanitation, or a nutrition 
improvement program with the support of Saemaul funds 

Daedonq-hoe is a health insurance scheme that provides 
members with (1) free primary health care services at PHUs 
supported by KHDI and (2) loans up to fl200,OOO per family at 2 
percent monthly interest if a family member requires hospi- 
talization. As of December 1978, the 12,117 nembers had made 
35,748 visits to PHUs. As of the end of June 1981, total reve- 
nue was W40,326 thousand, 5420,290 thousand from members, fl8,000 
thousand from KHDI for subsidy, j47,208 thousand from monthly 
interests obtained from borrowers, and jd4,828 thousand from 
bank interest). Out of this total revenue, only fl1,740 thousand 
has been loaned for hospitalization and 54404,000 was reimbursed 
to outmigrants. Currently, Daedonq-hoe has a total of 5438,182 
thousand deposited in the bank from which it can earn approxi- 
mately 20 percent of the deposit in annual interest. The 
J41,740 thousand which has been loaned yields a monthly income 



of 2 percent. The future of this fund is uncertain and the 
local authorities are planning to organize an ad hoc committee 
to decide upon its future. 

111. OKGU VOLUNTARY HEALTH INSURANCE 

KHDI began the experiment of voluntary health insurance in 
Okgu Gun in September 1979 as a mechanism for financing health 
services. By June 1980, the number of enrollees had reached 
10,983. (See Table C-4.) Since Okgu Gun residents had previ- 
ous experience with Blue Cross and Seagrave Insurance plans, it 
is not possible to determine if the total number of new en- 
rollees represents citizens who are experiencing their first 
health insurance program. 

Table C-4. Okgu Voluntary Health Insurance mnthly Enrollment Status 
(1980) 

- 

Jan. Feb. Mar. APr MaY Jun. 

Existing 7,183 7,614 8,072 9,294 10,015 10,628 

Newly enrolled 
Daeya Myon 87 80 212 133 91 101 
Other Myon 344 378 1,010 588 522 339 

Dropout 0 0 0 0 0 8 5 

Accumulated No. 7,614 8,072 9,294 10,015 10,628 10,983 

1/1ncludes the enrollees £ran Gunsan and other myons in Okgu Gun before and 
af ter the program. 

Source: Sung Woo Lee, "Cost and Financing Patterns of PHC at the Camnunity 
Level: Republic of Korea," paper prepared for the WHO/UNICEF 
Workshop on Cost and Financing of PHC, Geneva, December 1-5, 1980. 

The premium role for subscribers was H400 per person. 
Potential subscribers to this program were divided into two 
groups: poor and nonpoor. The subsidized group paid N200/per 
person by KHDI. The nonpoor paid the total premium. The data 



in Table C-5 clearly show that the enrolled rate for the subsi- 
dized group was more than double (120 percent) that of the non- 
subdizsd group. Actual revenues collected for the nonsubsi- 
dized group totaled v643,600. However, revenues for the subsi- 
dized group totaled jV738,6OOm 

Table C-5. Catparison of Enrollment Between the Subsidized and 
Nonsubsidized Groups in Original Target Area (up t;o end of July 1980) 

G r W  Target No. Enrolled No. Enrolled Rate 

Subsidized group 5,401 

Nonsubsidized group 5,189 

Total 10,590 

Source: Sung Woo Lee 'Cost and Financing Patterns of PIE at the Ccmunity 
Ievel: Republic of Korea, paper prepared for the WHO/UNICEF 
Workshop on Cost and Financing of PIE, Geneva, December 1-5, 1980. 

These data suggest that in order to increase the number of 
enrollees and generate more revenue, it may be wiser to subsi- 
dize the premium, indicating an elastic demand for insurance. 

Data from Okgu also revealed that utilization of medical 
services by insurance subscribers more than doubled. Medical 
visits rose from 8.36 per 100 enrollees to 21.68 from September 
1979 to June 1980 (see Figure C-1).  After insurance coverage, 
a changing pattern of consumer choice was evident.As the cost 
of private physician care becanhe less expensive to the 
consumer, its use increased, whereas visits to the PHU and CHC 
decreased. (See Table 2 in text.) Medical expenditures to 
physicians also increased by 16.3 percent from 34.6 percent to 
50.9 percent of the total as indicated in the table below. 





Table C-6. Percentage Distribution of Medical Expenditures 
by Utilized Medical Facility--Canparison of 1979 and 1980 

- 

Outmtient Services Hositalization Total 

Facility 1979 1980 1979 1980 1979 1980 

PHU & QHU 34 . 5 31.5 

Clinic (private) 46.3 63.2 

Hospital 19.2 3.8 

General Hospital - 1.5 

Canposition of 
Total Experditures 57.2 66.8 

Source: Sung Woo Lee, "Cost and Financing Patterns of PHC at the Ccannunity Level: 
Republic of Korea, paper prepared for the WHO/bNICEIF Workshop on Cost 
and Financing of PHC, Geneva, December 1-5, 1980. 
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STATISTICAL TABLES AND FIGURES 



Table D-1.1. Health Xndicators in Selected Countries, 1973 

Crude Crude Life Infant Mor- Pawlation Pawlation 
Birth Rate/ Death Rate/ Expect- tality 1,000 pei Hospi- - per 

Country 1,000 Peoule 1,000 P-le ancy Live Births tdl Ded Physician 

India 41.1 16.3 49.2 139 1 612 4,805 

Indonesia 44.8 18.9 45.4 125 1 , 724 26,367 

Japan 19.2 6.6 73.3 12 96 777 

Korea 24.0 7.0 68.1 38 SO& 2,207 

Malaysia 39.0 9.8 59.4 38 380 4,347 

Philippines 43.6 10.5 58.4 62 855 9 , 097 
Taiwan 26.7 10.2 61.6 18 2,941 3,224 

Thailand 43.7 10.4 58.6 23 847 8,397 

United States 16.2 9.4 71.3 19 135 562 

9 " ~ h e  World Bank source cited above lists the figure 1,923, which apparently excludes 
private facilities with less than 50 beds even though they provide inpatient services. 
If these private clinics are included, the ratio becanes 808 instead of 1,923. We feel 

I 
it is more relevant to report inpatient beds." Chong Kee Park, "The Organization, 
Financing and Cost of Health Care, " in Chong Kee Park, ed., H m  Resources and Social 
Develapnent in Korea, (Seoul, Korea: Korea Developent Institute, 1980) , p. 101. 

Sources: World Bank, Health: Sector Policy Paper, Washington, D.C., March 1975, pa. 
72-75 and pp. 78-79; U.S. Bureau of the CenSU8, Statistical Abstract of the 
United States: 1976, Wa~hi.?gm, D.C., 1976; Ministry of Health and Welfare, 
Kosei Hakusho (White Paper on Welfare), Wyo, 1974; and Ministry of Health 
and Social Affairs, Mafor Statistics of Health and Social Affairs, Seoul, 1977. 



Table D-1.2. Distribution of Diseases at Korean Health Facilities, 
1966 and 1973 

Disease Category 

a Percentage of Total case& 

1966 1973 

Infectious and Parasitic 

Neoplasns 

Endocr ine , Nutritional, and Metabolic 
,Sental Disorders 

Nervous System and Sense Organs 

Circulatory System 

Respiratory System 

Digestive System 

Genito-Urinary Systm 

Canplications of Pregnancy, Childbirths, 
Puerper ium 

Skin and Subcutaneous Tissue 

Anandlies 

Perinatal Morbidity and Mortality 

Sypptuns and 111-def ined Conditions 

Accidents, Poisoning, and Violence 

N = 

*e percentage figures may not equal 100 due to rounding. 

Sources: Data fran *Hospitals, Health Centers, Private Clinics, and Other 
Modern Medical-~acilities," M3HSA, 1973, National ~ i c k a s  and 
Injury Survey. Other data fran Table 111-6, p. 41a, AID, Korea 
Health Demonstration Project Capital Assistance Paper, 
AID-DU:/P-2093, (Washingtan, D.C. : AID, June 2, 1975) . 



Table D-2.1. Mean Travel Time to Reach Ali Fo 
of Care Providers, 1976 and 1979 ( i n  minutes) p 

~ 

Provider of Care 

Area/Year Physician CHP Druggist Herbalist Other Total 

1979 
1976 

Change 

1979 
1976 

Change 

1979 
1976 

Change 

Demonstration 
Total 

1979 
1976 

Change 

1979 
1976 

Change 

Y Table 4 , l l  i n  Song and Kim,  "A Sunmry" 1979, p. 24. 

* Not calculated. 

Sources: Baseline and postevaluation surveys. 



Table D-2.2. Mean Ehcpenditures Paid for Cura 've Care B Received During a 15-Day Period, 1976 and 1979 (in won) 

Provider of Care 

Areaear Physi,cian 3''' QIP ~rug~istl/ ~erbalisa other21 

1979 
1976 
Change 
% Change 

1979 
1976 
Change 
% Change 

Control Area 

Y Adapted fran Table 4 ,l6, in Song and Kim, 'A Sumnary,' 1980, p. 29. 

Y Expenditures per visit. 
3J Expenditures per treatment day. 

Sources: Baseline and postevaluation surveys. 



Table D-2.3. Reasons for Not Receiving Physician or 
CHP Curative Care Among Users of Nonprescribed Medicines During 

a 15-Day Period, 1976 and 1979 
(expressed in % of total responses) 

High Price 
or Low Time 

Areaear Preference Y No Confidence In- Costs Tbtal 

Hongcheon 
1979 
1976 
Change 

Okqu 
1979 
1976 
Change 

Gunee - 
1979 
1976 
Change 

Demonstration 
Totals 

1979 
1976 
Change 

Control 
1979 
1976 
Change 

Y Recipient believes he or she can get well by use of -prescribed medicines. 
I 

2 Recovery will be difficult because condition is too severe or did rat rike to go 
to physician's or CHP1s office. 

High costs of physician's fee or no money to go to physician. 

Sources: 1976 baseline and 1979 postevaluation surveys. Table 483, Song and Kim,  
nA SUUIBKY," 19808 p. 41- 



Table D-3.1. Mean Number of Physici and CHP Visits 
During 1976 and 197 $3 

Demnstration Areas 

Control 
Year/Provider Areas Hongcheon Okgu Gunee Total 

1979 
MD 
CHP 
Subtotal 

Percentage increase 
or (decrease) in 
mean number of 
visi ts/per son/year 

Percentage increase 
or (decrease) in 
mean number of 
physician visits/ 
person/year 

Average number 
physicians in each 
location, 1976 

Average number of 
physicians in each 
l.ocation, 1979 

Average number of 
CHPs in each 
location, 1979 

YMean number of visits during a yqar obtained by multiplying those f ran 
a 15-day period by 24. 

Sources: 1976 baseline and 1979 postevaluat ion surveys. 
Table 4,8, Kun-Yong Song and Eung-Suk Kim, "A Sumnary of Final 
Internal Evaluation on the KHDI Health Project. Evaluating 
Changes in Access to Health Care," paper presented to Joint ROKG/ 
AID Final Evaluation Meeting, September 17-20, 1980, Kyongju, 
Korea, Korea Health Develapnent Institute, Seoul, Korea, 1980, p. 
21., (mimeo) 



Table D-3.2. Uti l izat ion bj 'Qpe of Service Per Pbnth and my i n  Project Counties, 1978 and 1980 

Fac i l i t y  1978 

Health @nter  
Gunee 629 
Honqcheon 599 
Okgu 870 

Substructure 
Gunee Sobo 375 

1/350 Suksan- 

Hongchem Dogoan 
Moolgul 324 
Y euk j u n ~ o n g  

Average Monthly 
Curative V i s i t s  

1978 

25 
24 
34 

15  
14 

Closed 

187 
1 3  

144 

213 
10 

189 

Annual Curative 
Daily Curative Daily Preventive Target Population Contact Rate 

Contacts Contacts i n  1,000's Per Person 
1980 1978 1980 1978 1980 1978 1980 

14 20 24 4.6 4.5 1.0 0.9 
11 11 15 2.8 2.7 1.5 1.2 
3 Closed 9 Closed 2.5 2.4 0.3 Closed 

0 
I 

closed i n  1979 and reopened July 1, 1981. 

Tkble 4,3, p. 52, H a  Cheong Yeon, Primary Health Care i n  Korea: An Pgproach to Evaluation, 
(Seoul, Korea: Korea Developent Ins t i tu t e ,  1980) and 1980 data  provided by KHDI and county 
health s t a f f  . The 12 sample f a c i l i t i e s  f ran the three c a m t i e s  *re picked to oonform to those 
used in the external evaluation conducted ky Dr. Ha Cheong Yeon of KDI. See H a  Cheorq Yeon, 
Primary Health Qre i n  Korea: An Zpproach Evaluation, ( S e a l ,  Korea: Korea T k v e l e n t  
Ins t i tu t e ,  1980). 



Table D-3.3. Utilization by Type of Service Per Month, Korea Health 
Demonstration Project Counties, 1978 and 1980 

Type of Service 

Preventive 
Curative 
Visit ICEI EP Other 'Ii3ta.l 

Facility 1978 1980 1978 1980 1978 1980 1978 1980 1978 1980 

Health Center 
Hongcheon 

Gunee 

Okgu 

Substructure 
Gunee sob0 

Suksan 

Hongcheon Dogoan 

Yeuk j unpyong 

Okgu Hwehyun 

Imsistent categories of data aggregation by and difbrence in the 
"other" category definition make it impossible to provide consistent 
data for each preventive category of service provision. In Okgu Gun for 
example, it is presumed that there are a large number of other preven- 
tive visits and M!H visits. 



~ a b ~ a  M.I 1978 and 1980 Coqarrt iva h t a  For Sleetad h r e l  health F e c l l l t l a  I n  @my Honq&.on, end Chqu Guns, Kwm: Total and Anrega Cost, P rmn t l ve  and h r a t l v a  Contacts. 

1978 
I978 1980 Awrago A n r q  

Total Total Cos t Cost 
Cost Anrag. Anraga C a t  Avarq). Anrega Avarega for for Amrsqa 
t1.000) )ILrb.r of V l s l W  Costpar Qst por (1,000) Mmborof V l s l t J  Cost par &s t  par Cost Curatlvm Prwantlva Cost 
cwront OPntods $ of Total Casts C u s t l n  Cuatlva cu rsn t  Dntects Total Casts C u a t l n  P r m n t  In For A1 1 Cmtect Cmtact For A1 1 

P I a a  b n &  o r a t l a  ~ r m n t l a  Curatlvo P rmn t l va  Contect Contact b n )  Q~rs t lve  P rmn t l vo  Curstlva P rmn t l va  Qntact Contact Contacts Rav1s.d Rovlsd Contacts 

30. 5 32.6 617 484 9,707 2.8W 7,248 
35.2 31.9 415 470 8.260 3,237 437 
24.2 30.3 733 299 C ! a d  C l a d  C1or.d 

3 Tabla 4.2, 0. 50 end 51. Ha 01- Yon. P r l a r y  b l t h  Bra .  Ibtd; 1980. 

OLgu t l g u r n  era actual .qandl tuos provldod by OLpr hml th  dlraetor f o r  1980. Tha o t h r  tro flguras ere a s t b t d  on the besls of (a) colrgutlng tha parsmnal end sa lav  f I g u r n  for  
uch ty# of prronnal I n  0Kh fac l l l t y  and than taklng tho m n  of  three os t l a tas  of  othar costs, a.g., suppllas, drugs, a l ac t r l c l t ~ ,  mtar, tawms, transmrt, and alntanencc Tho n t l a t a s  
arm basd  on (8) Olrgu p . r m t q o s  tor .ad, typa of o t h r  argandlturn f o r  typa ot  teel l l ty .  (b) I978 marego a s t b t n  darlmd f r a  Yoon's bodc, Table 5, . p. W for typo of argandlture and 
fulllty, and (c) the 1978 promrtlon of to ta l  c ~ t y  a m n d l t u a  rap raan td  by that  tacl l l ty .  



Table D-4.2. KHDI Financial Disbursements for Project 
Operating Cost, 1978 and 1980 

Area 

Gunee 
Central 
Gwernment 

][rocdl 
Government 

KHDI 
Subtotal 

Hongcheon 
Central 
Government 

][rocdl 
Government 
KHDI 

Subtotal 

Okgu 
Central 
Government 
Local 
Government 
mx 

Subtotal 

Percentage 
Po" p e p "  KHDI of Total. 
hts Operating 
(1,000 Won) Disbursements 

Percentage 
wtal. p p g  KHDI of Tbtal 
cbsts Operating 

(1,000 Won) Disbursements 

Y Table 8,4, Ha Cheong Yeon, Primary Health Care in Korea, z. cit., 1980, 
p. ll8. 

2/ Total includes only disbursements for opeopeeating casts. 

1/ Fran 1980 financial statements prepared by officials. 



Table D-4 -3. primary H e a l t h  Unit mtal Operating Costs as a Percentage of 
Estimated Total Medical Expenditures Per Household i n  

Demonstration Areas of Korea, 1979 and 1980 

Area 

Gunee 

Hongcheon 

Okgu 

Total 

To derive 1980 figures,  a 25 percent increase i n  household expenditures 
is ut i l ized  to conform to the inf la t ion  i n  medical care pr ices  between 
1979 and 1980- 

Sources: Dr. Yeon Study 1980, Table 8,4, p. 110 . 
Song and K i m ,  Internal   valuation 1980. Table 4, 18, p. 32. 
1980 da ta  collected £ran the three county health directors.  

Table D-5.1. Disposable Incane E l a s t i c i t i e s  of for  Urban and Farm 
Households i n  Korea, 197 

Item Urban Households Farm Households 

Food 

Housing 

Light and Fuel 

Clothing 

Other 

Medical Ekpenditures g 

Y Table 3, Sans Mok Suh, "The Patterns of ~ o v e r t v , "  i n  Chonq Kee Park, 
ed., H&UI &sources and Social Developnent in-&ear ESS~YS on the- 
Korean Ecanomy, Vol. 4, (Seoul, Korea: Korea Developnent Ins t i tu t e ,  

9 Estimated f ran data  i n  Appendix table 5, Choiq Kee Park, '*The Organiza- 
t ion, Financing, and Cost of Health Care," i n  Chong Kee Park, ed., Human 
Resources, ibid., 1980, p. 160. 



Table D-5.2. M31ISA Plan to Finance Primary Health Care System in  Rural 
Areas and for  P a r  Urban Papulations i n  Korea, 1982 Budget 

Item Central G o v e r m t  Provincial and Ownty mtal 

Salaries  
Health Center Staff 2.877 2.877 5 . 754 

Public H e a l t h  Doctors 1.800 1.800 2.600 

QIAs 10.500 10.500 21 . 000 

Total Salaries  16.677 16.677 33.354 

Other Health Subcenter 
Running Cost 0.277 0.277 0.554 

Equipnent for  Health S u b  
centers 0.780 

Health Fac i l i t i e s  1.759 - - - 1.759 - 
Subtotal - 2.816 

Medical Program 39,000 

Total. Government 
Expenditure 58.493 

Source: Government of Korea, Central Gwerrment Budget Estimates: Fiscal  
bear 1982, (Seoul, Korea: Govt. Printer,  1981). - 



Table D-5.3. Average Gun Health Budget Versus Demnstration Areas, 1978 
(in current won) 

Health Health Health lhcal Tax 
Demo~lstration Expenditure Expenditure Revenue Per 

Area Per Capita(1) .!d Per Capita(11) 2/ Per Capita Capita 
- - - - 

1,063 

Gunee 1,199 

Hongcheon 1,011 

Okgu 980 

Other Guns 989 

.!d General budget in p~. 

Sources: Bureau of lacal Financial Administration, Ministry of Hane Affairs, 
Financial Abstract of Local Government, i970; ~ r k y  Health Care 
in Korea, An Approach to Evaluation, Ha Cheung Yeon, Korea Develop 
ment Institute, 1981, p. 123. 



APPENDIX E 

HEALTH STATUS I N  KOREA - 



iiEALTH STATUS IMPACT 

While it was stipulated that the project's purpose was to 
have a direct health status impact, efforts were made by the 
Korean Health Development Institute (KHDI) to assess the health 
status changes which occurred as a result of this project. As 
was pointed out in the early sections of the main body of the 
text and presented in Tables D-1.1 and D-1.2, general indica- 
tors of health status were fairly high according to world and 
Asian standards. Other indicators of health status as pre- 
sented in Table E-1 show considerable improvements since the 
early 1960s. For example, daily per capita calorie intake has 
increased from less than 2,000 calories in the early 1960s to 
nearly 2,700 calories by 1977. Other indicat.ors such as pro- 
tein intake, incidence of typhoid fever, and the prevalence of 
tuberculosis show similar improvements. 

With respect to specific indicators of health status in 
the demonstration areas, little specific change is discern- 
ible. However, limited evidence from Okga % suggests that 
some improvements occurred between 1976 and 1979 in such in- 
dexes as the total fertility rate (TFR) , incidence of acute 
morbidity, and average per capita sick days reported per 
month. (See Table E-2.) 

A. Preventive Health Service Provision 

KHDI provided several preventive health services including 
two important ones--immunization and family planning. The data 
presented in Tables E-3 and E-4 first show that in 1976, more 
people in the three demonstration areas had received vaccina- 
tions than those in the control area. Second, the DPT vacci- 
nation rate increased significantly only in Hongcheon, whereas 
it dropped in Gunee. In general, the changes in the rates of 
those who completed three doses or more appear exactly the same 
in both the demonstration and control areas. (See Table E-3.) 

The vaccination rates of BCG and measles indicate general 
improvement in both Hongcheon and Okgu, whereas BCG vaccina- 
tions dropped slightly in Gunee and the control area; on the 
other hand, measles increased in both areas. The negative 
changes in DPT and BCG vaccination rates in Gunee might be 
attributed to the fact that these two vaccinations had already 
achieved a high coverage level prior to the program (88.3 per- 
cent for DPT and 78.0 percent for BCG). 



Table E-1. Selective Indexes of Health, 1962-1980 

- 
Typhoid Tuberculosis 

Average Nucrient Average protein Fever Morbidity Prevalence 
Year Intake/Adul t@ay ~ntake/Adult/Day Rate per (8) Rate (8) 

Source: Econanic planning Baard, Govermnt of Korea, 1981. 



E-3 

Table E-2. Health Sta tus  i n  Demonstration ard Control Areas 

Okgu Gunee Hongcheon CoDltrol 
Variable 1976 1979 1976 1976 1976 

TFR 3.4 3.0 3.5 4.1 3 6 

Morbidity 110.9 100 87.6 147.3 96.0 
(acute) 

Morbidity 100.3 9 d  123 4 161 3 152.7 
(chronic) 

Healthiness Y 78.8 8 9 V  78.9 68.8 76 . 0 

Per capi ta  2.5 2.0 2 . 6 3.7 2.9 
s ick  days/month 

Y D a t a  are hypothetical. 

Healthiness = No. of healthy -1e x 100 
Sample population 

Source: Background Papers on Health Demonstration Project, KtIDI, 1978, 
PO 285. 



Table E-3. proportion of Target Population Receiving 
DET Vaccines, 1976 to 19793 

Number Demonstration Areas Control 

Receivedfiear Hongcheon Okgu Gunee Total Area 

At least one dose: 

1979 
1976 
Change 

Three or more doses: 

1979 
1976 
Change 

Table E-4. proportion of Target Population Receiving BOG 
and Measles 

1976 to 197 

Number Demonstration Areas Control 

Rece ivedfiear Hongcheon Okgu Gunee Total Area 

BDG 

1979 
1976 
Change 

Measles 

1979 
1976 
Change 

YThe percentages are based on children aged one year only (12-23) months 
old at the t h e  of survey. 

Source: 1976 baseline and 1979 postevaluation surveys. 



The rate of family planning service use increased over the 
1976 to 1979 period in both the demonstration and control 
areas, from approximately 40 percent to 55 percent. (See Table 
E-5.) Thus, by 1979, these rural areas had achieved a compar- 
able family planning service adoption rate in comparison with 
the nation as a whole. The largest increases occurred in the 
use of sterilization, "othern methods, and the loop, with the 
pill and condom dropping in use. 



Table E-5. Changes in the Usage Rates of Family Planning Methods, 1976 and 1979 

Adoption 
Area/Date Oral Pills l A q 3  Condan Sterilization Other No Use Tbtal(N) Rate 

1. Hongcheon 
1979 
1976 
Change in % 

2. Okgu 
1979 
1976 
Change in 8 

3. Gunee 
1979 6.9 14.1 1.4 16.8 10.8 50.0 lOO(418) 50.0 
1976 10 .O 13.1 3.2 2.8 6.2 64.4 lOO(471) 35.6 
Change in % -3.1 1.0 -1.8 14.0 4.6 -14.4 - - m 

I 
Ch 

4. Demonstration totals (1+2+3) 
1979 7.6 12.1 3.7 18.0 12.7 45.9 lOO(1454) 54.1 
1976 8.3 10.2 5.0 6.1 8.5 1.9 lOO(1598) 38.1 
Change in % -0.7 1.9 -1.3 11.9 4.2 -16.0 - - 

5. Control 
1979 
1976 
Change in % 

N = M r  sample = currently mrried wunen aged 44 or under. 

Source: 1976 baseline and 1979 postevaluation survey. 



Table E-6. F&spnses to mest ions  and Wctors (hanging Health Status &conling to 
!Fyp of Person Interviewled 

Gov' t Off ic ia ls  

Physicians 

CHP 

CHA 

VHW 

Herbalists 

Pharmacists 

Midwives 

Insurance 
Off ic ia ls  

Villagers 

Field Health 
m r k e r s  

Impwed Impwed Impmved 
Health Better Fxx>nanic Access to Educational mtal 
Status Hygiene Nutrition Growth Medical Care Level Intetviswed 

Y e s  

Y e s  

Y e s  

Y e s  

Y e s  

Y e s  

Y e s  

Y e s  

Y e s  

Y e s  

Y e s  

Total 



B. Perception of Health Status Change 

During the course of the evaluation, 98 people were asked 
several questions including how they perceived their current 
health status in comparison with 5 years before. The respon- 
dents varied from county chiefs to villagers in remote areas. 
All of them gave positive responses to this question. (See 
Table E-6.) When classifying their response with respect to 
perceived factors most attributed to this improvement, "better 
nutrition" was most frequently mentioned as one of the most 
important reasons for the improvement. This factor was given 
by 79 persons or 80.6 percent of the respondents, which was 
followed in frequency by "improved hygienen 78.6 percent and 
"economic growth" 78 percent. 

Improved access to medical care was the least frequently 
mentioned factor (48 percent). It is particularly noteworthy 
that this factor was the least frequently given by local gov- 
ernment officials, physicians, and villagers, but most fre- 
quently given by CHPs and health insurance officials. 



APPENDIX F 

INCENTIVE STRUCTURE IN HEALTH CARE 
SYSTEM AND THE ROLE OF POLICY 



I. POLICY EFFECTS ON INCENTIVES 

Implementation of a primary health care program requires 
development of a set of new policies and budget allocations by 
governments. Individuals who are already "actors" in health- 
sector programs will react to a greater or lesser extent to 
these changes, depending on how these changes curtail activi- 
ties in which the individuals have an interest. Often, pro- 
jects are not successfully implemented because thought is not 
given to how the new program will affect existing providers. 
Thus, if a policy is to succeed, a majority of the actors must 
perceive that it is in their self-interest to participate in 
and support the implementation process. 

In primary health care programs, one importznt policy 
' change is the expansion of paraprofessional categories of 
health workers and the development of rural-based facilities 
from which such personnel work. For example, it was found that 
the implementation of a primary health care project in rural 
areas of Korea was systematically undermined by the preexisting 
providers who viewed the cadre of workers as unwanted competi- 
tion in their market areas. As a consequence of resistance to 
the new primary health care system, the program was not able to 
obtain a significant share of the market, such that it could 
realize economies of scale and thereby become an economically 
viable program. 

The set of policies implemented in the case of Korea are 
delineated in Table F-1. One can see from the table that there 
were a number of alternative providers in rural areas which 
were differentially affected by the policies which were imple- 
mented in inactive rural primary health care programs. There 
were also many different policies implen~ented by the Korean 
government during the life of these primary health care activi- 
ties. For example, a new paraprofessional cadre were developed 
along with a rapid expansion in the physician pool. Thus, 
there were considerable pressures to change the aggregate set 
of patient choices from consuming services at the primary 
health care facilities to consuming from pharmacists and physi- 
cians. The physicians were able to restrict the medical prac- 
tice of the village health workers by questioning the ''quality 
of caren that the paraprofessionals delivered. This restric- 
tion on medical practice expanded the market share for physi- 
cians and other providers. 

During this same period, the Korean Government expanded 
rural health insurance to cover physician's services. This 
policy had a considerable effect on the consumer's choice of 
whom to go to for care. ~ e f o r e  the implementation of the in- 
surance policy, the average cost to a consumer at a primary 
health care unit was about fl2,000 to j f3 ,000,  exclusive of 
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drugs. As a consequence of introducing the insurance, the 
utilization of the physiciansn services rose and the cost to 
the government in reimbursements increased, as one would ex- 
pect. Altogether, consumersn and providers1 reactions to the 
policies implemented by the Korean Government caused the low- 
cost primary health care program to, in fact, be a high-cost 
proposition. 

Thus, it is important to engage in incentive analysis, 
i.e., to delineete the expected affects of new policies on the 
providers and consumers in an existing health care services 
market. By virtue of engaging in such analyses, one can ascer- 
tain the political strategies necessary for successful imple- 
mentation of a health project. Furthermore, one can better 
determine what the costs of the program will be. This analysis 
is a necessary step in increasing the likelihood of success in 
implementing a true low-cost primary health care system. 



PUBLIC DOCUMENTS RE HEALTH CARE 
DELIVERY AND HEALTH INSURANCE 



Excerpts from the "Law on Special Measures for Health 
Service in Rural Areas1* passed January 1981 
Translated from Korean by Kil-Byong Yoon 

(Former KHDI Researcher) 

Excerpts from the "Law on Special Measures for Health Ser- 
vices in Rural Areasn 

Article 15. On qualification of CHP 
They (CHPs) should be holders of nurse or midwife licenses 

and should finish more than 24 weeks training to be conducted by 
the Ministry of Health and Social Affairs. 

Article 17. On CHPs curative activities and their limitation 
CHP can conduct light or minor curative services, as deter- 

mined by relevant regulations later, for the areas covered by her 
PHU irrespectioe of medical law Article 25. 

Eycerpts from enactment regulation of the "Law on Special 
Measures for Health Services in Rural Areas." 

Article 15. On duty of CHP 
CHP should perform the activities under the guidance of 

Health Center ~irector (usually M O D . )  , as indicated hereunder: 
1. Educate people on health care 
2. Collect health statistics and information 
3. Improve nutrition of people 
4. Address problems of environmental sanitation 
5. Preventive neasures for communicable disease 
6. Farnily planning and MCH activities 
7. Mental hygiene 
8. Supervise village health agent 
9. Minor or lighter curative services or activities as 

stipulated in main art 19. 
Article 19. On the Scope and Limitation of CHPs Curative 

Services 
The scope and limitation of curative activities can be as 

illustrated- hereunder: 
Checking or examination of illness or sickness to 
determine one's illness (or unhealthy status) 
Referral of patients 
Treatment of such light or minor symptoms as the common 
cold or some emergency treatment if needed for an 
emergency patient 
Take necessary action with cases in order to prevent 
worsening the sick or ill symptoms 
Measures for convalescence on follow-up for chronical 
(sic) cases 
Attend normal deliveries and insertion of contraceptives 
for Family Planning 
Vaccination and inoculation 
Supply medication as prescribed by medical doctors 



Chosun Daily Newspaper 
July 30, 1981 

(New Prescription and Pharmaceutical Dispensing System launched 
from September) 

Hongcheon, Okgu, Gunee demonstration areas for class I1 
Insurance as a starting area. 

A new system of doctors giving prescriptions and medicine 
being provided by a designated pharmacist is introduced in Korea 
for the first time. The system is designed to specialize the 
roles of doctors and pharmacists. It will be applied in the 
three demonstration areas beginning on September 1, 1981. The 
designated demonstration areas by the Ministry of Health and 
Social Affairs (MOHSA) as of July 29 are Hongch~on in Kangwon 
Province, Okgu in Chungbuk Province, and Gunee in Kyungbuk 
Province where the MOHSA is demonstrating the Class I1 insurance 
scheme. MOHSA has instructed the designated medical service 
instituting and drug stores to complete the necessary facilities 
by the end of August. 

The MOHSA decided these three areas should be used to test 
the new system for the following reasons: (a) the new system 
will operate in the same areas in which the class I1 health 
insurance scheme has been developed; (b) the number of medical 
service providers in those areas are not enough to take all the 
patients with the insurance cards; and (c) pharmacies are losing 
their business. The present pharmaceutical affairs law allows 
the doct-ors the right to prescribe and this new system developed 
by the MOHSA will allow doctors to prescribe for those who need 
emergency medical care in those three areas. 

The designated medical providers for this new system are 20 
medical clinics and 13 drug stores from a total of 24 drug stores 
in those three areas. The 13 drug stores were considered to be 
able to be equipped fully to take the new system by the end of 
August, 1981. The other drug stores will be included as soon as 
they are ready with necessary facilities for medicine and space. 

To expel medical case abuses pharmacies must expand to stock 
more than three thousand medicines. A further implication of 
this change is that doctors will likely raise their fee to 
compensate for their lost business. 

The main reason most of the developed countries regulate the 
practice of the pharmaceutical distribution is to reduce the 
over-abuse of medicine. It has been discussed for some time in 
Korea to promote the people's health. But with the new system, 
patients have to pay a service charge for both the doctors' 



prescription and diagnosis, and pharmacists filling prescrip- 
tions. There have been reasons why the system has not been 
changed. These include the possible rise of doctors1 fees and 
the small scale of most pharmacies. To fill a doctorus 
prescription, a pharmacy has to be equipped with at least three 
thousand kinds of medicine in a large enough space. Most of the 
advocates for the change came lrom pharmacies in the cities which 
were big enough to meet the requirements. However, medical care 
providers opposed the change. The income of Korean medical care 
providers depends heavily on drug sales. Thus, patients in Korea 
spend more than 40 percent of the total cost of care on 
medicines, whereas patients in the developed countries spend 8-20 
percent on medicine. This percentage difference may be an indi- 
cator oE over-use or abuse of medicine in Korea. This additional 
expenditure only maximizes doctorsu income. Hopefully this new 
system will help to reduce the over use of medicine by doctors. 

The belated application of this new system occurred to solve 
problems resulting from the practice of class 11 insurance. 
Prior to the system change people in those three areas would not 
buy drugs at the drug stores since their insurance premium 
payment covered drugs acquired from physicians. Thus, this 
system is introduced to save the drug stores from a business 
crisis. 

Trial and error is inevitably forseen- For example, how 
will the new system address the problem of the emergency case 
where doctors will not be able to provide medicine without going 
to a pharmacist. Undoubtedly, practical solutions will emerge. 
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Figure H-1. Organizatian Chart for the Korea Institute for Population and Health, August 1981 
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