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About this report

Value-based Healthcare in Korea: A pioneerin
Asiais an Economist Intelligence Unit (EIU)
report, commissioned by Gilead Sciences. Itis
the latestin a series of reports which examines
the development of value-based healthcare in
countries around the world. Our thanks are due
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® Chang-Jun Lee, Director, Center for Infectious
Disease Control, KCDC
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and Director, Chung-Ang University, College of
Pharmacy

® Gi-Jong Ahn, Head of Korea organisation for
patient group
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Executive Director of the office of Research
Planning, National Evidence-based Healthcare
Collaborating Agency(NECA)

® Sean Kim, Senior Director, MA & HC Policy,
Korean Research based Pharma Industry
Association (KRPIA)

The EIU bears sole responsibility for the content
of this report. The findings and views expressed

in the report do not necessarily reflect the views
of the sponsor. Andrea Chipman was the author of
the report, and Naka Kondo was the editor.
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Introduction

Korea is one of Asia’s leaders in using value-
based analysis to underpin decisions about
healthcare expenditure. The country has one

of the region’s only comprehensive health
insurance systems, which also provides a rich
trove of data that analysts can use to help direct
spending decisions.

Korean healthcare spending as a percentage

of GDPis comparatively low, just 7.7%in 2016,
according to the Organisation of Economic
Cooperation and Development (OECD), compared
with an OECD average of 9.0% and 10.9% in
neighbouring Japan.! Yet, the country ranks
well on health metrics in comparison with

many other Asian countries. Life expectancy for
men was 77.7 yearsin 2011 and nearly 85 for
women, while child mortality figures have fallen
significantly over the last two decades due, in
part, to high rates of prenatal care.?

Notably for the region, Korean policymakers
have used cost-effectiveness (CE) measures to
shape health investment decisions since 2007.

makers use cost effectiveness “frequently” when
evaluating investments in new technology.

Yet Korea still has work to do to ensure that
value-based analysis is fully embedded in its
system of health technology assessment (HTA),
much of which is likely to require more explicit
commitments on the part of the country’s
politicians and policymakers.

Despite being a pioneerin the use of some
value-based measures, the concept of value-
based healthcare has not yet been fully
institutionalised, healthcare experts say, with
the result that the infrastructure for assessment
and evaluation are growing more slowly than the
developing need for HTA and CE analysis.

Itisalso unclear whether politicians have
sufficient understanding about value-based
assessmentand, in particular, cost-effectiveness
analysis. This need for further education has
become more evident as the growing cost and
complexity of new medications and health

thttp://stats.
oecd.org/Index.
aspx?DataSetCode=SHA

technologies has led to controversy over
reimbursement decisions in recent years, which
in turn has exacerbated political pressure on
politicians.

“Korea is the first countryin Asia that adopted
the cost-effectiveness conceptin determining
the price of new drugs,” says Dong-Churl Suh, a
professor and director of Chung-Ang University
College of Pharmacy. He added that policy

2“Republic of Korea Health
System Review”, Health
Systems in Transition, Vol

5 No. 4, 2015. Asia Pacific
Observatory on Health
Systems and Policies/WHO,
page 15.

Further development of cadre of independent
researchers with the skills to conduct value-
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based analysis also is needed in order to support  country’s policymakers will face more difficult

value-based healthcare in the future, those choices about where to invest scarce resources.

interviewed for this paper say. The development of a reliable and transparent
framework forincreasing value cannot come

As Korea's population ages and the cost of soon enough.

new medical treatments continues to rise, the ]

4 © The Economist Intelligence Unit Limited 2017
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Evolution of the Korean System—

institutional development

Korea’s healthcare infrastructure is well
developed compared to that of neighbouring
countries. In addition, cost-effectiveness is well-
established as one aspect of the process used to
analyse healthcare value for money, however, a
consistent understanding of what value entails
is still not established, according to Sean Kim,
executive director of the Korea Research-based
Pharmaceutical Industry Association (KRPIA).

“The reconciliation of relative value and common
value sums up the challenge facing South Korea's
healthcare system,” he says. “Cost-effectiveness
is relative value that applies to the prioritisation
of new products and new treatments coming on
the market. The country’s healthcare system is
based on universal coverage, which is common
value.”

Ultimately, Mr. Kim notes, the country’s
healthcare system is structured around the
principle of delivery of maximum coverage
within limited resources, which involves a
significant degree of prioritisation in resource
allocation.

“This is not an absolute value proposition, but

a relative value proposition of determining the
relative value of one thing over anotherin terms
of cost-effectiveness,” he adds.

National Health System

Korea’s social health insurance system was
established in 1977, and became fully universal
in 1989.The current single payer system with
uniform benefits has been in place since

2000.% Yet high out of pocket (O0P) spending
and insufficient financial protection remain
significant worries for the country’s population.

While healthcare is publicly financed under the

single nationalinsurer, healthcare delivery relies
heavily on the private sector and is primarily fee-

for-service, even in the acute hospital sector.

The Ministry of Health and Welfare (MoHW)

has a key rolein health planning and policy
formulation nationally, while individual
municipalities have responsibility for managing
health centres and primary healthcare within
their regions.

Two quasi-government organisations—the
National Health Insurance Services (NHIS) and
the Health Insurance Review and Assessment
Service (HIRA)—run the National Health
Insurance (NHI) system for the ministry.

Korea’s health expenditure was just over $2,000
per capitain 2014, up from $790 a decade
earlier.* Public spending made up just 54%

of overall health spending in Korea in 2014
(including both government and out-of-pocket
(0O0P) expenditure), well below the OECD
average. 00P healthcare spending fell from just
over 38% of total expenditure in 2004 to 34%
in 2010, before climbing back to 37%in 2014,
suggesting that escalating costs are having
animpact on government budgets and the
population as a whole.?

Over the past decade, the government has been
making efforts to provide more detailed analysis

© The Economist Intelligence Unit Limited 2017

3“Republic of Korea Health
System Review”, Health
Systems in Transition, Vlol

5 No. 4, 2015. Asia Pacific
Observatory on Health
Systems and Policies/WHO,
page 14.

“http://data.worldbank.
org/indicator/SH.XPD.
PCAP?locations=KP-KR

® http://data.worldbank.
org/indicator/SH.XPD.
00PC.TO.ZS?locations=KP-
KR
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from Korea,” Sun Min Kim
PH.D., HIRA, Slideshow, 6
November 2012.

7“Health Technology
Assessmentin Korea,”
Seong-Hi Park, HIRA
slideshow, September 2008

8“Strengthening
Information Infrastructure:
National Experiences

from Korea,” Sun Min Kim
PH.D., HIRA, Slideshow,

6 November 2012 and
https://www.ispor.org/
HTARoadMaps/S-KoreaMD.
asp

°Ibid.

0] ee, S.M. and Kim,

S.H., “Future Directions
for Health Technology
Assessment,” Evidence and
Values in Healthcare, \lol. 2,
No. 1, March 2016

1 *“Proposals for

Improving Patient Access
to New Prescription
Pharmaceuticalsin

Korea,” Korea Research-
based Pharma Industry
Association (KRPIA), April
2016, page 11. Information
based on date from HIRA.

2“Tmproving cancer carein
Korea,” Korea Cancer Care

Alliance. May 2016, page 24.

131bid, page 22-23.
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of healthcare provision in a number of disease
areas, aswellas manage costs more efficiently.
Korea’s NHI Act allows for quality assessment
in areas such as cancer, long-term care, mental
health care and chronic diseases, as well as pay
for performance (P4P) incentives.®

Around 97% of Korea’s population are covered
by NHI, financed by contributions paid jointly
by theinsured and by the government. The
remaining 3% of the population, consisting of
the lowestincome groups, are funded through
national budgets.’

Because South Korea's healthcare spending as a
percentage of GDP nevertheless remains low by
OECD standards, Mr. Kim and others argue that
thereis clearly room for further growth in health
spending.

“If you look at government funding, just

about 14% of taxpayers’ moneyis used by the
government to finance [NHI] annually,” he says.
“The rest of healthcare spending comes out of
the pockets of healthcare recipients.”

At the same time, he notes, changing the
funding mix of the South Korean systemis a
politically challenging prospect due to the
public’s high expectations of the system.

Health Insurance Review and
Assessment Service (HIRA)

HIRA, founded in 2000, manages reimbursement
coverage, pharmaceutical reimbursement
applications, coding and pricing of medical
devices and diagnostics under the supervision of
the health ministry. In addition, it has primary
responsibility for medical claims reviews,

quality assessment, drug managementand

Drug Utilisation Review (DUR), inspection and
payment arrangement.®

HIRA has access to a substantial “data
warehouse” to use in decision-making, including
claims review data, healthcare organisation

© The Economist Intelligence Unit Limited 2017
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profile data and drug utilisation review data. In
addition, HIRA can access clinical data from the
Hospital Quality Data Acquisition System and
mortality data from the Ministry of the Interior
and Safety (MOIS).

Thisinformation allows Korean HTA policymakers
to see what procedures, drugs and testing

the healthcare system currently provides. The
agency also has access to quality assessments
by facility level, data on drug utilisation (which
looks to avoid negative drug interactions),

cost data for procedures, drugs and materials,
as well asinformation on human resources,
facilities and equipment. In addition, it provides
information on production, import, provision
and use of drugs.®

In 2014 there were 273 applications for new
products and technology assessmentin Korea,
of which 101 were approved, compared with 135
applications and 44 approvalsin 2010. However,
the number of applications for reimbursement
were just 17 in 2014, compared with 381in 2010.
The average assessment took just under 10
months to complete.

For pharmaceutical products, reimbursement
rates remain relatively low in some

categories. Between 2007 and 2015, 26%

of all reimbursements applications for
medicinesin Korea were rejected, with rates

of reimbursement approval for oncology and
rare disease treatments even lower at 39%

and 42%, respectively.” Indeed, a reportr last
year by the Korean Cancer Care Alliance found
that the proportion of expedited new cancer
medicines actually launched and reimbursed as
a percentage of the number registered between
2009 and 2014 in Korea was one of the lowest in
the OECD.*

The KRPIA has argued that low reimbursement
rates and existing reimbursement restrictions
have led to a low uptake of new drug classes in
Korea, compared with thatin OECD countries, as
we will see laterin this paper.?
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National Evidence-based Healthcare
Collaborating Agency (NECA)

NECA, which was established in 2009, isin charge
of carrying out health technology assessment,
and generates evidence on clinical effectiveness
and cost-effectiveness of health services,
technologies and health products. It provides
information on the results of its evaluations to
consumers, healthcare providers and health
policy decision-makers, including the NHI.*

The agency is responsible for presenting directions
for the “sustainable growth of the healthcare
sector,” as well as for undertaking comparative
assessment of medical technologies and
establishing a “globally competitive” system for
HTA.®

NECA consists of a core research body, which
concentrates on HTA and Collaboration Research,
the Rapid Assessment & Production of High
Quality Information Demanded Program (RAPID)
and the Center for New Health Technology,

which supports the Committee for New Health
Technology Assessment.

Collaboration Research works in conjunction
with other international and domestic public
organisations, by pooling resources for research
projects initiated by the health ministry,
National Assembly and other decision-makers.

RAPID fields urgent requests for scientific
evidence, while new Health Technology
Assessment uses literature to review the safety
and effectiveness of new health technologies. The
health ministry publishes the results of all safety
and effectiveness studies in a public format.

“For new devices, we consider costs or budget
impact,” says Dr. Sang-Moo Lee, senior research
fellow and Executive Director of the Office of
Research Planning at NECA. “Onlyin the case

of new drugs does our agency look at cost-
effectiveness, butin other cases, we look at
benefit and budgetimpact.”

The Intelligence
Economist Unit

Since 2014, NECA has also begun horizon
scanning for the early detection of trends

in emerging technologies,** and in 2015, it
reported on the first drug for Bronchopulmonary
dysplasia (BPD) in premature infants." Yet,
there has been little similar activity over the past
couple of years, according to Dr. Lee.

In Korea, Mr. Kim notes, horizon scanning has
come up against problems of “overlapping
investment and inconsistent priorities.”

“More often than not, new health technologies
do not workin the real world because clinical
trial design is wrong, because clinical evidence
is lacking, or because they are simply not safe
enough,” he says. “Horizon scanningisin the
early stages of deploymentin South Korea as

a solution to these problems facing health
technology assessment.”

At the same time, he adds, NECA's role in
harnessing the benefits of horizon scanning

to public health is important, and the agency
continues to engage a “broad range of
stakeholders” in emerging technologies through
newsletters, updates and online postings. NECA
also seeks out stakeholder participation from
government agencies such as the Ministry of
Health and Welfare, the Ministry of Food and
Drug Safety and HIRA.

The evolution of a workable HTA framework in
Korea continues to be a work in progress. Ina
2012 interview in the Journal of Comparative
Effectiveness Research, health economist Bon-
Min Yang noted that initially, effectiveness and
efficiency data from Korean populations often
weren’t available, meaning that government
decision-makers and pharmaceutical
companies often relied on foreign outcome
data; given potential genetic differences
between populations in different countries,
he said, this could “resultin different scales of
effectiveness.”®

© The Economist Intelligence Unit Limited 2017

¥ “Republic of Korea Health
System Review”, Health
Systemsin Transition, Vol
5 No. 4, 2015. Asia Pacific
Observatory on Health
Systems and Policies/WHO,
page 17/37.

> http://www.inahta.org/
members/neca/

¢ http://www.inahta.org/
members/neca/

Y NECA, H-Sight 2015 003,
October 2005 full citation
needed

8 “Health technology
assessmentin Asia: an
emerging trend,” Journal of
Comparative Effectiveness
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Another challenge, he noted, involved the lack
of experts capable of preparing evaluations

or reviewing submitted data. “Establishing a
high enough number of reasonable quality HTA
experts takes a long time, which the Korean
system did not prepare well for in advance,”
he added. Professor Suh agrees that the lack

© The Economist Intelligence Unit Limited 2017
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of sufficient expertise suggests the need for
further training and adaptation of existing HTA
frameworks.

“We need to adjust or revise cost-effectiveness
guidelines developed by other countries to fit
our system,” says Professor Suh.
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Cost-effectiveness and

reimbursement decisions

Measuring value in Korea’s healthcare system
and making difficult decisions about where
toinvest scarce resourcesin public health is

a complex process. It requires policy-makers

to balance public health requirements, public
demands, medical feasibility and socio-economic
impact, according to Changjun Lee, director
general of the Center for Infectious Disease
Control at Korea’s Centres for Disease Control and
Prevention (CDC).

The ministry of health separates reimbursement
and price decisions for new drugs, with HIRA's
Drug Reimbursement Evaluation Committee
responsible for the former and the National
Health Insurance Service (NHIS) negotiating
prices with pharmaceutical companies. The NHI
only funds drugs that are on the Positive List
Scheme (PLS).

Since 2007, Korea has required economic evidence
foradrugto beincluded in the PLS, making it the
first Asian economy to do so0.”® There is no set cost-
effectiveness ratio, and HIRA retains a degree of
flexibility, but generally uses as a reference point
a benchmark of around one times gross domestic
product per capita, a figure that equated to
US$29,0001in 2017, according to Dr. Lee.

Manufacturers looking to list a new drug make
an application to HIRA, which evaluates the
portfolio and collects additional data and expert
opinion before communicating the results of its
review to its Drug Reimbursement Evaluation
Committee, which makes a recommendation

on whetherto list the drug, reject it or restrict

access by indication. Decisions are made
according to cost-effectiveness data, clinical
usefulness, the availability of alternative
treatments, severity of the condition, budgetary
impact, assessments fro other countries and
uncertainty of evidence presented.?

There continue to be questions about the
methodology with which cost-effectiveness
ratios are calculated. In a 2014 articlein the
Bulletin of the World Health Organisation (WHO),
the authors argued that there were “major
shortcomings” in using per capita GDPas a
guideline for policymakers, observing that cost-
effectiveness analysis is only usefulinsofar as it
enables policymakers to make choices between
health investments availablein a particular
setting and context.?

Some drugs treating less common forms of cancer
and other rare diseases affecting a very small
number of patients are exempted from economic
evaluation due to the difficulty of determining
their cost-effectiveness. Even this exemption is
strictly limited, however.?

The NHIS uses HIRA's assessment and
international price references when it negotiates
with companies on price; an unsuccessful
outcome means the drug will not be included

on the PLS. Since 2006, the agency has used
individual pricesin Australia, France, Germany,
Italy, Japan, Singapore, Spain, Switzerland,
Taiwan and the UK as a basis for price
negotiations.?

© The Economist Intelligence Unit Limited 2017
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“Many new drugs failing to clear the cost-
effectiveness hurdle are excluded from insurance
coverage and are only available to a small
number of wealthy patients who can afford the
high cost of non-reimbursable treatments,” says
Gi-Jong Ahn, head of the Korean Organisation
for Patient Groups.

Although there have been few alterations to

the Korea’s HTA process since its introduction

in 2007, there are new guidelines to help
researchers assess clinical benefits. These
changes have been introduced as policymakers
seek to downplay the previous reliance on expert
opinion in favour of outcome-based evidence
from clinicians and patient preferences and to
allow for more objective decision-making.

The transparency of the assessment process

has improved somewhat, in tandem with the
availability of a pre-consultation with HIRA
reviewers for drug and device manufacturers.
Thereis some anticipation that future changesin
Korea’s HTA framework could involve acceptance
of a higherincremental cost-effectiveness ratio
(ICER) threshold for unique technologies that
address severe diseases, or the use of risk-
sharing programs.? Thresholds may also be more
flexible in the case of rare diseases or cancer,
where quality of life is more likely to be taken into
account, according to Dr. Lee.

“Thereisn‘ta clearly explicit threshold,” he says.

An analysis of 47 evaluations approved by HIRA
after the PLS was introduced showed thatan
average of 14 of the 20 items HIRA submitted for
pharma-economic evaluations received positive
coverage decisions.?

Yet, thereis clearly room forimprovementin

the system, according to Dr. Lee. He identifies
four potential areas: improving policymakers’
understanding of value-based healthcare,
further embedding and institutionalising the HTA
infrastructure in Korea, cultivating researchers
and improving research funding.

© The Economist Intelligence Unit Limited 2017
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“The National Assembly don’t understand the
concept of cost-effectiveness,” he says, noting
that one Assembly member recently sought a cut

in NECA's annual budget without any opposition
from fellow legislators. “There is a need to enhance
policymakers” understanding of our activities.”

In addition, he points out, there s little

close linkage between NECA and HIRA.

“Closer cooperation between these two
institutions needs to be increased for better
institutionalisation of evidence-based and value-
based decision-making,” he adds.

With regard to the need to cultivate researchers,
it’s particularly important to find researchers
“free from industry conflicts of interest,”

he notes, something he argues is especially
important as many Korean economists have close
ties toindustry.

Finally, Dr. Lee points out, thereis a clear need
at the legislative level to establish a non-profit
public research fund for HTA. Korean legislators
have allocated a budget of just $9 billion a year to
HTA, well below similar levelsin the UK and US.

Controversy over reimbursement levels

A special area of controversy concerns levels

of reimbursement for healthcare providers and
manufacturersin the Korean market. Some
experts argue that low levels of reimbursementin
the past have deterred international companies
from entering the market.

To be sure, compared with China and other Asian
markets, South Korea is a more promising market
for global health companies, says Mr. Kim.

“Chinais a huge market with enormous domestic
demand. That sounds like a strong profit
opportunity; however, thatis not necessarily the
case for many global companies because Chinaisa
highly uncertain market, which makes it difficult to
plan ahead and strategise market entry,” he says.
“South Korea is a high-predictability market. Entry
barriers are high, but once you arein the market,
you know your way around to make money on the
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market, because HTA and the overall healthcare
systeminfrastructure is well established there.”

Yet, a 2016 report by the KRPIA concludes that
current policy in Korea focuses on lowering prices
at the expense of patient access to innovation,
arguing that prices for newly registered drugs

are often set relative to genericdrugs. As a
consequence, the report notes, both domestic
and global pharmaceutical companies are less
inclined to registerinnovative drugsin Korea,
and the number of clinical trials multinational
companies are running in Korea is “steadily
declining.”? This state of affairs also impedes the
success of local companies hoping to take their
products global, as pricesin many countries are
benchmarked on those of the country of origin,
the report adds. On average, it notes, the price
of newly listed medicines in Korea are just 45% of
the average across OECD countries.?’

Against a backdrop of high prices for state-of-
the-art drugs for some diseases, this means
coverage gaps that reduce access for patients.

A 2016 report by the Korea Cancer Care Alliance
found that, while the country did well at cancer
diagnosis, surgery and radiotherapy, lessthana
third of new cancer medicines were reimbursed
by the healthcare system, less than half of that
for other diseases. The report also observed that
Korea was the slowest country to reimburse new
cancer medicines of 20 0ECD members studied.?®
Although recent changes in reimbursement policy
have improved access to new treatments, they do
not fully address the gap, the report concluded.

Gi-Jong Ahn, head of the Korean Organisation
for Patient Groups, notes that pharmaceutical
companies selling proprietary cancer drugs

and treatments for rare or infectious diseases
want prices high enough to cover the cost of
development. At the same time, he says, co-
payments for drugs on the nationalinsurance list
are kept at a maximum of 5% for cancer patients,
10% for rare diseases and 30% for infectious
diseases and other prescription medicines, to
keep them affordable for patients.

The Intelligence
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Yet others interviewed for this paper say that the
healthcare investment climate in South Korea has
improved in recent years, both on a relative and
absolute level.

“Ithinkin the case of oncology and cancer drugs,
around 60% of new drugs have been covered in
our country, and thatisn’t low compared to other
countries,” Dr. Lee says.

Recent policy changes have been designed

to help address the gap. One of these is
theintroduction of risk-sharing contracts
between the health service and pharmaceutical
manufacturers, enabling patients to access
medicines that would normally not be
reimbursed. Yet, contracts are temporary and do
not permit new uses for drugs established after
the contract takes effect.

Public pressureis also a feature of the Korean
system, according to Mr. Ahn, who notes that new
drugs that are approved by the Ministry of Food
and Drug Safety but excluded from the PLS are
still available to anyone willing to pay for them.

“Low-income patients seeking the same benefit
of new drugs demand that they be covered, which
creates pressure on the government and weakens
the government’s ability to negotiate cuts in drug
prices,” he says.

What Korea needs, says Mr. Ahn, is a system

that makes drugs for cancer, rare and infectious
diseases and other new treatments directly
reimbursable once the Ministry of Food and Drug
Safety approves them, if they have no substitute
and proven efficacy.

“Such a system would solve the problem in two
ways,” he adds. “First, drugs companies have no
reason to demand high prices for new drugs with
a short protection period. Second, patients have
no need to demand coverage at the expense of
economic evaluation, which is a powerful
instrument for lowering drug prices.”

© The Economist Intelligence Unit Limited 2017
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Infectious and chronic disease and

the primary care approach

Infectious diseases, chronic diseases and rare
diseases pose the largest financial burden to
South Korea’s healthcare system. It can be easier,
however, to measure the economic value of
treating the former two, than the latter.

Inthe 1960s and 1970s, Korea suffered significant
socioeconomic burdens due to endemic, high
levels of parasites, Mr. Lee said. Following the
introduction of a series of regulations and hygiene
education programs, as well as the establishment
of the Association for Parasite Eradication—which
was charged with combatting the problem on a
country-wide level—the percentage of surviving
parasite eggs fell to 2.6% from 80%, he added.

Preventative treatment is a central part of the
Korean health system, and is also based on the
cost-effectiveness principle, those interviewed
say, with treatment for diseases such as hepatitis
atan early stage seen as preferable to leaving the
treatment burden of more advanced disease to the
government.

“The Korean government frequently use the
concept of cost-effectiveness to adopt preventive
treatment, vaccines, etc., “Professor Suh says.
“Effectiveness means outcome. We measure a
patient’s quality of life after they are treated, or
better productivity after they get the treatment,
avoided emergency visits, reduced use of
medications, etc. There are multiple ways to
measure outcomes, depending on what we want
to evaluate.”

© The Economist Intelligence Unit Limited 2017

Where evidence-based decisions have been

made to approve a preventive measure, such as

a screening test, measurement or vaccine, all
Koreans are required to have the procedure under
their national health coverage, Professor Suh
adds.

“Thisis mandatory,” he says, adding that over
the past decade, the NHI has put limits on
compensation for Koreans who suffer from a
disease for which there was a preventive measure
that they did not make use of. One example is
the biannual endoscopy to detect some forms

of cancer, introduced over the past decade; as

a result of this program, Korea has a high early
detection rate for cancer.

Vaccines show their value

Inthe case of vaccines, the government can use
its own data to compare the cost of the vaccine
itselfand the logistics of administering it with
the effectiveness or benefit derived from the
program, says Mr. Lee of the CDC.

In 2001, a vaccination verification campaign

for pre-school children let to South Korea being
declared the first measles-free countryin the WHO
Western Pacific region in 2006, with net savings to
the country calculated at 5.2 billion South Korean
won.

The Korean healthcare system was able to
make a clear-cut assessment of the value of a
pilot Hepatitis B virus (HBV) vaccination pilot
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program; the program, which aimed to stop HBV
transmission from mothers to babies, ran from
2005 to 2014 and involved 180,000 infants;
97% of those who were vaccinated developed
antibodies against HBV. The project cost $15
billion over its ten-year life, and is assumed to
have saved the government $323 billion, Dr. Lee
added.

In the case of treatments for the hepatitis virus
more generally, HIRA's Drug Reimbursement
Evaluation Committee assigned a “higher weight”
to clinical efficacy relative to cost-effectiveness,
with the result that the National Health Insurance
system agreed to higher negotiated prices,
allowing the newest hepatitis drugs to be listed on
the reimbursable list, Mr. Ahn said.

“What this experience tells us is that it can make
sense to put the value of a treatment above its
cost-effectiveness, when it comes to contagious
disease,” he adds. “In determining the value

of a cure or a treatment, we need to consider
whether the target disease is a life-threatening
contagious disease, whether there are substitute
cures, whether the target patient groups are small
like rare diseases, and whether there have been
meaningful improvements in clinical metrics,
including long-term survival rates.”

The CDC has recently launched a new economic
evaluation program for latent tuberculosis and
HIV screening, according to Dr. Lee, while NECA
introduced its Human Papilloma Virus vaccination
programin 2016, after a cost-effectiveness
analysis.

When it comes to trying to put a value on vaccines
and other treatments for infectious disease,
policymakers focus on cost-effectiveness,
disease severity and burden of disease, while
social considerations such as end of life are only
beginning to be looked atin Korea.

“So far, we don’t have explicit and transparent
criteria for social value,” Mr. Ahn says, noting
that the government is in the process of
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preparing guidelines to make such value-based
assessments. “Ithinkin the future, we will have
more transparent and explicit social factors.”

In the case of both infectious and chronic
disease, policymakers can balance reduced
mortality, direct cost savings in expenses for
medical treatment or transport to hospital and
indirect opportunity cost savings such as reduced
absenteeism from work as part of a broader
economic analysis.

Ultimately, Mr. Kim says, high levels of access to
primary carein the South Korean system makes it
a strong benchmark for both developing countries
and even developed countries.

“South Korea has an excellent track record of
managing contagious diseases as a consistent
policy priority,” he adds.

Drug costs pose funding dilemmas

At the same time, the country faces a particular
challenge in addressing the needs of those with
rare diseases, which put special demands on
healthcare budgets due to the relatively limited
number of patients effected, according to Mr. Kim,
who calls this category the “grey zone”.

“The South Korean healthcare system’s
common-value policy approach works very well
when it comes to managing chronic diseases
cost-effectively,” he says. “However, the idea

of healthcare for all collides with the reality of
higher costs required to treat speciality disease
patients. How to handle healthcare demand
from high-cost diseases in a low-cost healthcare
system is the fundamental policy dilemma facing
South Korea.”

The government of Geun-Hye Park increased
coverage and accessibility for the treatment of
key severe diseases, such as cancer and stroke,
with an estimated 6% of National Health Service
spending dedicated to the treatment of cancer
alone, Mr. Kim observes.
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“Cancer patients will continue to increase as
South Korea becomes an ageing society, and

new cancer drugs will continue to demand high
costs,” he says. “The government’s healthcare
cost-efficiency focus has been, and will remain the
maximisation of cost savings from chronic disease
and the reallocation of cost savings to specialty
diseases.”

With cancer the leading cause of death in

Korea and a major cost to the health service,
policymakers will face difficult choices as they
balance the escalating price of treatments with
the economic burden of increasing cancer rates,
and as patient expectationsincrease.

The 2015 Patient Access to Cancer Care Excellence
(PACE) survey found that only 39% of Korean
patients were satisfied with cancer treatment
courses and 82% said it took too long for new
cancer medicines to reach patients.? Korea was
ranked fourth lowest of 20 OECD countries studied
in the total number of reimbursed new cancer
medicines. Indeed, from 2009 to 2014, 29% of
new cancer medicines registered in Korea were
reimbursed, compared with 67% of new medicines
for other diseases.>® As a result, out-of-pocket
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payments for non-reimbursed cancer medicines
reached 20% of the amount spent by the National
Health Servicein 2014.

Looking ahead, South Korea's healthcare system
needs to assess the value of treatments for
different categories of disease in different ways,
Mr. Ahn says.

“The social value of a cure or vaccine for the
treatment of infectious diseases like hepatitis and
HIV needs to be highlighted in terms of curing
diseases and allowing patients to live a healthier
life,” he says. By contrast, treatments for cancers
and rare diseases “is focused on making patients
live longer, and the government’s drug prices
should reflect the social value of infectious
disease treatments as accurately as possible.”

In addition, Korea might follow the model of
other regions developing value-based care, such
as Europe, and look to disinvestin procedures

or treatments already in use, which experts
determine to be of lower-value. Dr. Lee notes that
HTA led to a decision to stop using glucosamine,
but that there have been few other similar
decisions.



Value-based healthcare in Korea:

Korea's healthcare made great strides in
assessing value of treatments and in using cost-
effectiveness as a key factor in making healthcare
policy and investments.

The country nevertheless has more work to do

in developing a consistent analysis process that
will enable policymaking to be more transparent.
Better education and transparency about the
choices facing healthcare policymakers will no
doubt lead to difficult discussions, but could shore
up both political and public support for funding
decisions.
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Given its relatively low level of health spending
compared with that of other developed countries,
Korea has scope to increase health spending. At
the same time, with Korea’s population ageing at
a similar rate to those of its peers, stark choices
lie ahead. In particular, policymakers will have to
develop more robust systems for assessing the
cost-effectiveness of expensive new medicines for
chronic diseases, as well as determining how to
measure value in the case of treatments for rare
diseases.

Tackling these challenges successfully will enable
Korea's healthcare system to continue to be a
model for the rest of Asia.
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