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Introduction

The amount of public spending on Medicaid, a public program under
which healthcare services are provided for low-income households, has been
increasing rapidly over the last decade or so. Medicaid provides a comprehensive
range of medical services for individuals and families who are beneficiaries of
the National Basic Livelihood Security Program (NBLSP). Along with the
sudden growth of the amount of medical expenses for low-income households,
the amount of public spending on medical benefits and services is growing at
a pace that far outweighs those of other public spending programs, including
education and housing. The rise of public spending on Medicaid seems
unstoppable, despite the fact that the number of NBLSP beneficiary households
and the program’s benefits have been cut by more than half. This situation has
led to skepticism and criticism over the fiscal efficiency of the Medicaid program.
The amount of medical spending per NBLSP beneficiary is growing much more
quickly than the amount of medical spending per non-NBLSP beneficiary. This
is not only because there are more elderly and ill people in the former group,
but also because NBLSP beneficiaries tend to use medical services and benefits
excessively. Evidence of this is in the growth of hospitalization expenses for
NBLSP beneficiaries — for which they are required to pay no out-of-pocket
expenses — which is leading the rise in the total amount of public healthcare
spending.

Of course, we cannot blame the low-income sector only for the
multiplying amounts of public spending on medical services and benefits in
Korea. The rapidly aging population is another main cause of the problem, and
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presents the most significant threat to fiscal stability in Korea in the future.
One of the reasons we ought to worry about the rapid increase in the amount
of public spending on medical benefits for the low-income sector is because
at least 30 percent of these beneficiaries are seniors aged 65 or older, a proportion
that will grow only larger in the future. Moreover, Medicaid benefits, which
have so far been provided in tandem with NBLSP benefits, will begin to be
provided separately in 2015. This change may not only increase the amount
of public spending per beneficiary, but also the entire pool of beneficiaries itself.

This study attempts to forecast mid- to long-term trends in public
spending on Medicaid benefits, with the goal of identifying the risks that
increases in such spending may present to Korea’s fiscal stability. The main
causes of the increase in Medicaid spending are the conversion of the payment
structure toward individual Medicaid benefits, and the aging of the population
at large. This study therefore provides two different forecasts, assuming two
different future situations: (a) a forecast on future spending assuming that the
current NBLSP-with-Medicaid structure is maintained and Medicaid benefits are
provided on the basis of the current definition of the minimum cost of living;
and (b) a forecast on future spending assuming that Medicaid benefits are
provided separately of NBLSP benefits and on the basis of median income.
This study also makes forecasts on future trends in Medicaid spending for each
age group, with a view to identifying and analyzing the future implications of
the aging population.

o Medicaid: Overview

Medicaid, which supports healthcare services for the low-income sector,
provides benefits in tandem with those of the National Basic Livelihood Security
Program (NBLSP). The original legal grounds for Medicaid are found in the
provisions on medical protection in the National Basic Livelihood Security Act
(NBLSA) that was originally put into force in 1961. However, the actual structure
for the implementation of Medicaid benefits did not come into being until the
enactment of the Enforcement Ordinance for the NBLSA in 1969. In the early
days of the legislation, only persons who were unable to maintain their own
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living were eligible to seek out and receive medical care at public or designated
private-sector medical institutions. When the Korean government decided, in the
1970s, to set aside a portion of the medical aid donated by foreign assistance
organizations for the treatment of low-income households, the number of
institutions and practitioners serving the low-income sector began to increase.
In 1977, the Korean government fortified medical protection by enacting the
Medical Protection Act (MPA), treating it as a subject matter separate from
livelihood security. The eligibility criteria, the types and scopes of benefits, and
the out-of-pocket-expense ratio under the MPA kept changing until 2001, when
the MPA was amended and renamed as the current Medical Aid and Assistance
Act (MAAA). The new legislation led to the current Medicaid administration
structure, under which the Central Medicaid Review Committee was created
and the National Health Insurance Service (NHIS) was designated as the main
payer of Medicaid benefits.

Although the MAAA principally seeks to benefit beneficiaries of the
NBLSP, it also contains provisions for the homeless and for certain beneficiaries
of other public social welfare programs.!) Medicaid benefits are divided into
two classes, depending on their types and scopes of coverage. The MAAA divides
medical institutions in Korea into three tiers. The primary institutions include
clinics, community health centers, and county hospitals; the secondary ones,
hospitals and general hospitals; and the tertiary ones, secondary medical
institutions designated by the government to provide Medicaid services. Medicaid
beneficiaries must start with the primary institutions, and may proceed all the
way to the tertiary tier if required. In other words, they must first see medical
practitioners at either community health centers or county hospitals, after which
they can proceed to a higher-tier institution only upon referral. Medicaid benefits
are now a main source of moral hazard in Korea, with over 22.9 percent of
Medicaid beneficiaries receiving benefits and services year round as of 2005

1) In order for homeless persons to be eligible for benefits under the MAAA, he or she must: (1) have no
permanent domicile; (2) have been hospitalized at the current institution by an administrative authority;
(8) have received confirmation by a doctor as a patient in need of emergency care; and (4) have no
one who is bound by duty to support him or her, or have someone bound by duty but unable to
assist due to financial constraints
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(Yu, 2005). The government therefore requires Medicaid beneficiaries who have
received more care and services than their due or who require repeated care
to seek the services they need from selected medical institutions.

Class-1 beneficiaries of Medicaid pay no out-of-pocket expenses upon
being hospitalized. The amount of out-of-pocket expenses these beneficiaries
are required to pay on an outpatient basis ranges from KRW 1,000 to KRW
2,500 only. Class-1 Medicaid beneficiaries are also required to pay only 5 percent
of the total cost of medical imaging treatments such as magnetic resonance
imaging (MRI) and computerized tomography (CT). Elderly beneficiaries aged
75 or older need only pay 20 percent of the cost of dentures. Of the Class-1
beneficiaries, those who are under the age of 18, pregnant, enrolled at secondary
schools, homeless, or carrying a severe or rare disease pay no out-of-pocket
expenses, even as outpatients. Class-2 Medicaid beneficiaries are required to
pay 10 percent of the total cost of their hospitalization, and pay more than their
Class-1 counterparts as they move up the tiers of medical institutions.
Nevertheless, there is a ceiling to the amounts of out-of-pocket expenses paid
by Class-2 beneficiaries, who are entitled to receive part or the entirety of the
expenses they have paid in reimbursements. Should a Class-1 beneficiary spend
more than KRW 20,000 a month on medical benefits, the deductible
compensation system requires that he or she be reimbursed 50 percent of the
excess expenses he or she has paid. Should he or she spend more than KRW
50,000 a month, which is the deductible ceiling, he or she will be reimbursed
the entire amount of the excess expenses. The 50-percent reimbursement applies
to a Class-2 beneficiary who has paid more than KRW 200,000 a month, and
the 100-percent reimbursement applies when he or she has spent more than
KRW 600,000 a month.

Class-1 beneficiaries of Medicaid are NBLSP beneficiaries who meet
certain requirements or qualifications, including those who have been injured
for worthy/public causes; victims of natural or major disasters; national patriots
and heroes; adopted children; persons officially recognized as Important
Intangible Cultural Properties; North Korean settlers; persons who participated
in the Gwangju Democratization Movement; and the homeless and those without
families. It was only in 2012 that homeless people were included in the range
of Class-1 beneficiaries. Class-1 NBLSP beneficiaries include: members of
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households lacking a single breadwinner; residents at social welfare facilities;
and patients with severe or rare diseases. Of the NBLSP beneficiaries, those
who are under the age of 18 or over the age of 65 who have severe disabilities,
are pregnant, have completed military service duties, and/or require medical care
for three months or longer are recognized as Class-1 NBLSP beneficiaries.
NBLSP beneficiaries in households with breadwinners, and who do not meet
the qualifications for Class-1 NBLSP beneficiaries, are categorized as Class-2
Medicaid beneficiaries. The near-poverty group was included in the range of
Medicaid beneficiaries in 2004, before being converted back into National Health
Insurance (NHI) beneficiaries in 2008.

As the Medicaid program in Korea has evolved alongside programs for
protecting livelihood security, Medicaid has traditionally benefitted NBLSP
beneficiaries almost exclusively until now. However, faced with the growing
need to provide affordable medical care for the near-poverty group, the Korean
government extended Medicaid benefits to those in the near-poverty group
suffering from rare or chronic diseases in 2004, and further to the children (aged
12 and under) of near-poverty households in 2005. When Medicaid benefits
were expanded for the near-poverty group to include children under the age
of 18 in 2006, spending for the program began to multiply rapidly. The Korean
government therefore began to roll back Medicaid benefits in 2008, first by
converting the status of near-poverty patients with Class-1 rare or chronic
diseases into NHI beneficiaries, and further by converting the status of patients
with Class-2 rare or chronic diseases and children under the age of 18 into
NHI beneficiaries in 2009. Since 2009, only NBLSP beneficiaries and select
beneficiaries of a handful of other social welfare programs have been eligible
to receive Medicaid in Korea.

The rise of moral hazards among Medicaid beneficiaries eventually led
the Korean government to require even Class-1 beneficiaries to pay small
amounts of the expenses incurred for medical care and services beginning in
2007. At the same time, however, the government also began to provide up
to KRW 6,000 per month for each Class-1 Medicaid beneficiary. The current
Medicaid benefit structure still invites moral hazards, as it reimburses significant
amounts of money that Class-1 beneficiaries pay as outpatients (i.e., 50 percent
of all expenses in excess of KRW 20,000 a month, and 100 percent of all
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expenses in excess of KRW 50,000 a month, per beneficiary), and does not
require that these beneficiaries pay any expenses associated with hospitalization.

Starting in the latter half of 2014, the Korean government will provide
Medicaid benefits individually and separately of NBLSP benefits. Should the
government begin to provide Medicaid benefits for all individuals or households
making 40 percent or less of the current median income, the amount of spending
for Medicaid will begin to multiply exponentially as will the pool of beneficiaries.
The most significant change with the current reform is that the definition of
“poverty” it adopts is no longer based on the minimum cost of living, but rather
on the median income. This switch from an absolute definition of poverty to
a relative one represents a watershed moment in the evolution of social assistance
programs in Korea. Although many have argued the need to adopt this relative
paradigm on poverty in Korea’s social assistance policy, the switch comes with
a new set of downsides and shortcomings heretofore not experienced under the
absolute concept. Moreover, such Medicaid reform is being undertaken without
the benefit of a more extensive and in-depth public debate.

{Table 1-1) Medicaid Reform: Overview

Eigibiity | Benefits Bigbiity |  Benefis

Persons earning | Benefits amounting

Cash benefits amounting Living 30% of median | to 30% of median
to 80% of MCL (not income or less | income

including costs of in—kind Persons earning

Persons | benefits, etc.) Housing 43% of medign | -oc@l standard rent

making income or less | amount
MMM e to no out—of—pocket
cost of I 10 NO OUI—0I—pOCKe Persons earning

living (MCL) expenses for necessary

. o .
medical services (|n— kind Medical 40% of median | Same as present

or less income or less

benefits)

Educational tuition fees, Persons earning

textbooks, etc. (in—kind Education 50% of median | Same as present
benefits) income or less

Source: Ministry of Health and Welfare (internally circulated information)
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o Medicaid spending and benefit structure today

Medicaid spending accounts for almost 50 percent of the total expenditure
of the NBLSP in Korea today. The amount of Medicaid spending multiplied
rapidly from KRW 1.6 trillion in 2001 to KRW 4.4 trillion in 2014, at a rate
of 8.2 percent each year on average. Compare this to the pace of increase in
the amount of NBLSP spending, which was 7.7 percent a year over the same
period. In particular, the expansion of Medicaid to members of near-poverty
households from 2004 to 2006 fuelled a rapid increase in the amount of Medicaid
spending, from KRW 1.8 trillion in 2003 to KRW 3.6 trillion in 2007.
Accordingly, the Korean government brought near-poverty Medicaid
beneficiaries back into the scope of NHI in 2008, beginning with near-poverty
patients with Class-1 rare or chronic diseases in April that year, and following
with near-poverty patients with Class-2 rare or chronic diseases as well as
children (under age 18) in near-poverty households in April the following year.
While this helped somewhat to stem the increase in Medicaid spending from
2008 to 2010, the total amount of public spending on medical benefits and
services has continued to grow nonetheless, including expenditure from the NHI
account for near-poverty households. The City of Seoul, provinces, and
metropolitan cities match local medical spending by 50 percent, 80 percent, and
20 percent, respectively. In the case of provinces in particular, the cities and



Medicaid Spending Forecasts and
Fiscal Efficiency

18

counties in each given province also share the medical spending cost by 6 percent
and 4 percent each, respectively. Increases in medical spending, therefore, can
have a significant impact on local budgets and spending structures. As of 2010,
of the total public medical spending, 24 percent came from local sources, with
the National Treasury funding 77 percent of Medicaid spending on average

(Table 1I-1) Trends in the NBLSP and Medicaid Budgets

(Unit: KRW 100 million)

o 2 NHI budget for
venood soout) || "ot

Livelihood | Medicaid households”
benefits | benefits®
2001 32,419 31,495 12,835 | 15,893 2,767 -
2002 33,819 32,340 12,641 16,901 2,798 -
2003 35,045 33,549 13,130 | 17,612 2,807 -
2004 38,275 36,192 14,449 | 18,810 2,933 -
2005 45,304 42,970 18,404 | 21,325 3,241 -
2006 52,691 50,035 20,293 | 26,623 3,119 -
2007 65,389 62,468 23086 = 35771 3,611 -
2008 67,484 64,551 22,564 | 35,161 6,826 638
2009 73,323 69,397 25193 | 37,908 6,296 1,478
2010 71,119 67,587 24,492 | 35,002 8,093 1,139
2011 74,519 69,613 21,335 | 36,718 11,560 1,335
2012 76,533 71,057 23618 | 39812 7,627 1,546
2013 82,472 76,601 25902 | 42478 8,221 2,107
2014 budget 84,709 79,215 25,240 | 44,366 9,609 2,735
Annual growth rate = 7.67% 7.35% 5.34% 8.22% 10.05% 25.9%

Notes: 1) The NBLSP budget consists of budgets supporting both living security and other self—sufficiency
benefits/services
2) The living security budget consists of benefits for living, medical expenses, and others (e.g.,
housing, education, childbirth and funeral, and grain price discount benefits, etc.)
3) Medical benefits required additional budgets of KRW 450 billion in 2001, KRW 82.3 billion in 2005,
KRW 274.7 billion in 2008, KRW 92 billion in 2009, and KRW 1456 billion in 2013
4) The NHI budget for near—poverty households supports part of the medical expenses of these
households as well as the medical expenses of locally—based NHI subscribers
Sources: Ministry of Health and Welfare, Overview of Budget 2014 and Fund Administration Plans, Guidelines
on Magjor Tasks, each year
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(National Assembly Budget Office, 2013). Municipal and provincial governments
have raised their own medical benefit funds and deposited them with the NHIS
for efficient administration and management thereof.

The total amount of medical benefits spending, as <Table II-1> shows,
grew at a rate of 9.62 percent a year, from KRW 1.9 trillion in 2001 to KRW
5.2 trillion in 2012. Class-1 benefits make up 89 percent, or KRW 4.6 trillion,
of the increased spending, while Class-2 benefits make up only KRW 0.5 trillion
or so. Whereas Class-1 benefit spending has been on a consistent rise, Class-2
spending has rather been decreasing since 2009, as near-poverty patients with
Class-1 or 2 rare diseases and children were once again placed under NHI.
Hospitalization costs, of which Medicaid beneficiaries need not pay anything,
amounted to KRW 2.7 trillion, or 51 percent of the total Medicaid spending,
while outpatient and drug costs, respectively, amounted to KRW 1.5 trillion
and KRW 0.9 trillion. Again, Class-1 Medicaid beneficiaries account for most
of these costs, i.e., KRW 2.6 trillion of hospitalization costs, KRW 1.3 trillion
of outpatient costs, and KRW 0.8 trillion of drug costs. By contrast, costs for
hospitalization, outpatient, and drugs for Class-2 Medicaid beneficiaries have
been steadily decreasing since 2009

Trends in Medicaid Spending for Different Classes of Beneficiaries
(Unit: KRW 100 million)

60,000

50,000

40,000

30,000

20,000 -

10,000

o
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

= Oass-1 ¢ Oass2
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[Figure 11-2] Trends in Different Types of Medicaid Expenses
(Unit: KRW 100 millions)

60,000

50,000
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4]
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

M Hospitalization ™ Outpatient ™ Drug

o Increasing use of medical services and care by Medicaid
beneficiaries

There can be multiple causes for the rise in the amount of Medicaid
spending. These may include the increasing number of Medicaid beneficiaries,
the rising costs of medical treatments and services, and the expanding number
of services and treatments per beneficiary. However, we need to remember that
the number of Medicaid beneficiaries has rather decreased, from 1.57 million
in 2000 to 1.507 million in 2012 as near-poverty beneficiaries were brought
back into the scope of NHI in 2009. Therefore, we should see the steady increase
in the amount of Medicaid spending between 2000 and 2012 as stemming from
the other two of the three causes we listed above. As a matter of fact, the
costs of medical services and treatments have increased by different degrees
over the years, rising by 1.94 percent in 2008, 2.22 percent in 2009, 2.05 percent
in 2010, and 1.64 percent in 2011. In the meantime, however, the amount of
Medicaid spending continued to grow at rates ranging from 4 to 8 percent each
year, well in excess of the pace at which medical service and treatment costs
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[Figure 11-3] Composition of Medicaid Beneficiaries

N
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Source: NHIS, Yearbooks on Medical Benefits Statistics, each year

/(Table 11-2) Composition of Medicaid Beneficiaries Aged 65 or Older

N

(Unit: number of persons, %)

Vear Total Class—1 Class—2
65+ Ratio 65+ Ratio 65+ Ratio

2001 371,664 24.7 329,408 39.6 42,256 6.3
2002 374,365 26.4 340,135 41.0 34,230 58
2003 391,848 27.0 361,176 41.6 30,672 5.2
2004 415,346 27.2 381,244 415 34,102 5.6
2005 452,480 257 404,728 40.6 47,752 6.2
2006 469,374 257 413,826 40.2 55,548 6.9
2007 489,056 26.4 429,816 40.5 56,240 71
2008 486,633 26.4 426,921 M7 59,712 7.3
2009 459,941 274 436,614 421 23,327 3.6
2010 470,227 28.1 449,201 419 21,026 35
2011 460,371 28.6 443,896 40.8 16,475 3.2
2012 454,116 30.1 440,520 416 13,596 3.0

Source: NHIS, Yearbooks on Medical Benefits Statistics, each year
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increased. These facts point to the rising and excessive use of medical services
by Medicaid beneficiaries as the only probable cause for the expansion in the
amount of Medicaid spending.

A. Number of medical services or treatments provided: Total and per
beneficiary

The total number of medical services and treatments provided for
Medicaid beneficiaries grew at a rate of 14.1 percent year-on-year between 2000
and 2012, which is far higher than the rate at which the costs of medical services
and treatments increased. More specifically, the number of medical services and
treatments provided for Medicaid beneficiaries multiplied from 16 million in
2000 to 78 million in 2012. The inclusion of near-poverty patients and children
as Medicaid beneficiaries from 2004 to 2009 may account for this dramatic
increase to some extent. Interestingly, however, the number of medical services
and treatments provided kept expanding from 2010 onwards. In the meantime,

,[Figure 11-4] Trends in the Number of Medical Services and Treatments Provided\
for Medicaid Beneficiaries
(Unit: 1,000s)
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the ratio of eligible Medicaid beneficiaries receiving medical services and
treatments similarly multiplied from 10 percent in 2000 to 52 percent in 2012,
even after near-poverty beneficiaries were excluded in 2010 and particularly
with respect to outpatient services and drug treatments. Whereas the total ratio
of Medicaid beneficiaries seeking medical services and treatments increased at
a rate of 14.5 percent each year, the ratios of outpatients and drug patients grew
by 12.4 percent and 22.2 percent, respectively. The number and ratio of Medicaid
beneficiaries seeking hospitalization services and treatments should be lower than
those of the other two types. Between 2000 and 2012 the number and ratio
of hospitalized Medicaid beneficiaries grew by 9.1 percent and 9.5 percent,
respectively. This is especially significant when we consider the sheer costs of
hospitalization.

Trends in the Number of Medical Services and Treatments Provided
for Medicaid Beneficiaries by Class
(Unit: 1,000s)
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[Figure 1I-6] Trends in the Ratios of Medicaid Beneficiaries Seeking Medical
Services and Treatments by Class
(Unit: number of services or treatments provided per patient)
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B. Number of hospitalization days and outpatient visits: Total and per
beneficiary

Another key indicator associated with the increase in Medicaid spending
is the number of hospitalization days and outpatient visits. This number, like
the number of medical services and treatments provided, has similarly been on
the rise since 2000, even after the exclusion of the near-poverty group from
Medicaid benefits in 2009. Whereas the number of medical services and
treatments provided grew at 14.5 percent a year from 2000 to 2012, the number
of hospitalization days and outpatient visits rose by 5.6 percent per year over
the same period. However, the number of hospitalized patients grew more
noticeably than the number of outpatients. The number of hospitalization days
and outpatient visits per Medicaid beneficiary has also been on the rise since
2009, growing at a rate of about 6 percent yearly, with the margin of increase
more prominent in hospitalization days than in outpatient visits.
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[Figure 11-7] Trends in the Number of Hospitalization Days and Outpatient Visits

by Patient Type
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[Figure 11-9]1 Trends in the Number of Hospitalization Days and Outpatient Visits
per Beneficiary
(Unit: number of days per beneficiary)
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{[Figure 11-10] Trends in the Number of Hospitalization Days and Outpatient Visits
per Beneficiary and by Class
(Unit: number of days per beneficiary)
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C. Number of patients visiting doctors’ offices

The number of Medicaid beneficiaries visiting doctors’ offices amounted
to 1.68 million as of 2012, about 1.1 times greater than the total number of
Medicaid beneficiaries, i.e., 1.51 million. Whereas the number of medical services
and treatments provided has been on a steady rise, the overall number of Medicaid
patients visiting doctors’ offices has been decreasing since the near-poverty group
left the pool of Medicaid beneficiaries. The decrease is especially prominent in
the declining number of Class-2 Medicaid beneficiaries visiting doctors’ offices.
This is in contrast to the case of Class-1 beneficiaries, whose physician visits
actually increased steadily over the years, taking up a 56 percent share in the
total number of visits among all Medicaid beneficiaries in 2001 and rising to
a 71 percent share in 2012. Moreover, while the number of outpatient visits
and the amount of medications prescribed have been dropping since 2009, the
pattern was reversed with the number of hospitalized patients. We may surmise
the rapid rise in the number of hospitalized Class-1 Medicaid beneficiaries —who
are not required to pay out of their pockets for their hospitalization—as a
consequence of the very absence of that payment requirement.

o Amount of medical expenses per capita for each age group

The elderly make up a significant part of the overall Medicaid beneficiary
population, but it is also useful for us to examine the medical expenses of
different age groups. <Table III-12> and [Figures III-3] and [III-4] compare
per capita healthcare spending by age group, and reveal that the threshold age
group in which the amount of medical spending per capita began to exceed
the overall average amount of medical expenses per capita was Group 30-34
in the years leading up to 2009, moving to Group 40-44 in 2009 and 2010,
and up again to Group 45-49 in 2011 and 2012. From this pattern we can
justifiably predict that there will be a continuous rise in the amount of healthcare
spending per capita in the future, as the Korean population ages. In general,
the amount of medical spending per capita becomes significantly high by the
time Medicaid beneficiaries enter their 50s.
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(Table 11-3) Medical Spending per Capita and Age Group (2000-2012)
(Units: KRW 1,000 per capita, %)
Age | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006

Tot 9540 | 12590 | 14299 @ 15235 17079 = 18357 | 21465
(100.0%) | (100.0%) | (100.0%) = (100.0%) = (100.0%) | (100.0%) | (100.0%)

0 583.3 7557 10793 11436 @ 1,196 890.1 1,422.6
(61.1%) | (60.0%) | (755%) @ (751%) @ (70.1%) = (485%) |  (66.3%)

4 469.6 706.2 829.2 785.9 876.5 6512 1,071.9
(492%) | (56.1%) | (58.0%) @ (51.6%)  (51.3%) | (355%) | (49.9%)

o 2526 3739 4313 4128 4525 387.9 526.4
(265%) | (297%) | (30.2%) | (27.1%)  (265%) = (21.1%) | (24.5%)

10-14 1587 2288 2795 2755 3006 330.7 396.6
(16.6%) = (182%) | (195%) | (181%) = (181%) | (180%) & (185%)

1519 179.1 2445 289.4 300.7 330.8 361.0 4187
(188%) | (19.4%) | (202%) | (197%)  (19.4%) = (197%) | (19.5%)

20-24 3482 458.4 5149 566.6 6224 6835 787.3
(36.5%) | (36.4%) = (36.0%)  (37.2%)  (36.4%) | (37.2%) | (36.7%)

o529 8944 | 11178 | 12955 | 13854 | 15095 | 16095 18194
(93.8%) | (88.8%) | (90.6%) = (90.9%) = (884%) @ (87.7%) | (84.8%)

3034 11522 | 13552 | 15965 | 17212 1,864.1 1,9946 = 22543
(1208%) | (107.6%) | (111.6%) | (113.0%) = (109.1%) | (108.7%) = (105.0%)

3530 11459 | 13726 | 15921 16817 18455 | 19752 | 21806
(120.1%) | (109.0%) | (111.3%) = (110.4%) (108.1%) | (107.6%) | (101.6%)

0dd 12045 | 14669 | 16926 | 18173 | 20256 @ 21809 | 24454
(1263%) | (1165%) | (1184%) | (1193%) = (1186%) | (1188%) | (113.9%)

45d0 13976 | 17462 19820 @ 21139 | 23834 | 25784 28864
(1465%) | (1387%) | (1386%) = (1388%) (139.8%) & (1405%) | (134.5%)

054 15660 | 19653 | 21833 | 23553 | 26518 29649 | 33858
(164.2%) | (156.1%) | (152.7%) | (154.6%) = (155.3%) | (161.5%) @ (157.7%)

e5 50 1571.9 | 20192 | 22567 | 23293 | 25903 29567 | 35320
(164.8%) | (160.4%) | (157.8%) = (152.9%) (151.7%) @ (161.1%) | (164.5%)

6064 13394 18816 20600 @ 21789 @ 24519 | 28354 33920
(140.4%) | (1495%) | (144.1%) = (1430%) = (143.6%) | (1545%) | (158.0%)

6569 13232 | 19181 | 21785 | 21633 | 23397 | 2695 | 32154
(1387%) | (152.4%) | (152.3%) = (142.0%) = (137.0%) = (146.9%) | (149.8%)

2074 16304 | 19686 | 21459 @ 24057 < 26921 @ 29853 33922
(1709%) | (156.4%) | (150.1%) | (157.9%) = (157.6%) | (162.6%) @ (158.0%)

75 and 12229 17328 18002 | 19390 | 22365 26266  3217.1
above | (1282%) | (137.6%) | (1259%) (127.3%) | (130.9%) = (143.1%) | (149.9%)
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{Table 11-3) Continued

Age | 2000 | 2001 | 2002 | 2003 2004 2005
Tot 2,279.8 24324 28349 2,961.2 31950 34471
(100.0%) (100.0%) (100.0%) (100.0%) (100.0%) (100.0%)
0 1,0283 1,1140 1,166.0 1,207.8 1,089.0 1,176.2
(45.1%) (45.8%) (41.1%) (40.8%) (34.1%) (34.1%)
- 1,125.2 1,1106 12217 1,097.9 1,048.2 10536
(49.4%) (45.7%) (43.1%) (37.1%) (32.8%) (30.6%)
c o 567.5 581.5 791.6 7033 7267 751.9
(24.9%) (23.9%) (27.9%) (23.8%) (22.7%) (21.8%)
10-14 403.0 3043 521.0 500.4 519.9 547.3
(17.7%) (16.2%) (18.4%) (16.9%) (16.3%) (15.9%)
15219 4313 437.0 5155 514.4 536.1 564.0
(18.9%) (18.0%) (18.2%) (17.4%) (16.8%) (16.4%)
2024 821.1 745.4 714.1 705.6 7217 7498
(36.0%) (30.6%) (25.2%) (23.8%) (22.6%) (21.8%)
P 19245 1,887.1 1.870.1 19253 1,848.1 1.937.6
(84.4%) (77.6%) (66.0%) (65.0%) (57.8%) (56.2%)
30-34 2,362.3 2,437.4 2,607.0 26265 27145 2,860.0
(103.6%) (100.2%) (92.0%) (88.7%) (85.0%) (83.0%)
2539 2,287.4 2,380.8 2,665.3 27796 2,981.8 3,159.5
(100.3%) (97.9%) (94.0%) (93.9%) (93.3%) (91.7%)
Aodd 2,4983 26106 2,868.7 2,982.0 31253 33734
(109.6%) (107.3%) (101.2%) (100.7%) (97.8%) (97.9%)
4549 3047.4 3,172.1 3501.1 36124 38058 40230
(133.7%) (130.4%) (123.5%) (122.0%) (119.1%) (116.7%)
054 3577.5 3,796.7 4217.2 43338 45085 48192
(156.9%) (156.1%) (148.8%) (146.4%) (141.1%) (139.8%)
e550 37428 4,000.0 44831 46387 49482 5,265.5
(164.2%) (164.4%) (158.1%) (156.6%) (154.9%) (152.8%)
60-64 3627.3 38403 43947 45309 48668 51815
(159.1%) (157.9%) (155.0%) (153.0%) (152.3%) (150.3%)
6560 33543 36386 4,062.4 41283 43766 4541.0
(147.1%) (149.6%) (143.3%) (139.4%) (137.0%) (131.7%)
074 34146 3,704.1 4,168.1 42343 44880 45883
(149.8%) (152.3%) (147.0%) (143.0%) (140.5%) (133.1%)
75 and 36095 4,002.6 44368 4,672.1 5,066.7 5,320.8
above (158.3%) (164.6%) (156.5%) (157.8%) (158.6%) (154.6%)

Source: NHIS, Yearbooks on Medical Benefits Statistics, each year
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Trends in Medical Spending Per Capita and Age Group (2000-2012)
(Unit: KRW 1,000 per capita)

6,000.0

5,000.0 -

4,000.0

3,000.0

2,000.0

1,0000 —

00

0 = 59 1014 1519 024 2529 03 B M4 459 5054 5550 6064 6569 70-74 Thand
above

——2000 —#—32001 ——2002 —#—2003 —8—2004 ——2005 ——2006 2007 ——2008 ——2009 2010 2011 2012

o Problems with the current Medicaid spending structure

If we compare Medicaid spending to that of NHI, we can clearly see
the excessive nature of the former. In 2012 Medicaid spending amounted to
KRW 5.2 trillion in total for approximately 1.5 million beneficiaries, who made
up only 3 percent or so of the total national population at that time. NHI spending,
in the meantime, amounted to KRW 48 trillion for 49.66 million people, or
99.3 percent of the national population. NHI spending per capita came to KRW
960,000 in 2012, whereas Medicaid spending per capita amounted to KRW 3.48
million, almost 3.6 times its NHI counterpart. Moreover, Medicaid spending
per capita grew at a yearly rate of 9.6 percent compared to the 8.7 percent
of NHI. Subtract out-of-pocket expenses, and Medicaid spending per capita
amounted to KRW 3.39 million, almost 4.7 times greater than NHI spending
per capita at KRW 720,000.

Medicaid spending per capita is much higher than that of its NHI
counterpart mainly because Medicaid beneficiaries are much more likely to seek
medical services and treatments. Whereas the combined number of
hospitalization days and outpatient visits per NHI holder amounts to 19 days,
the figure rises almost four times to 74 days for a typical Medicaid beneficiary.
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Comparison of Total Spending per Capita: NHI vs. Medicaid
(Unit: KRW 10,000 per capita)
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Comparison of Benefits per Capita: NHI vs. Medicaid
(Unit: KRW 10,000 per capita)
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Comparison of the Number of Hospitalization Days and Outpatient
Visits per Capita/Year: NHI vs. Medicaid
(Unit: number of days per capita)
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Even while considering that the elderly aged 65 or older make up a significant
portion of Medicaid beneficiaries, along with patients of chronic diseases, the
figure remains staggeringly high.

In turn, the radical increases in total Medicaid spending and benefits
per capita reflect the excessive amounts of hospitalization-related expenses of
Medicaid beneficiaries. Over 50 percent of total Medicaid spending goes toward
hospitalization. Medicaid beneficiaries have a tendency toward long-term
hospitalization. Though this tendency appears to suggest the inadequacy of the
care they receive in hospitals, it is in fact a direct result of the absence of
out-of-pocket payment requirements on hospitalization driving up demand. NHI
subscribers spend about 10 days hospitalized each year, with 85 percent of NHI
subscribers staying in hospitals between one and 15 days. By contrast, 16 percent
of Medicaid beneficiaries spend at least 100 days a year in hospitals, and only
56 percent of Medicaid beneficiaries spend 20 days or fewer a year (Kim, 2013).
The average number of days Medicaid beneficiaries spend hospitalized each year
is 83 days, almost 4.6 times the 18 days of NHI subscribers. NHI subscribers
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with illnesses that require outpatient/recovery facility care rather than
hospitalization are required to pay 40 percent of their medical expenses. On
the other hand, Class-1 Medicaid beneficiaries are not required to pay for any
part of their hospitalization expenses. This is another source of the excessively
high hospitalization rate among Medicaid beneficiaries (Kim, 2013). Medicaid
beneficiaries, because they are only required to pay a mere KRW 500 each
for the medications they are prescribed, receive far more expensive prescriptions,
take the prescribed medications much longer, and ingest a much wider range
of medications than their NHI counterparts. The overlapping administration of
medicines and the black-market trading of prescription drugs also remain critical
issues among Medicaid beneficiaries.

Another key problem with Medicaid is that its beneficiaries tend to
receive more benefits than are legally due. Article 8.3 and Appendix 1 of the
Enforcement Rules for the MAAA limit the number of days Medicaid
beneficiaries can claim their benefits. Medical services and treatments for 107
rare and severe diseases, and for 11 chronic diseases including mental and
behavioral disorders, are to be provided for one year. Medical services and
treatments for a Medicaid patient with any of these diseases who is past the
maximum number of legally limited benefit days may receive up to 90 additional
days of care if his or her application for extension is approved. For all other
diseases, the one-year limit applies, renewable twice for up to 90 days each
time. Patients who have received one year of benefits can claim additional
benefits only from or via select medical institutions. However, the extension
requirements and the select-medical-institution rule are not enforced seriously,
with only 10 percent of the subject patients using the select medical institutions
and the rest going elsewhere. The law does not provide for effective sanctions
against this kind of violation (Kim, 2013). The select-medical-institution rule
was originally introduced for the purpose of encouraging Medicaid patients to
maintain steady relationships with their family doctors. Therefore, the current
Medicaid system exempts patients frequenting the select medical institutions from
paying expenses regardless of whether they are past their maximum benefit days.
This institutional arrangement, however, has rather served to drive up the demand
and fuel the moral hazards prevalent among Medicaid beneficiaries (Kim, 2013).
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o Medicaid spending forecast model

The body of established literature on Medicaid spending is surprisingly
small, especially in comparison to the vast amount of literature on national
healthcare expenditure and NHI spending. Medicaid benefits target low-income
households and certain beneficiaries of other social assistance programs.
Therefore, we must first make forecasts on the future distribution of income
levels in Korea. The Medicaid spending forecast model used in this study consists
of two modules. The first module enables forecasting changes in the number
of Medicaid beneficiaries, while the second enables predicting changes in the
amount of Medicaid benefits per capita. The total amount of Medicaid spending
can be obtained by multiplying the products of the two modules together. We
can forecast the number of Medicaid beneficiaries by predicting the number
of subject households. Until now, Medicaid has chiefly targeted households
earning less than the minimum cost of living (MCL). From now on, however,
it will include households earning 40 percent or less of the median income.
The two-module forecast model was used to estimate the numbers of both the
less-than-MCL  households and the 40-percent-or-less-of-median-income
(40%-MI) households. As the elderly aged 65 and older make up a significant
portion of Medicaid beneficiaries, this study also applies the forecast model to
derive estimates on the size of each age group of beneficiaries. As for the number
of household beneficiaries of Medicaid, this study uses the composition of
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households over the last three years as the baseline, the makeup of households
over the last decade in a higher-level scenario, and the composition of households
over the last year in a lower-level scenario. This study also divides per capita
Medicaid spending estimates into three types (i.e., hospitalization, outpatient,
and drug expenses), and then adds them together to estimate total Medicaid
spending per capita.

Medicaid Spending Forecast Model

Number of beneficiaries Per capita spending
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e Forecasts on the number of Medicaid beneficiaries

A. Forecasts on the number of Medicaid beneficiaries: Based on the minimum
cost of living (MCL)

Even though the Medicaid program will be restructured shortly to benefit
not only households earning the MCL or less a year, but also all households
earning up to 40 percent of the median income, the majority of the households
that will benefit under the new scheme will remain the same as those under
the former one. With this underlying assumption, this study first estimates the
number of household beneficiaries of NBLSP earning the MCL or less a year
to determine the baseline number of Medicaid beneficiaries, and then applies
that estimate to Medicaid spending per capita forecasts. Forecasts on the number
of household beneficiaries of NBLSP first involve estimating the respective ratios
of different-sized households receiving NBLSP benefits to the total number of
different-sized households, and then applying those ratios to the number of
household members estimated by Statistics Korea. <Table IV-2> posits the
average ratios of different-sized NBLSP-supported households over the last three
years (2009 to 2012) as the baseline ratios; the average ratios of different-sized
NBLSP-supported households over the last 10 years (2002 to 2012) as the higher
scenario; and the average ratios of different-sized NBLSP-supported households
over the last year (2012) as the lower scenario. We then multiply the number
of NBLSP-supported households by the number of members in each household
to obtain estimates on the number of individual Medicaid beneficiaries. Individual
Medicaid beneficiaries, however, include both the members of NBLSP-supported
households and other-type beneficiaries of other social assistance programs. The
“other type” beneficiaries subject to Medicaid from 2004 to 2008 were
near-poverty households, but they were brought back into NHI in 2008.
Therefore, the estimates in the following sections are based on Medicaid data
from 2009 onward. The following forecasts therefore assume that the ratio of
other-type beneficiaries in Medicaid will remain consistent with the average ratio
observed from 2009 to 2012. <Table IV-7> provides forecasts on the number
of Medicaid beneficiaries in all three scenarios (i.e., baseline, higher, and lower).
This study forecasts that the number of Medicaid beneficiaries will rise to
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2,000,000 or so by 2035 in the baseline scenario, and to 2.4 million and 1.7
million in the higher and lower scenarios, respectively, by 2035.

(Table 111-1) Ratios of NBLSP-Supported Households in Different-Sized

Households
(Unit: %)
. . Total
Benefit Single House House House House House P
ratio households | holds of 2 | holds of 3 | holds of 4 | holds of 5 | holds of 6 households
2001 14.44 5.09 3.42 1.38 1.4 1.63 470
2002 14.10 468 3.09 1.21 1.23 1.47 4.56
2003 1417 453 3.04 1.17 1.18 1.42 464
2004 14.21 450 3.07 1.19 1.21 1.49 479
2005 14.53 455 323 1.28 1.34 1.65 5.07
2006 14.29 4.45 3.17 1.28 1.36 1.69 5.11
2007 14.36 432 2.99 1.22 1.29 1.63 515
2008 14.00 4.09 2.82 1.17 1.28 1.61 5.09
2009 13.90 4.06 2.81 1.21 1.34 1.68 5.18
2010 13.23 3.90 2.68 1.19 1.33 1.70 5.06
2011 12.48 359 2.40 1.08 1.23 1.66 4.81
2012 11.92 3.26 2.11 0.97 1.13 1.55 458
Over last
3 years 12.54 3.58 2.40 1.08 1.23 1.64 4.82
(baseline)
Average 13.80 4.25 2.90 1.20 1.28 1.60 4.89
(higher)
2012 11.92 3.26 211 0.97 1.13 1.55 458
(lower)

Note: The estimated number of NBLSP—supported households in each household size was
divided by the projected total number of households of each size



Medicaid Spending Forecasts and

Fiscal

38

Efficiency

(Table 1ll-2) Estimates on the Numbers of Different-Sized Households

Single

House

House

House

House

House

(Unit: number of households)

Total

N

seholds | holds of 2 | holds of 3 | holds of 4 | holds of 5 | holds of 6 Q:ngﬁglgfs
2015 | 5060551 4990573 3988237 3521897 888051 255695 18,705,004
2016 | 5230202 5142880 4035174 3442983 852,583 244520 18,948,342
2017 5398263 5204741 4078462 3363660 818272 233909 19,187,307
2018 5563449 5447678 4118691 3283085 784805 223774 19421482
2019 5722473 5602017 4155640 3203087 752834 214310 19,650,361
2020 | 5876740 5759043 4187904 3125567 723357 205788 19,878,399
2021 | 6027.684 5914687 4219236 3051511 695577 197,729 20,106,424
2022 | 6175487 6068978 4249733 2980783 669379 190,102 20,334462
2023 6314740 6221493 4275786 2908982 644097  182:883 20,547,981
2024 | 6442808 6373179 4299521 2837242 619645 176085 20,748,480
2025 | 6,560,883 6522763 4320903 2766826 596259 169,705 20,937,339
2026 | 6671074 6666605 4339831 2698803 574055 163688 21,114,056
2027 | 6777282 6799961 4354943 2633576 553158 157,968 21,276,888
2028 | 6882207 6925416 4366297 2570458 533598 152583 21,430,559
2029 6987252 7,045338 4373913 2508963 515179 147,442 21,578,087
2030 7,001,247 7158087 4377,359 2449521 497,835 142540 21,716,589
2031 7,192,420 7,262,604 4376804 2392857 481576 137,860 21,844,121
2032 | 7299243 7357014 4369785 2338903 466340 133368 21,964.653
2033 | 7406849 7441713 4357084 20287587 452188 129105 22,074526
2034 | 7515433 7515819 4330872 2238162 438776 124973 22,173,035
2035 | 7628065 7578969 4317612 2189530 425582 120845 22,260,603

Source

. Statistics Korea, Estimates on the Number of Future Households
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/(Table I1I-3) Estimates on the Number of Other-Type Medicaid Beneficiaries

(Unit: number of persons)

‘ Number of other—type beneficiaries ‘ Rate of yearly increase/decrease

2015 136,734 -
2016 137,232 0.36%
2017 137,705 0.34%
2018 138,148 0.32%
2019 138,561 0.30%
2020 138,944 0.28%
2021 139,298 0.25%
2022 139,620 0.23%
2023 139,905 0.20%
2024 140,166 0.19%
2025 140,395 0.16%
2026 140,583 0.13%
2027 140,724 0.10%
2028 140,824 0.07%
2029 140,886 0.04%
2030 140,902 0.01%
2031 140,864 —0.03%
2032 140,780 —0.06%
2033 140,631 -0.11%
2034 140,429 —0.14%
2035 140,168 —0.19%

Note: Applies the average ratio of other—type beneficiaries in total population estimates
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(Table Ill-4) Estimates on the Number of Medicaid Beneficiaries (Based on the
MCL)

(Unit: number of persons)

I Baseline scenario Higher scenario Lower scenario

Ratio of Ratio of Ratio of
Total number | beneficiaries | Total number | beneficiaries | Total number | beneficiaries
of earning MCL of earning MCL of earning MCL
beneficiaries | or less a | beneficiaries | or less @ | beneficiaries | Or less a
year year year

2015 1,528,016 1,391,282 1,856,598 1,719,864 1,416,872 1,280,138
2016 1,559,138 1,421,906 1,890,440 1,753,208 1,445,982 1,308,750
2017 1,589,690 1,451,985 1,923,790 1,786,085 1,474,581 1,336,876
2018 1,619,847 1,481,699 1,956,578 1,818,430 1,502,820 1,364,672
2019 1,649,560 1,610,998 1,988,507 1,849,946 1,630,647 1,392,086
2020 1,678,825 1,639,880 2,019,939 1,880,995 1,558,062 1,419,117
2021 1,707,675 1,568,377 2,051,002 1,911,704 1,585,099 1,445,801
2022 1,736,035 1,596,415 2,081,714 1,942,004 1,611,681 1,472,061
2023 1,763,633 1,623,727 2,110,718 1,970,813 1,637,546 1,497,640
2024 1,790,817 1,650,652 2,137,977 1,997,811 1,663,021 1,622,855
2025 1,817,688 1,677,293 2,163,613 2,023,218 1,688,193 1,547,798
2026 1,844,250 1,703,666 2,187,643 2,047,060 1,713,067 1,672,484
2027 1,869,294 1,728,571 2,210,097 2,069,373 1,736,525 1,595,801
2028 1,892,766 1,751,942 2,231,553 2,090,729 1,758,497 1,617,673
2029 1,914,789 1,773,903 2,252,365 2,111,479 1,779,104 1,638,217
2030 1,935,401 1,794,499 2,272,203 2,131,301 1,798,387 1,657,485
2031 1,954,664 1,813,800 2,290,772 2,149,908 1,816,427 1,675,562
2032 1,973,090 1,832,310 2,308,866 2,168,086 1,833,701 1,692,921
2033 1,990,964 1,850,333 2,325,900 2,185,269 1,850,477 1,709,846
2034 2,008,018 1,867,589 2,341,872 2,201,443 1,866,505 1,726,076

2035 2,023,990 1,883,822 2,357,024 2,216,856 1,881,537 1,741,369

Note: Estimates on the size of the population earning the MCL or less a year and estimates
on the number of other—type beneficiaries have been added up in each scenario
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Forecasts on the Total Number of Medicaid Beneficiaries (Based
on the MCL)
(Unit: number of persons)
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B. Forecasts on the number of Medicaid beneficiaries: Based on the median
income

Medicaid will be soon extended to benefit all households in Korea earning
up to 40 percent of the median income. Assuming that the ratio of households
earning up to 40 percent of the median income (40%-MI households) indicated
in Statistics Korea’s data on household trends will remain more or less consistent
into the future, this study sought to forecast changes in the future number of
Medicaid beneficiaries. The threshold, 40 percent of the median income, was
deliberately adopted as it benefits a slightly greater number of households than
did the previous MCL rule. According to Statistics Korea, the number of 40%-MI
households amounted to approximately 1.04 times the number of MCL-or-less-
arning households in 2012.
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Household Income Distribution: Median Income and Average Income
(Based on Current Income)
(Units: KRW, frequency)
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Trends in Median Income and Average Income (Based on Market

Income)
(Unit: KRW)
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(Table 11I-5) Distribution of 40%-MI Households of Different Sizes

(Unit: number of persons)

Household Market income) Disposable income Current income
size <Median income 40% | < Median income 40% | < Median income 40%
36,512 4,017 3,195 3,283
2006
(100.00%) (11.00%) (8.75%) (8.99%)
31614 3,481 2,743 2812
2007
(100.00%) (11.01%) (8.68%) (8.89%)
31,583 3,536 2,683 2,777
2008
(100.00%) (11.20%) (8.50%) (8.79%)
31,484 3816 2,803 2,878
2009
(100.00%) (12.12%) (8.90%) (9.14%)
2010 30,792 3,902 2,796 2,864
(100.00%) (12.67%) (9.08%) (9.30%)
2011 30,528 3844 2,785 2817
(100.00%) (12.59%) (9.12%) (9.23%)
2012 29,079 5,199 2,906 2,773
(100.00%) (17.88%) (9.99%) (9.54%)

Source: Statistics Korea, Household Trend Reports, each year

The number of Medicaid beneficiaries, assuming that Medicaid has been
extended to benefit all households earning up to 40 percent of the median income,
was estimated using a process similar to the one used earlier. First, Statistics
Korea’s data on household trends were used to determine the average ratio of
households earning up to 40 percent of the median income between 2006 and
2013. The baseline scenario assumes that this ratio will remain consistent into
the future, akin to the assumption that the average income distribution will move
yearly, but with no significant change in the shape of the curve itself. Given
the fact that the median income amounted to 89 to 92 percent of the average
market income, and 90 to 92 percent of the average disposable income, between
2006 and 2012, this assumption of a consistent ratio is not too far fetched.
The higher scenario assumes that the ratio of 40%-MI households over the last
10 years will remain consistent into the future, while the lower scenario assumes
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that the ratio from the last year alone (2013) will remain as it is. This study
also assumes that the average ratio of other-type beneficiaries to the total number
of households will remain consistent, as in the MCL model.

This study applies Statistics Korea’s estimates on future household size
to estimate the number of individual Medicaid beneficiaries earning up to 40
percent of the median income, and adds to these the estimated number of
other-type beneficiaries. See <Table IV-14> for estimates on the number of
beneficiaries in each scenario. According to the forecast model, the number of
Medicaid beneficiaries will rise to 2.3 million, 2.5 million, and 2.0 million in
the baseline, higher, and lower scenarios, respectively, by 2035. The 40%-MI
model, in other words, shows slight increases in the estimated numbers of
Medicaid beneficiaries in comparison to the MCL model.

'<Table I1l-6) Estimated Ratios of 40%-MIl Households of Different Sizes
(Benefit Rates)

(Unit: %)
Single Households | Households | Households | Households | Households
households of 2 of 3 of 4 of 5 of 6
2006 19.67 490 2.92 1.09 0.97 1.15
2007 20.74 4.81 297 0.98 1.00 1.04
2008 19.66 4.41 277 0.90 0.93 1.07
2009 18.01 410 2.47 0.98 0.80 0.84
2010 16.65 428 2.67 1.01 1.04 0.94
2011 15.43 3.73 2.36 0.89 0.85 0.42
2012 15.59 3.47 213 0.89 0.71 0.97
2013 14.32 3.36 1.93 0.70 0.69 1.02
Over last
3 years 15.89 3.82 2.38 0.93 0.86 0.78
(baseline)
Average |y g4 413 253 093 087 0.93
(higher)
2012 14.32 3.36 1.93 0.70 0.69 1.02
(lower)

Note: Estimates have been recalibrated on the basis of the actual ratios of NBLSP beneficiaries indicated
in Statistics Korea' s Household Trend Reports
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(Table 11l-7) Estimated Number of Medicaid Beneficiaries for Each Scenario
(40%-MI Households)
(Unit: number of persons)

Baseline

Beneficiaries Beneficiaries Beneficiaries
earning less

earning less

than 40% of than 40% of than 40% of
median median median
income income income

rning |
Total earning 'ess

beneficiaries

Total
beneficiaries

Total
beneficiaries

2015 1,635,909 1,499,176 1,921,727 1,784,993 1,435,498 1,298,765
2016 | 1,675,542 1,538,310 1,962,960 1,825,728 1,470,940 1,333,709
2017 1,714,553 1,576,848 2,003,642 1,865,937 1,505,876 1,368,171
2018 | 1,753,076 1,614,928 2,043,665 1,905,517 1,540,400 1,402,252
2019 | 1,791,014 1,652,453 2,082,571 1,944,010 1,574,417 1,435,856
2020 | 1,828,367 1,689,423 2,120,734 1,981,790 1,607,930 1,468,985
2021 1,865,205 1,725,907 2,158,331 2,019,033 1,641,007 1,501,709

2022 1,901,429 1,761,809 2,195,388 2,055,768 1,673,559 1,533,939
2023 | 1,936,628 1,796,723 2,230,450 2,090,545 1,705,205 1,565,300
2024 | 1,971,160 1,830,995 2,263,347 2,123,181 1,736,268 1,596,102
2025 | 2,005,185 1,864,790 2,294,230 2,153,835 1,766,861 1,626,466
2026 | 2,038,719 1,898,136 2,323,192 2,182,609 1,796,998 1,656,414
2027 | 2,070,412 1,920,688 2,350,432 2,209,708 1,825,512 1,684,788
2028 | 2,100,116 1,959,292 2,376,624 2,235,800 1,852,251 1,711,427
2029 | 2,127,979 1,987,093 2,402,183 2,261,297 1,877,343 1,736,456

2030 | 2,154,086 2,013,184 2,426,740 2,285,838 1,900,861 1,759,959
2031 2,178,607 2,037,742 2,449,928 2,309,064 1,922,971 1,782,107
2032 | 2,202,155 2,061,375 2,472,891 2,332,111 1,944,228 1,803,449
2033 | 2,225,089 2,084,458 2,494,852 2,354,221 1,964,950 1,824,319
2034 | 2,247,090 2,106,661 2,515,823 2,375,394 1,984,854 1,844,424
2035 | 2,267,828 2,127,660 2,536,196 2,396,028 2,003,638 1,863,470
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Forecasts on the Number of Medicaid Beneficiaries (40%-MI
Households)
(Unit: number of persons)
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C. Forecasts on the number of Medicaid beneficiaries by age group

From 2000 to 2012, the proportion of the elderly (aged 65 and older)
among total Medicaid beneficiaries remained consistently high, while the
numbers of young beneficiaries aged 15 to 19 and of beneficiaries in their 40s
also remained sizable. In the meantime, children under the age of 10 and
individuals in their 20s and 30s form relatively insignificant groups. No radical
changes took place in this makeup throughout the 12 years from 2000 to 2012.
In recent years, however, the average age of Medicaid beneficiaries has been
rising, as indicated by the rightward shift of the graph.

In order to project the age distribution of future Medicaid beneficiaries,
this study first estimated the ratio of Medicaid-supported households in each
age group, and applied the assumption that the average ratio over the last three
years (2009—2012) will remain consistent into the future (i.e., baseline scenario).
Assumptions that the average ratios of the last 10 years (2000-2012) and of
the last year (2012) will remain consistent into the future also informed the
higher and lower scenarios, respectively, that were used in the sensitivity analysis.
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,[Figure Ill-6] Trends in the Age Distribution of Medicaid Beneficiaries [2000-2012]\
(Unit: number of persons)
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[Figure 11I-7] Yearly Forecasts on the Number of Beneficiaries in Each Scenario
(Unit: number of persons)
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(Table 11I-8) Age Distribution of Medicaid Beneficiaries (2000-2012)

(Unit: %)
Age 2000 2001 2002 2003 2004 2005 2006
0 0.76 0.83 0.71 0.90 1.10 1.82 1.18
1-4 1.52 1.49 1.33 1.39 1.54 3.25 3.18
5-9 2.61 2.61 2.44 2.59 2.78 438 475
10-14 418 4.00 3.73 3.80 4.04 477 5.31
15-19 5.04 483 453 458 475 5.08 5.46
20-24 1.94 1.68 1.54 1.55 1.64 1.85 1.90
25-29 0.97 0.84 0.75 0.74 0.78 0.85 0.85
30-34 1.38 1.25 1.08 1.03 1.06 1.15 1.14
35-39 2.21 2.03 1.83 1.88 1.95 2.10 2.10
40-44 3.12 2.98 2.71 2.68 2.75 2.95 2.95
45-49 3.29 3.09 2.86 2.91 3.04 3.35 3.49
50-54 3.19 2.98 2.80 2.83 2.97 3.32 344
55-59 3.78 3.41 3.03 3.08 3.19 3.54 3.57
6064 523 491 468 456 455 480 4.67
65—-69 8.28 7.69 712 7.01 7.04 7.32 7.21
70-74 11.45 11.02 10.45 10.18 10.07 10.24 10.03
poad | i3g3 1330 1304 1320 1343 | 1403 1380
2009 2011 2012
0 1.53 1.39 1.30 1.40 1.17 1.04
1-4 2.90 2.55 1.64 1.60 1.55 1.43
5-9 475 4.59 274 2.56 2.38 2.15
10-14 5.55 5.67 4.45 4.27 3.92 3.51
15-19 5.73 5.93 5.57 5.50 5.16 467
2024 1.96 212 2.36 2.54 2.53 2.37
25—29 0.82 0.79 0.77 0.78 0.77 0.70
30-34 1.1 1.02 0.96 0.90 0.84 0.75
35-39 2.01 1.85 1.72 1.62 1.45 1.28
40-44 2.95 2.96 2.90 2.75 2.52 2.21
45-49 352 3.44 3.33 3.25 3.05 2.81
50-54 3.46 3.45 3.36 3.39 3.33 3.10
55-59 3.58 3.44 3.24 3.35 3.32 3.11
6064 438 417 3.77 3.75 3.58 3.40
6569 7.20 6.72 5.96 5.85 5.46 4.99
70-74 9.68 9.21 8.18 7.86 7.36 7.13
7 and 1354 1302 11.92 171 10,97 10.31
Note: The table indicates the ratio of Medicaid beneficiaries to the total population of each
age group

Source: NHIS, Yearbooks on Medical Benefits Statistics, each year
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<Table IV-9> shows the age distribution of Medicaid beneficiaries in each
scenario. This study forecasts that the number of Medicaid beneficiaries will
rise to 2.3 million, 2.6 million, and 2.1 million, respectively, in the baseline,
higher, and lower scenarios. The age-dependent forecasts predict a greater total
number of Medicaid beneficiaries than the median-income model, mainly because
the age model is more sensitive to the aging of the population and the
concentration of the elderly among Medicaid beneficiaries. Given the
demographic trends at large, such as the aging of the Korean population, the
number of Medicaid beneficiaries will keep increasing.

(Table 111-9) Yearly Forecasts on the Age Distribution of Medicaid
Beneficiaries in Each Future Scenario

(Unit: %)
Baseline scenario Higher scenario Lower scenario

0 1.20 1.16 1.04
1-4 1.53 1.95 1.43
5-9 2.36 3.18 2.15
10-14 3.90 4.40 3.51
15-19 511 514 4.67
2024 2.48 2.00 2.37
25-29 0.75 0.80 0.70
30-34 0.83 1.05 0.75
35-39 1.45 1.85 1.28
40-44 2.50 2.80 2.21
45-49 3.04 3.19 2.81
50-54 327 3.20 3.10
55-59 3.26 3.36 3.1
6064 3.58 434 3.40
65—-69 5.43 6.76 4.99
70-74 7.45 9.45 713
75 and above 11.00 12.78 10.31

Notes: 1) Baseline scenario: Based on the average age distribution of beneficiaries in the years 2010
through 2012
2) Higher scenario: Based on the average age distribution of beneficiaries in the years 2000
through 2012
3) Lower scenario: Based on the age distribution of beneficiaries in the year 2012
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(Table 111-10) Yearly Forecasts on the Age Distribution of Medicaid
Beneficiaries in Each Future Scenario
(Unit: number of persons)

‘ Baseline scenario ‘ Higher scenario ‘ Lower scenario
2015 1,691,913 1,893,011 1,572,434
2016 1,712,917 1,918,774 1,592,679
2017 1,733,360 1,944,792 1,612,377
2018 1,753,772 1,971,277 1,632,017
2019 1,773,692 1,997,735 1,651,156
2020 1,793,662 2,024,766 1,670,206
2021 1,815,533 2,053,877 1,690,879
2022 1,840,539 2,086,617 1,714,335
2023 1,867,394 2,121,280 1,739,493
2024 1,894,749 2,156,876 1,765,219
2025 1,923,663 2,194,615 1,792,467
2026 1,954,002 2,233,765 1,821,107
2027 1,985,130 2,273,294 1,850,580
2028 2,016,193 2,312,449 1,880,081
2029 2,049,054 2,353,538 1,911,219
2030 2,083,929 2,396,300 1,944,247
2031 2,118,262 2,437,904 1,976,831
2032 2,152,828 2,479,481 2,009,544
2033 2,186,157 2,519,509 2,040,946
2034 2,219,676 2,559,192 2,072,410
2035 2,252,703 2,597,841 2,103,354
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o Model for forecasting Medicaid spending per capita

A. Forecasts on Medicaid spending per capita

Forecasts on Medicaid spending per capita are based on past time series
trends. This study uses data on monthly Medicaid spending of the last 12 years
from 2000 to 2012 to produce forecasts on different types of spending, i.e.,
hospitalization costs, outpatient costs, and drug costs. The time series data on
Medicaid spending per capita show clear patterns and trends, but forecasting
would be more effective if these patterns and trends were removed by dividing
the spending data into different types of medical services and benefits provided.

[Figure 111-8] Yearly Trends in Medical Spending per Capita (2000-2012)
(Unit: KRW 1,000 per capita)
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[Figure 111-9]1 Monthly Trends in Medicaid Spending per Capita (January
2000-December 2012)
(Unit: KRW 1,000 per capita)
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The existing literature on the time-series model for forecasting Medicaid
spending also includes, for the most part, the consumer price index (CPI) as
an explanatory variable, and uses the ARMA process model that includes monthly
dummy variables (Shin, 2006; Roh et al., 2008; Choi, 2008). Seasonal trends
were eliminated by adding monthly dummy variables to the following formula
for the ARMA (1,1) process:

12

Yy = Eaidi.t + Bz, t+e
i=1

€= —1 Ty Ty,

Where y, stands for spending per capita; d;,, for monthly dummy
variables; and z,, the CPl. The augmented Dickey-Fuller unit root test led to
the rejection of the null hypothesis that, with time trends considered, the
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hospitalization, outpatient, drug, and total Medicaid costs per capita carry unit
roots. <Table IV-20> summarizes the outcomes of the time-series model for
forecasting hospitalization, outpatient, and drug costs per capita. Monthly forecasts
on these costs per capita, based on these estimates, are summarized in <Table
IV-21>. Monthly cost forecasts were added up to yield yearly costs per capita.

f (Table 111-11) Time-Series Model Forecasts on Medicaid Costs per Capita

Incizr:;rl;(li:nt Hospitalization Outpatient
Jaary 204,078 —64.248" 93514 —350.646
(15.576) (5.229) (30.306) (13.42)
February —208.284" 68287 95851 361,177
(15.427) (5.342) (30.676) (14.061)
March —203.488" 65046 —97.701" —354.936
(15.304) (5.033) (31.168) (13.875)
At 204,623 —-67.057 946917 —355.047"
(15.388) (5.079) (31.052) (13.26)
May 200694 —61.904 94527 —345.786
(15.258) (5.007) (31.077) (13.268)
Jure 204,006 64,777 —95.440" 352882
(15.041) (4.89) (30.869) (12.828)
Ly —202.501" 60,992 94829 346,961
(15.472) (4.898) (31.04) (12.934)
August —200.606" 63697 95478 348392
(15.04) (5.07) (30.914) (13.853)
Seplember —205.261" 65763 -96.187 —355.799
(15.745) (5.502) (30.815) (14.173)
October —200.418" 64,105 —96.425 —349.556
(15.508) (5.035) (30.674) (13.919)
Novernber —203.745 " -62.937 -92.086 " —347.415
(15.224) (5.054) (30.707) (13.913)
Decerber —201.692" —-62.820" 94,078~ —347.241"
(15.097) (5.912) (30.614) (14.276)
P 326519 136.804 139653 595,006
(17.336) (5.623) (37.745) (14.892)
AR 0.942" 0842 0985 0.820"
(0.108) (0.219) (0.022) (0.338)
MA() 0876 —0.763" —0.687" -0.760"
(0.134) (0.253) (0.056) (0.377)

ko kk o kkk

Note: The asterisks,
percent, respectively

signify statistical significance levels of 10 percent, 5 percent, and 1
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(Table 111-12) Forecasts on Medicaid Costs per Capita by Year and Type
(Unit: KRW 1,000 per capita)

N

Total per capita Hospitalization Outpatient
2015 3,885.8 2,010.4 1,092.1 719.2
2016 4,128.9 2,141.4 1,148.0 782.9
2017 43793 22777 1,205.5 847.2
2018 4,652.5 2,427.0 1,268.4 916.0
2019 4,939.1 2,584.0 1,334.3 937.2
2020 5,231.4 2,744.2 1,401.6 1,059.1
2021 5,625.2 2,905.4 1,469.1 1,130.8
2022 5,816.2 3,065.0 1,536.1 1,201.4
2023 6,105.3 3,223.6 1,602.6 1,271.2
2024 6,394.3 3,382.2 1,669.0 1,340.6
2025 6,684.5 35414 1,735.8 1,410.1
2026 6,975.6 3,701.1 1,802.8 1,479.5
2027 7,268.6 3,861.9 1,870.2 1,549.3
2028 7,561.7 4,022.7 1,937.6 1,6189
2029 7,855.7 4,184.0 2,005.2 1,688.5
2030 8,149.7 43453 2,072.8 1,758.1
2031 8,443.1 4,506.3 2,140.3 1,827.4
2032 8,734.6 4,666.2 2,207.4 1,896.2
2033 9,025.8 4,826.0 2,274.4 1,964.9
2034 9,318.2 4,986.4 2,341.6 2,033.8
2035 9,609.8 5,146.5 2,408.7 2,102.5
Note: “a” “b,” “c,” and “d” stand for the yearly Medicaid cost per capita, estimated using ARMA (1,1).
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B. Forecasts on Medicaid costs per capita for each age group

In forecasting Medicaid costs per capita for each age group, the
underlying assumption was that the makeup of Medicaid costs would remain
consistent in each age group, so that the Medicaid costs per capita of each group
would maintain the same ratio to Medicaid costs per capita on the whole. <Table
IV-23> shows the average makeup of different types of Medicaid costs per capita
for each age group over the past 10 years. The average weight of each age
group was applied to estimates on overall Medicaid costs per capita. <Table
IV-24> and <IV-27> show projections for the hospitalization, outpatient, and
drug costs per capita for each age group.

(Table 111-13) Average Ratios of Medical Costs per Capita for Each Age Group

(Unit: %)
Hospitalization Outpatient

0 53.7 87.4 26.6 18.6
1-4 454 35.9 56.2 515
5-9 254 148 39.6 284
10-14 17.6 10.7 285 16.7
15-19 18.6 13.7 276 15.9
20-24 320 30.3 411 215
2529 79.4 86.5 91.8 38.5
30-34 102.2 112.5 118.0 476
35-39 103.0 113.2 1158 55.0
40-44 111.2 123.0 1184 69.2
45-49 132.5 146.7 134.4 938
50-54 153.2 167.2 1493 1241
55-59 1568.8 163.7 154.9 1562.2
60-64 150.8 140.4 151.8 175.8
65-69 143.6 1235 144.6 195.0
70-74 152.2 136.7 142.8 2103
75 and above 145.6 152.8 114.3 181.1
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(Table 1lI-14) Forecasts on Total Medical Costs per Capita for Each Age Group
(Unit: KRW 1,000 per capita)

| 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025

0 | 2085 2216 2350 2496 2650 2807 2965 3121 3276 3431 3587
1-4 | 1764 1874 1988 2112 2242 2375 2508 2640 2772 2903 3035
5-9 988 1050 1,114 1,183 1256 1,330 1405 1479 1553 1626 1,700
10-14 = 683 725 769 817 868 919 971 1022 1072 1,123 1,174
15-19 | 724 770 816 867 91 975 1030 1084 1,138 1,192 1246
2024 | 1245 1323 1403 1491 1582 1676 1770 1863 1956 2049 2,142
25-29 3085 3277 3476 3693 3921 4153 4386 4617 4846 5076 5306
30-34 | 3970 4219 4474 4754 5046 5345 5645 5943 6238 6533 6830
35-39 | 4003 4253 4511 4793 5088 5389 5692 5992 6289 6587 6886
40-44 | 4323 4593 4872 5176 5495 5820 6,147 6471 6792 7.114) 7.436
45-49 | 5149 5472 5803 6,165 6545 6933 7.322 7708 8091 8474 8858
50-54 5952 6324 6707 7126 7.565 8012 8462 8908 9351 9794 10238
55-59 | 6,170 6556 6953 7.387 7.842 8307 8773 9235 9694 10153 10614
60-64 5861 6227 6605 7017 7449 7,890 8333 8772 9208 9644 10081
65-69 = 5581 5930 6290 6682 7.094 7.514 7936 8354 8769 9,184 9601
70-74 | 5916 6286 6667 7.083 7519 7964 8412 8855 9295 9735 10,177

5659 6,013 6378/ 6,776 7,193 7,619 8047 8471 8891 09312 9735

| 2006 | 2027 | 2008 | 2029 | 2030 | 2031 | 2082 | 2033 | 2034 | 2035

0 3,743 3900 4,058 4215 4373 4530/ 4687 4843 5000 5,157
1-4 3,167| 3,300/ 3,433 3566 3,700 3,833 3965 4,098 4230/ 4363
5-9 1,774) 1,849 1,923| 1,998 2,073 2147 2221 2295 2370 2444

10-14 1,225 1,277 1,328/ 1,380 1,432] 1,483 1534 1586 1,637 1,688
15-19 1,300, 1,355 1,409 1464 1519 1574 1,628 1,682 1,737 1,791
2024 2,235 2329 2423 2517 2611 2705 2,798 2892 2985 3,079
25-29 5537 5770/ 6,002 6,236 6469 6,702 6933 7,165 7,397| 7,628
3034 7127 7,427 7,726) 8027 8327 8627| 8925 9222 9521 9819
35-39 7,186 7,488/ 7,790 8,093 8395 8698 8998 9,298 9599 9,900
40-44 7,760) 8086/ 8412 8739 9067 9393 9717 10,041 10366 10,691
45-49 9,244 9,632 10,021 10,410/ 10,800 11,189 11,575 11,961 12,348 12,735
50-54 | 10,684 11,133] 11,582 12,032 12,482 12,932 13378 13,824 14,272 14,719
55-69 | 11,076, 11,541 12,007 12,473 12,940 13,406| 13,869 14,331 14,796 15,259
6064 | 10,520 10,962 11,404 11,848 12,291 12,734 13,173 13,612 14,053| 14,493
6569 | 10,019] 10,440 10,861 11,283 11,706 12,127 12,546 12,964 13,384 13,803
70-74 | 10,620 11,066 11,512 11,960 12,407 12,854 13,298 13,741 14,186 14,630

Zai::;j 10,159 10,586 11,012 11,441 11,869 12,296 12,721 13,145 13571| 13,995

Note: Forecasts on total Medicaid cost per capita for each year (irrespective of age group) were multiplied
by the ratio of total Medicaid cost per capita for each age group to the total Medicaid cost per capita
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o Forecasts on Medicaid spending

This study forecasts changes in Medicaid spending for both scenarios:
(a) where the current MCL standard is kept intact; and (b) where the current
MCL standard is replaced by the 40 percent or less of median income standard.
This study found that the adoption of the latter standard would lead to a
significant and dramatic increase in Medicaid spending, as the standard would
raise the number of eligible beneficiaries.

A. MCL model

Forecasts on total Medicaid spending were obtained by multiplying
forecasts on the number of beneficiaries by forecasts on spending per capita.
<Table IV-16> indicates the forecasts from the baseline scenario, while <Table
IV-17> lists the outcomes of sensitivity analyses of each scenario. The baseline
scenario shows that total Medicaid spending would increase from KRW 5.8 trillion
(0.4 percent of GDP) in 2015 to KRW 19.5 trillion by 2035 (or 0.52 percent
of GDP). The higher scenario forecasts that total spending would rise to KRW
22.7 trillion (0.61 percent of GDP), while the lower scenario forecasts KRW 18.2
trillion (0.48 percent of GDP) by 2035, respectively. The pace of increase in
Medicaid spending, and in its proportion to GDP, is expected to slow down a
bit beginning in 2029, but will continue to rise steadily until 2035 or so.

(Table 111-15) Medicaid Spending Forecasts for Each Scenario (MCL Model)

(Unit: KRW 1,000)
Year | Baseline scenario | Higher scenario | Lower scenario
2015 5,839,558,348 7,095,288,949 5,414,804,835
2016 6,349,196,724 7,698,341,681 5,888,396,354
2017 6,883,955,776 8,330,734,834 6,385,489,059
2018 7,469,698,172 9,022,484,861 6,930,044,384
2019 8,091,822,491 9,754,508,201 7,508,502,813
2020 8,738,048911 10,5613,501,865 8,109,494,769
2021 9,401,212,956 11,291,321,380 8,726,398,313
2022 10,073,357,987 12,079,166,136 9,351,796,109
2023 10,753,426,995 12,869,717,377 9,984,635,076
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{Table 111-15) Continued

Year ‘ Baseline scenario ‘ Higher scenario Lower scenario
2024 11,446,579,715 13,665,560,727 10,629,728,157
2025 12,1565,425,714 14,468,733,975 11,280,455,742
2026 12,879,170,009 15,277,230,754 11,963,067,911
2027 13,610,869,327 16,092,350,776 12,644,135,274
2028 14,345,527,897 16,913,242,339 13,327,886,421
2029 15,084,242,531 17,743,583,470 14,015,344,821
2030 15,824,378,841 18,578,166,582 14,704,115,924
2031 16,563,911,968 19,412,102,722 15,392,479,127
2032 17,303,614,845 20,248,309,209 16,081,202,739
2033 18,048,590,426 21,084,867,068 16,775,039,188
2034 18,798,772,377 21,924,259,535 17,473,947,862
2035 19,5647,002,578 22,763,329,097 18,171,237,802

(Table 111-16) Medicaid Spending-to-GDP Ratio Forecasts for Each Scenario (MCL

Model)
Year \ Baseline scenario \ Higher scenario \ Lower scenario
2015 0.40% 0.49% 0.37%
2016 0.41% 0.50% 0.38%
2017 0.42% 0.51% 0.39%
2018 0.43% 0.52% 0.40%
2019 0.44% 0.53% 0.41%
2020 0.45% 0.54% 0.42%
2021 0.46% 0.55% 0.43%
2022 0.47% 0.56% 0.43%
2023 0.47% 0.57% 0.44%
2024 0.48% 0.57% 0.45%
2025 0.49% 0.58% 0.45%
2026 0.49% 0.58% 0.46%
2027 0.50% 0.59% 0.46%
2028 0.50% 0.59% 0.47%
2029 0.51% 0.60% 0.47%
2030 0.51% 0.60% 0.47%
2031 0.51% 0.60% 0.48%
2032 0.52% 0.60% 0.48%
2033 0.52% 0.60% 0.48%
2034 0.52% 0.61% 0.48%
2035 0.52% 0.61% 0.48%

Note: Medicaid spending—to—GDP ratios are based on forecasted costs for hospitalization, outpatient

visits, and drugs
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B. Median income (MI) model

The same forecasting procedure used in the MCL model was applied
in the MI model as well. As the MI standard (benefitting households earning
up to 40 percent of the median income) will increase the number of Medicaid
beneficiaries over the MCL model, the MI model produces forecasts slightly
higher than those of the MCL model. <Table IV-32> and <IV-33> forecast
that Medicaid spending will rise to KRW 21.9 trillion, or 0.58 percent of GDP
in the baseline scenario, by 2035, which is about 0.06 percentage points higher
than the MCL forecast. As <Table IV-44> shows, the higher scenario predicts
that spending will rise to KRW 24.5 trillion (0.65 percent of GDP), while the
lower scenario forecasts KRW 19.4 trillion (0.52 percent of GDP). As with
the MCL model, the MI model also forecasts that Medicaid spending and its
proportion to GDP will consistently rise until 2035, but at a slower pace than
the MCL model predicts.

(Table 111-17) Medicaid Spending Forecasts for Each Scenario (MI Model)

(Unit: KRW 1,000)
Year ‘ Baseline scenario ‘ Higher scenario ‘ Lower scenario
2015 6,251,891,656 7,344,189,936 5,485,989,192
2016 6,823,221,604 7,993,661,151 5,990,033,658
2017 7,424,659,707 8,676,524,051 6,521,008,460
2018 8,084,066,040 9,424,074,340 7,103,340,511
2019 8,785,717,214 10,215,933,813 7,723,213 977
2020 9,516,397,844 11,038,125,836 8,369,050,870
2021 10,268,456,455 11,882,196,588 9,034,187,470
2022 11,033,059,980 12,738,760,648 9,710,842,744
2023 11,808,233,892 13,599,761,372 10,397,178,623
2024 12,599,298,270 14,466,903,000 11,097,910,271
2025 13,409,277,158 15,342,209,326 11,815,530,128
2026 14,237,232,549 16,223,826,406 12,549,189,193
2027 15,075,262,032 17,114,170,201 13,292,076,782
2028 15,917,062,863 18,012,755,091 14,038,462,387
2029 16,763,703,903 18,923,813,223 14,789,248,186
2030 17,612,410,576 19,841,704,271 15,541,968,139
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{Table 111-17) Continued

Year ‘ Baseline scenario ‘ Higher scenario ‘ Lower scenario

2031 18,461,607,511 20,760,797,669 16,295,343,042
2032 19,312,474,007 21,686,776,802 17,050,507,314
2033 20,170,987,733 22,616,459,338 17,812,762,550
2034 21,036,924,393 23,552,763,087 18,581,906,409
2035 21,901,908,663 24,493,710,799 19,350,448,343

Note: Based on forecasted costs for hospitalization, outpatient visits, and drugs

(Table 111-18) Medicaid Spending-to-GDP Ratio Forecasts for Each Scenario (MI

Model)
Year ‘ Baseline scenario ‘ Higher scenario ‘ Lower scenario
2015 0.43% 0.51% 0.38%
2016 0.44% 0.52% 0.39%
2017 0.46% 0.53% 0.40%
2018 0.47% 0.54% 0.41%
2019 0.48% 0.56% 0.42%
2020 0.49% 0.57% 0.43%
2021 0.50% 0.58% 0.44%
2022 0.51% 0.59% 0.45%
2023 0.52% 0.60% 0.46%
2024 0.53% 0.61% 0.47%
2025 0.54% 0.62% 0.47%
2026 0.55% 0.62% 0.48%
2027 0.55% 0.63% 0.49%
2028 0.56% 0.63% 0.49%
2029 0.56% 0.64% 0.50%
2030 0.57% 0.64% 0.50%
2031 0.57% 0.64% 0.50%
2032 0.58% 0.65% 0.51%
2033 0.58% 0.65% 0.51%
2034 0.58% 0.65% 0.51%
2035 0.58% 0.65% 0.52%

Note: Medicaid spending—to—GDP ratios are based on forecasted costs for hospitalization,
outpatient visits, and drugs



Medical Spending Forecasts

61

C. Age group model

This study also made forecasts on Medicaid spending by age group based
on the MI-model forecasts. <Table IV-46> and <IV-48> show the distributions
of hospitalization, outpatient visits, and drug costs among age groups under the
MI model in the baseline scenario. <Table IV-49> lists forecasts on Medicaid
spending by hospitalization, outpatient visits, and drug costs. <Tables IV-50>
and <IV-51> show Medicaid spending forecasts for different scenarios. <Table
IV-52> summarizes Medicaid spending forecasts for different scenarios.

(Table 111-19) Medicaid Spending Forecasts for Each Scenario (Age Group Model)
(Unit: KRW 100 million)

Year ‘ Baseline scenario ‘ Higher scenario ‘ Lower scenario
2015 72,609 82,385 67,849
2016 79,031 89,745 73,871
2017 85,817 97,558 80,238
2018 93,258 106,156 87,222
2019 101,180 115,350 94,656
2020 109,462 125,002 102,420
2021 118,076 135,066 110,490
2022 126,968 145,479 118,815
2023 136,120 156,219 127,384
2024 145,616 167,404 136,285
2025 155,492 179,089 145,551
2026 165,733 191,233 155,166
2027 176,335 203,809 165,126
2028 187,235 216,751 175,372
2029 198,555 230,189 186,016
2030 210,333 244,131 197,093
2031 222,441 258,421 208,482
2032 234,783 272,955 220,036
2033 247,294 287,664 231,832
2034 260,076 302,654 243,813
2035 273,054 317,823 255,969

Note: Based on forecasted costs for hospitalization, outpatient visits, and drugs for each age group
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The age group model forecasts that total Medicaid spending will rise
to KRW 27.3 trillion, or 0.73 percent of GDP, by 2035, which is KRW 5.4
trillion or 0.15 percentage points higher than predicted by the MI model. More
specifically, the higher scenario forecasts that spending will increase even higher
to KRW 31.8 trillion or 0.85 percent of GDP by 2035, while the lower scenario
predicts that spending will rise to KRW 25.6 trillion or 0.68 percent of GDP.
The age group model projects that the ratio of Medicaid spending to GDP will
continue to expand consistently until 2035 without slowing down. This is because
the continued aging of the Korean population will only increase the amount
of medical spending on the elderly.

(Table 111-20) Medicaid Spending-to-GDP Ratio Forecasts for Each Scenario
(Age Group Model)

(Unit: %)
Baseline scenario Higher scenario Lower scenario
2015 0.50 0.57 0.47
2016 0.51 0.58 0.48
2017 0.53 0.60 0.49
2018 0.54 0.61 0.50
2019 0.55 0.63 0.52
2020 0.56 0.64 0.53
2021 0.58 0.66 0.54
2022 0.59 0.67 0.55
2023 0.60 0.69 0.56
2024 0.61 0.70 0.57
2025 0.62 0.72 0.58
2026 0.63 0.73 0.59
2027 0.65 0.75 0.60
2028 0.66 0.76 0.61
2029 0.67 0.77 0.62
2030 0.68 0.79 0.64
2031 0.69 0.80 0.65
2032 0.70 0.81 0.66
2033 0.71 0.83 0.67
2034 0.72 0.84 0.67
2035 0.73 0.85 0.68

Note: Medicaid spending—to—GDP ratios are based on forecasted costs of hospitalization, outpatient
visits, and drugs
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Conclusion

This study predicts that the current trend of increase in Medicaid spending
in Korea will continue well into the next two decades and beyond due to the
aging population and the accompanying rise in the amount of medical expenses
for the elderly. The results of analyses of different types of medical spending
by age group formed the basis of our forecast that Medicaid spending will likely
increase from 0.68 to 0.85 percent of GDP by 2035. Medicaid spending may
be insignificant in comparison to spending incurred in major social security
programs, such as NHI and the National Pension. Nevertheless, the unstoppable
increase in the amount of Medicaid spending over the last decade or so and
the prevalent moral hazards of excessive hospitalization and drug overuse among
Medicaid beneficiaries strongly point to the need to improve the effectiveness
and efficiency of Medicaid benefits. As the Korean government continues to
expand public medical benefits and even convert items of non-paid benefits into
paid benefits, we must guarantee the sustainability of Korea’s fiscal policy by
ensuring maximum efficiency in all accounts and items of public spending,
including Medicaid.

The causes behind the increases in the amounts of Medicaid benefits and
spending are indeed complex and layered, and cannot be solved with a few simple
solutions overnight. As for the demand side, scholars have argued that the
excessive demand for Medicaid benefits and services ought to be reined in by
imposing greater amounts of out-of-pocket expenses on Medicaid beneficiaries
(Shin, 2011; Yun, 2011; and Kim, 2013). These scholars agree that the current
level of out-of-pocket payments required from Medicaid beneficiaries is too low,
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and that such payments should be required from even Class-1 beneficiaries.
Numerous member states of the Organization for Economic Cooperation and
Development (OECD) impose out-of-pocket payment requirements on patients
in order to prevent excessive and long-term hospitalization.

The absence of the out-of-pocket payment requirement is indeed the main
culprit for the continued rise in Medicaid spending, clear evidence of which
is found in the excessive hospitalizations and prescribed medications among
Class-1 beneficiaries. The fact that a significant portion of Medicaid beneficiaries
are remain in hospitalization or outpatient services and treatments for over one
year speaks to the gross inefficiency of the medical care system under Medicaid
in Korea today. As hospitals and medical practitioners themselves also induce
and fuel excessive demand on the part of Medicaid beneficiaries, it is time that
the Korean government start to do something about the situation, especially by
introducing and reinforcing the out-of-pocket payment requirement.

How much patients pay for the medical care they receive ultimately
affects the price of medical care. The literature on the impact of out-of-pocket
payments on the frequency with which patients seek medical care assumes the
price elasticity of demand for outpatient treatments and drugs. For example,
based on data from 1974 to 1977, Manning et al. (1987) argued that the
price elasticity of outpatient services and treatments was -0.17 when patients
were required to pay zero to 25 percent of the cost, and that the price elasticity
dropped to -0.22 when the out-of-pocket ratio was increased to 25 to 95 percent
of the cost. The price elasticity of prescription medications, on the other hand,
tends to be lower than is the case with medical services and treatments. Gibson
et al. (2005) proposed -0.041 as the price elasticity of demand for prescribed
medications if the out-of-pocket payment requirement were to be introduced.
Choi (2010) estimated the price elasticity of demand for Class-1 outpatient
medical services and treatments as -0.012 under the out-of-pocket payment
requirement, which is considerably inelastic. Koh et al. (2002) sought to measure
the price elasticity of demand for different types of outpatient services, and
concluded that the price elasticity of the demand was the highest, i.e., -0.206,
with respect to herbal and traditional medicine, while it reached only -0.194
to -0.179 for hospital and clinic services, -0.126 for community health center
services, and -0.087 to -0.073 for general hospital services.
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In general, the price elasticity of demand for medical services would
be almost nonexistent with respect to patients of severe diseases. While evidence
on the matter is inconclusive, some studies have shown that low-income patients
show greater price elasticity than their higher-income counterparts with respect
to outpatient services. Some studies do show greater price elasticity in demand
for medical care. Choi (1988), for instance, proposed -1.13 for general hospital
services, while Feldstein (1971) proposed -1.12.

Some of the studies mentioned so far do exhibit some problems in terms
of research methodology and controlling for other possible factors. With these
studies, one cannot simply conclude that raising and reinforcing the out-of-pocket
payment requirement will reduce the demand for medical care dramatically,
especially for low-income patients with severe or rare diseases who require
hospitalization or outpatient services and treatments. Given the fact that Medicaid
principally benefits low-income households, there is also a clear limit on the
extent to which the Korean government can raise out-of-pocket payment levels.
Nevertheless, we cannot disregard the importance of rational increases to
out-of-pocket payment levels to the task of enhancing the efficiency of Medicaid.
As Yun (2011) points out, the overall structure of medical service costs and
the supply side should be reformed and improved along with readjustment of
the Medicaid management system. However, we should also implement some
solutions on the demand side.

Another important solution we may adopt in the interest of the long-term
sustainability of Medicaid is to enforce more rigorous control against the
long-term (past-due) hospitalization of low-income patients who may be treated
better or as effectively with outpatient or recovery services. (This does not apply
to patients who carry diseases that inevitably require long-term hospitalization.)
Moreover, we need to find measures to increase the effectiveness of the current
select-medical-institution rule. We need more systematic monitoring and
supervision against the corrupt practices of medical institutions, such as wrongful
filing of medical expense claims, and we must also reinforce the total medical
cost management system and other such devices of control. On the whole, we
need to enhance the rigor of the medical benefit evaluation system and of case
management, while also reinforcing oversight of medical institutions and
suppliers.



Bibliography

Koh, S. G, Kim, J. Y., and Yang, B. M. “How the Price of Medical Service Affects
Demand: Focusing on Outpatient Cases,” Journal of Public Health Economy and
Policy, Vol. 8, No. 1, 2002. pp. 1-27.

National Health Insurance Service, Yearbooks on National Health Insurance Statistics,
each year.

, Yearbooks on Medical Benefits Statistics, each year.

National Assembly Budget Office, Department-by-Department Analysis of Fiscal Year
2012 (V), 2013.

, Long-term Fiscal Prospects and Analysis: 2012 to 2060, 2012.
, Revised Economic Forecasts, 2014, 2014.

Kim, J. H, Lee, T. J, Lee, Y. J, and Seo, G. M. Mid- to Long-term Plan for the
Improvement of Medicaid, Ministry of Health and Welfare, 2013.

Kim, C. H. “Patterns and Decisive Factors of Fluctuations in Medicaid Spending.”
Commentary on Public Administration, Vol. 47, No. 4, 2009. pp. 307-334.

Roh, S. Y. and Yun, S. W. “Medicaid Spending Forecast Model and the Forecast on
the Spending Baseline over the Next Five Years,” Commentary on Fiscal Policy,
Vol. 10, No. 1, 2008. pp. 61-87.

Park, Y. H. “Hospitalization at Higher-Tier General Hospitals: National Health
Insurance Patients vs. Medicaid Patients,” Journal of the Healthcare and Medical
Industry Studies, Vol. 6, No. 4, 2012. pp. 83-98.

Park, J. Y. “How the Drop in the Out-of-Pocket Payment Requirement on Outpatient
and Prescription Services and Treatments Affect the Intensity of Hospitalization
Services and Treatments,” Korea Institute for Industry and Economics Reports,
Vol. 19, 2006. pp. 195-216.

Ministry of Legislation, Medical Aid and Assistance Act. 2014.

Ministry of Health and Welfare, Self-Evaluations on Fiscal Projects of 2012
(General), 2013.

, Guidelines on the National Basic Livelihood Security Program, each year.

, Current Status of National Basic Livelihood Security Program Beneficiaries, each
year.

, Yearbooks on Health and Welfare Statistics, each year.

, Budget and Fund Administration Plans, each year.

, Guidelines on Medicaid Projects, each year.

, Guidelines on Major Tasks, each year.

Shin, Y. S. “Achievements and Future Progress of Medicaid,” Public Health and
Welfare Forum, Vol. 167, 2010. pp. 28-38.

Yu, W. S. “Limits and Tasks of Medicaid Reforms,” Welfare Trends, August 2013.



Bibliography

67

pp. 14-17.

Yun, H. S. “Medicaid Reform: A Pressing Task in Institutional Reforms of Policy for
the Poor,” KDI Focus, Vol. 8, 2011.

Lee, S. J. and Lim, J. Y. “Changing Patterns of Medicaid Households’ Use of
Medical Care: Focusing on How the Out-of-Pocket Payment Requirement
Affected Patients of Class-1 Outpatient Services in 2007, Journal of Public
Health Economy and Policy, Vol. 19, No. 3, 2013. pp. 23-49.

Choi, S. E. Medicaid Fiscal Model and Fiscal Spending Prospects, Korea Institute for
Health and Social Affairs. 2008.

Choi, J. S., Cho, C. L, Kim, S. R, and Choi, Y. J. “Changes in the Medical Care
Demand of Class-1 Medicaid Beneficiaries under Out-of-Pocket Payment
Requirement,” Journal of Public Health Economy and Policy, Vol. 16, No. 3,
2010. pp. 91-114.

Statistics Korea, Household Trend Reports, each year.

, Consumer Price Index Surveys, each year.
, Estimates on the Number of Future Households. 2010.

Korea Health Industry Development Institute, Global Healthcare Survey, 2010, 2011.

Hong, S. W. “How the Out-of-Pocket Payment Requirement Affects the Behavior of
Class-1 Medicaid Beneficiaries,” Journal of Public Nursing Administration, Vol.
15, No. 1, 2009. pp. 136-146.

Feldstein, M. S., “Hospital Cost Inflation: A Study of Nonprofit Price Dynamics,”
American Economic Review 61(5), 1971, pp.853-872.

Gibson, T. B., Mclaughlin C. G., Smith, D. G., “A Copayment Increase for
Prescription Drugs: The Long-Term and Shor-Term Effects on Use and
Expenditures,” Inquiry 42, 2005, pp. 293-310.

Kim, J., Ko, S., Yang, B., “The effects of patient cost sharing on ambulatory
utilization in South Korea,” Health Policy 72(3), 2005, pp. 293-300.

Manning, W. G., Newhouse, J. P., Duan, N., Keeler, E. B., Leibowitz, A., Marquis,
M. S., “Health Insurance and the Demand for Medical Care: Evidence from a
Randomized Experiments,” American Economic Review 77, 1987, pp. 251-277.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


