BHSHRSIS|X| 2020;30(2):253—-262 | ISSN 1225-4266
m Health Policy and Management Vol.30 No.2, 253-262 ORIGINAL ARTICLE

https://doi.org/10.4332/KJHPA.2020.30.2.253

Comparison of the Health Insurance Systems of South Korea and Peru

Yanghee Kim', Martin Tantalean-Del-Aguila>®, Yuliya Dronina’, Eun Woo Nam®®

'Health Insurance Research Institute, National Health Insurance Service, Wonju, Korea; Promotional Preventive Care, EsSalud; >School of Business, ESAN
University, Lima, Peru; 4Department of Health Management and Policy, Kangwon National University School of Medicine, Chuncheon; Yonsei Global Health
Center, Yonsei University; 6Department of Health Administration, Yonsei University Graduate School, Wonju, Korea

Background: The public health care system of a country is shaped and driven by its historical background as well as social, economic,
and cultural structures. This study sheds light on the unique features, strengths, and weaknesses of the health insurance systems of
South Korea (Korea) and Peru.

Methods: The capacity mapping tool was used to explore the Korean and Peruvian population and geographical structures; health
insurance laws, regulations, and policies; payment systems; eligibility and contribution collection; and long-term care insurance.
Results: The study found that the Korean government took the lead in integrating multiple insurers into a single-payer system in an
effort to reinforce and stabilize its health insurance system in 2000. Peru has been developed mixed model such based on taxes and
contributions, to address a gap between different social classes. Peruvian government developed a two-axis system, one for low-
income earners, financed by taxes, and another financed by contributions paid by workers and government officials in the formal
sector. Peru has introduced many variations to its fee payment and insurer systems, target population, and coverage scope, and
maintains its health insurance system accordingly to this day.

Conclusion: The current study provides observation of the Health Insurance System in two different countries and helps to
understand possible ways to improve the health insurance system in both countries, Based on this study, Peru will be able to see how
its system differs from Korea's and benefit from the related policy implications.
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INTRODUCTION

examine their strengths and weaknesses and then address the
challenges they face.

The health insurance systems of Korea and Peru are as far apart as

The public health care system of a country is shaped and driven by
their locations. Located in the eastern part of Asia, Korea remained a

its historical background as well as social, economic, and cultural
developing nation until the 1970s. Since the late 1970s, however, the

structures. With the aid of a capacity mapping tool, this study sought
country experienced rapid economic growth and quickly joined the

to compare the unique characteristics and differences between the
ranks of other developed countries. Following a similar trend, Korea’s

health insurance systems of South Korea (Korea) and Peru. These
health insurance system underwent vigorous changes over time. In

countries were chosen for the study based on their fundamental
1977, Korea introduced a mandatory medical insurance scheme

differences in health insurance. The Korean system is based on a
supported by contribution payments, after which the government

single-payer scheme supported by contribution payments. On the B

focused on enlarging the pool of contributors with its “low—

contrary, Peru has a multi-payer system funded by tax and some
contribution, low-benefit” strategy [1]. The result was the

premium payments. Using a capacity mapping tool and comparing
achievement of universal health coverage 12 years later, in 1989. In

the different systems of the two countries, the research aimed to
2000, Korea successfully incorporated multiple providers into a

Correspondence to: Eun Woo Nam

Department of Health Administration, College of Health Sciences, Yonsei University, Unit 412,
Chancho-gwan, 1 Yeonsedae-gil, Wonju 26493, Korea

Tel: +82-33-760-2413, Fax: +82-33-762-9562, E-mail: ewnam@yonsei.ac.kr

Received: February 17, 2020, Revised: April 1, 2020, Accepted after revision: April 20, 2020

© Korean Academy of Health Policy and Management

(@ This is an open-access article distributed under the terms of the

Creative Commons Attribution Non-Commercial License
(http://creativecommons.org/licenses/by-nc/4.0) which permits unrestricted non-commercial use,
distribution, and reproduction in any medium, provided the original work is properly cited.

https://kshpa.jams.or.kr/co/main/jmMain.kci 253



Kim Y, et al * Comparison of the Health Insurance Systems of South Korea and Peru

reinforced single-payer scheme, which remains stable to this day [2].

Located in South America, Peru developed a health insurance
system that is different from that of Korea. Peru has a fragmented
system involving different payers and ministries, including insurance
schemes for employees in the formal sector—such as government
officials, police, armed forces, and teachers—as well as schemes for low
-income workers in the informal sector. While contribution is
compulsory for employees in the formal sector, voluntary
contribution applies to those in the informal sector. Medical services
are provided to subscribers at the medical facilities of their
corresponding insurer [3]. As such, the health insurance systems of
Korea and Peru differ according to their social, economic, and cultural
backgrounds. These differences also affect their national schemes on
health and chronic disease management. Based on the comparison of
the two systems, this study aimed to shed light on their unique
features, strengths, and weaknesses, call attention to their institutional
advantages, and propose improvements that can be shared and
learned by both countries. The study aims to compare the health
insurance system of two countries first, to show their fundamental
differences in health insurance systems. Second, it was to extract good
and strong points between the two systems, and third, to point out any

tendency to converge towards a universal health insurance model.

METHODS

In 2004, the World Health Organization developed a capacity
mapping tool for health promotion. The utility of mapping can be
identified in the analytical comparisons of the geography, population,
healthcare, economies, and social backgrounds of different countries
[4-6]. In other words, capacity mapping facilitates understanding of
the unique social structures—built on social, economic, geographical,
and population foundations—that play a vital role in each country.

The capacity maps of Korea and Peru include their population and
geographical structures; health insurance laws, regulations, and
policies; payment systems; eligibility and contribution collection; lists
of benefits, drugs, disability aids and equipment, and their

management; information and communication technology (ICT)-

1) EsSalud: Seguro Social de Salud (Social Health Insurance)
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aided health promotion; and long—term care insurance. In the present
study, we discussed the elements to be included in the capacity map
and then selected relevant ones based on an extensive review of
literature and related documents. Subsequently, we reviewed data
from relevant institutions and health insurance organizations of each
country. For demographic and geographic comparison, we used the
data from the Korean and Peruvian statistics portals. For information
on the health insurance system, we referred to the Korean National
Health Insurance Service (NHIS) publications and statistical data
released between February and November 2018. As for the Peruvian
health insurance system, we collected data from the Ministry of Health
(MINSA), National Health Superintendence (SuSalud) under
MINSA, and the insurer for formal sector employees (EsSaludb),
issued between February and November 2018.

RESULTS

This study mapped the capacity of the health insurance systems of
Korea and Peru in the following four areas: demographic and
geographic profiles; acts, policies, regulations, and plans; health

insurance system; and benefits list and governance.

1. Demographic and geographic profiles

The demographic and geographic profiles of Korea and Peru have
been presented in Table 1. Note that, the population density is
considerably higher in Korea than in Peru. However, despite its lower
population density, Peru has a population of more than 9.3 million in
its largest city and capital, Lima, which is nearly as high as that in its
Korean counterpart. This indicates that Peru’s population is
concentrated in cities. The effects of policies can spread faster when
the population is higher. Whereas Korea had an infant mortality rate
of 2.8 [7], Peru’s was at 16.6 [8]. The average life expectancy was 82.4
years for Koreans and 75.07 years for Peruvians, exhibiting a health

gap between the two countries.

2. Acts, policies, regulations, and plans

The constitutions of both Korea and Peru stipulate the state’s

Health Policy Manag 2020;30(1):253—-262



Comparison of the Health Insurance Systems of South Korea and Peru ¢ Kim Y, et al

obligation to promote the health of its people. In 1963, Korea enacted
the Medical Insurance Act, which was followed by a revision to ensure
mandatory contributions in 1977. By 2000, the National Health
Insurance Act came into effect. As for Peru, the General Health Law
was passed in 1997 and revised in the following years to reach today’s
version. In 2009, Peru established the General Law of Universal Health
Insurance. In Korea, the incorporation of multiple providers into the
single-payer system in 2000 was followed by a transition in its
approach to health care policies from cure to prevention. Accordingly,
the government commenced the National Health Screening Standard
Act in 2009 and specified a number of state-led health management
programs. In 2008, the Long-term Care Insurance Act was brought
into effect to stipulate the role of the society in the care of geriatric
patients.

Peru founded the Ministry of Health pursuant to the Health
Ministry Law in 1935 and enacted the General Health Law in 1997. In
Korea, the National Health Promotion Act and National Health
Screening Standard Act were enacted in 1995 and 2009, respectively,
to provide a legal platform on which health promotion activities and
health screening could be offered. Korea also passed the National
Health Insurance Act in 1999. Peru has not yet passed any
independent health promotion or screening laws. Instead, it approved
the Essential Plan of Health Insurance (PEAS), which includes some
preventive checks for children, pregnant women, adults, and seniors.
Peru approved the Universal Health Insurance Law in 2009. In 2008,
Korea enforced the Long—term Care Insurance Act to ensure the legal
grounds for the state to provide care services to geriatric patients,
whereas Peru does not have such a legal basis for any state-led health

screening or geriatric patient care services (Table 2).

3. Health insurance system

One of the most noticeable differences between the Korean and
Peruvian health insurance systems are that Korea has adopted a
compulsory single-payer system supported by contributions, whereas
Peru has a multi-payer system funded by taxes and some premium

payments, combining both mandatory and voluntary contributions.

2) SIS: Sistema Integral de Salud (Integral Health Insurance)

Since the integration of multiple payers by the NHIS in 2000, Korea
has maintained a single—payer system. Peru has a multi-insurer system
composed of SIS?), the largest insurer; EsSalud, for formal sector
employees and government officials; FISSAL3); FFAS for Armed
Forces; PNP for National Police; the Association of Regional or
Provincial Funds against Traffic Accidents; EPS% and other private
insurers.

Health insurance revenue reaches US dollar (USD) 49.8 billion in
Korea and USD 10.7 billion in Peru. In the Korean system, 84.9% of
the revenue comes from contribution collection, whereas in Peru,
65.3% of funds come from premiums and taxes, and the rest comes
from other sources. In Korea, contributions are collected by the NHIS,
but in Peru, the National Revenue Authorities (SUNAT) deducts the
premium amount from employees’ salaries and pays it to the
corresponding insurers. The two countries have difference in the total
expenditure and its distribution. Korea spent 97% of the total on
health insurance benefits, whereas Peru spent 43% on benefits and
33% on salaries and pensions (Table 3).

In Korea, the co-payment rate ranges from 5% to 60%, varying by
patient status (outpatient versus inpatient), hospital classification, and
other elements. In Peru, there is no co-payment unless a subscriber is
under a private insurance scheme or an EPS associated with private
insurance. In the Korean health insurance system, subscribers in both
the formal sector employee and the self-employed pay contributions
that are calculated based on wages, assets, or other such factors. Only
2.8% of the total subscribers are medical aid groups who are exempted
from contributions and supported by the government with taxes. The
Peruvian system only requires employees in the formal sector to make
premium payments. The extensive scope of health benefits coverage
for low-income earners and the poor is covered by taxes. In Peru,
workers in the informal sector do pay contributions if they choose to
join a health insurance scheme, but the amount is very small. One of
the reasons for this is that it is difficult to accurately determine the
income earned by workers in the informal sector. Unlike Korea, where
all citizens are required to join the NHIS scheme, Peru allows

subscribers, excluding formal sector workers, to select insurers such

3) FISSAL (Fondo Intangible Solidario de Salud, Intangible Solidarity Health Fund) is one of the insurers (IAFAS) established by MINSA to complement the financing activities
by SIS, focusing on primary care so as to finance treatment for serious diseases such as cancer, chronic renal failure, etc.

4) EPS: Entidades Prestadoras de Salud (Health Provision Entities); private insurers that offer complementary to that of EsSalud
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as SIS and EsSalud as needed. Moreover, in Korea, the amount
contributed is calculated based on income and assets, but the
amount of benefit payouts is the same. In Peru, premiums and
benefits differ by insurer. Korea has adopted a “fee for service”
payment system, whereas Peruvian insurers have different
payment and financing systems. For instance, EsSalud, the main
choice for workers in the formal sector, operates on a historical
budget system of allocation based on historical budgets, and
primary care institutions opt for capitation to complement the
given system. The historical budget means a budget allocation

based on the amount required in the previous year.

4, Governance

Owing to such differences in their health insurance systems, Korea
and Peru also differ in terms of their health insurance governance. In
Korea, NHIS is the single insurer, responsible for various insurance-
related affairs, but medical service reviews and claims are handled by
an independent institution called the Health Insurance Review and
Assessment Service (HIRA). A subscriber pays a monthly contribu-
tion to the NHIS; when the subscriber uses a medical service at a
medical institution, the medical institution asks the HIRA for a review

of and claim for the medical service. The NHIS then pays for the

medical service based on the HIRA’s review. The subscriber makes a
co—payment to the medical institution for the service provided. The
Korean Ministry of Health and Welfare makes major decisions
relating to health insurance policies and manages and supervises the
NHIS and HIRA. Korean health insurance governance is as depicted
in Figure 1 [3].

In the case of the Peruvian health insurance system, the MINSA,
Ministry of Defense, Ministry of Interior, Ministry of Employment
and Labor, and private sectors own insurers play a managerial role in
medical institution’s provision of services to subscribers. MINSA is in
charge of the country’s largest insurer for low-income earners (SIS
and FISSAL); the Ministry of Defense manages the FFAA insurance
scheme; the Ministry of Interior is in charge of the PNP insurance
scheme; and the Ministry of Employment and Labor works with
EsSalud and private providers partially operate the EPS. These
multiple insurer systems are collectively referred to institutions
administering health insurance funds, Instituciones Administradoras
de Fondos de Asegutamiento en Salud (IAFAS). Each IAFAS
component has medical institutions under it, which are collectively
called Health Service Providers Institutions, Instituciones Prestadoras
de Servicios de Salud (IPRESS). Figure 2 shows that each IPRESS
covers a different population group. The IAFAS is managed and
supervised by SuSalud, a supervisory entity attached to MINSA.

Policies and
regulations

Ministry of Health (MINSA) |

| Supervision I |

National Health Superintendence (SuSalud) |

I Financing regime | Indirect contribute regime | I

Direct contribute regime

I F— |

——t—— | {

Governmental
House

Households ‘

Non-
Employers

Funders Government [| | O international Government Households governmental
cooperation cooperation
I—l—l [ |
v
— Ministry of Ministry of Ministry of Employment b A Public private
Defense Interior P sector
Army
Comprehensive Health Insurance (SIS) (Fospome) Police Piite
Insurers (IAFAS) Intangible Health Solidarity Fund Marine (Fosmar) | | Health Fund EsSalud EPS aHiEs
(FISSAL) Air force (Saludpol)
(Fosfap)
12
Lima-1GSS Armed force i
Institutes, national reference hospitals, itation: sanitation: i
roviders hospitals, health centers, and posts p : ospitals, . inics, doctor's office, v
P id B Bi sanitation h I Institutes, national Cli d . Fi Networks of
. . hospitals, hospital, regional municipal Non-profit
UGIPRESS- medical it diagnostic and treatment !
medical hospital, policlinic basic providers providers
IPRESS centers of the centers of inits of primary car CORESES (SISOL)
DERESSA: regional hospitals, health od Al the police Unitsielprmary care
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Figure 1. Governance of Korean NHIS. Adopted from Ryu et al. Support for a health information management system for transparency and
accountability: 2018 KSP-WB joint consulting project final report. Sejong: Ministry of Economy and Finance, etc,; 2018 [3]. NHIS, National Health
Insurance Services; HIRA, Health Insurance Review and Assessment Service.
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The Korean and Peruvian health insurance systems also differed in
their respective medical service providers (Table 4). In Korea, more
than 90% of medical services are provided by private sector providers,
whereas, in Peru, insurers have their own medical service providers
that offer services to their corresponding subscribers. In addition,
HIRA is the institution in charge of reviews of and claims related to
payments in Korea, whereas, in Peru, each insurer is responsible for
reviews and claims, as well as payment made to IPRESS. For example,
EsSalud has introduced a global budgeting scheme instead of
reviewing every medical action taken by its IPRESS. Medical claims

are supervised and assessed by the ombudsman of each insurer.

DISCUSSION

In the present study, we compared the Korean and Peruvian health
insurance systems with the aid of capacity mapping, which
demonstrated substantial differences between the two systems. First,
the most marked difference was Korea’s single-payer system of
compulsory contribution as opposed to Peru’s multi-payer (IAFAS)
system where government departments have their own insurers,
combining voluntary contributions with compulsory contributions by
workers in the formal sector.

Second, 90% of medical service providers are private and the main
method of payment is a fee for service in Korea, which sometimes
creates tension between the insurers and service providers. In Peru,
however, each insurer has its own medical service providers (IPRESS)
and adopts different payment systems, such as global budgeting and
capitation, thus discouraging any struggle between insurers and
service providers over the fee amount. It seems that the insurers have
complete control over their service providers, but it is still necessary to
monitor the transparency in budget execution and the quality of the
medical services provided.

Third, Korea achieved near universal coverage in 1989, 12 years
after introducing the health insurance system. As 0of 2018, 97.1% of the
total population are subscribers. For Peru, the rate of subscription is
75.4%. Owing to the voluntary contributions, Peru needs to address
the issue of incorporating self-employed and independent workers
into the health insurance system [9-11].

Fourth, the Korean health insurance system is characterized by the

HZABREIS|X| 2020;30(1): 253262

assignment of different roles to different institutions, such as the
assessment of medical claims, drugs, disability aids, and new
technologies. For example, HIRA is responsible for medical review
and claims, and it is in charge of the management of benefit and drugs
lists, whereas, the assessment of new technology is undertaken by
NECA. In Peru, such roles are assigned to each insurer or are taken
care of by DIGEMID (General Direction for Medicines, Supplies, and
Drugs by MINSA), which is attached to MINSA.

Fifth, Korea began to offer care services to geriatric patients (e.g.,
dementia or stroke patients) at the national level after the Long—term
Care Insurance Act came into effect in 2008. At the request of a long-
term care insurance subscriber aged 65 years or older, the
classification grade is analyzed and granted accordingly, based on
which they are granted home care or facility care services. In cases
where a patient is cared for by their family, a cash allowance is
available. Peru has not yet enacted a long-term care insurance law and
has yet to provide long—term care services to geriatric patients.

Sixth, Korea has launched a health management program that takes
advantage of information technology to manage the ever-increasing
number of patients with chronic diseases at the national level. Citizens
have access to My Health Bank to review their health records, the
Gungang IN portal to access their health screening results and benefit
from health information, and the health information system and
smart noncommunicable diseases management services via a mobile
platform to follow up on health screening results. Peru has initiated
health management services with the support of ICT, offering APP
MINSA and APP MOBILE ESSALUD.

Tastly, the strengthens of the Korean system as the single insurer
system and single-payer contributed to not only achievement of
universal coverage and universal access to the service provider ether
public or private, but also strengthen purchasing power and increase
the volume and quality of healthcare service. Also, system established
in Korea provided possibilities to systematic manage of the service
providing, budgeting, technology, etc. In the case of Peru, the insurers
keep the diversity of the insurers and simultaneously got the efficiency
of management by sustaining global budgeting as a payment model
and multi-insurer system. However, the quality and quantity of
healthcare services such as long waiting time, make the middle class
self-employed are hesitated to enroll in the social health insurance

system. To get over these challenges, the Peruvian government and
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EsSalud are the insurer for formal sector employees, try to separate the
insurer part (IAFAS) and the service provider part (IPRESS).

In terms of finance and service provision, it would be thought the
efficient management and services would be possible when the insurer
provides medical services to the subscribers directly. It rarely happens
in real situations. Rather, this policy would be reduced the diversities
of medical service provisions and lowered the quality of services by
insurer’s owning and managing the service providers directly [12]. It
means the purchasing power of the insurer weakened and the quality
of medical services would be lowered. That is the reason why EsSalud
wants to segregate the insurer (IAFAS) and the provider (IPRESS) as
the independent entities.

Another reason why EsSalud wants to separate the insurer and the
provider is to solve the financial de-balancing. One of the most critical
issues of EsSalud was financial de-balance. Because subscribers used
medical services without out-of-pocket payments the medical
expenditures grew faster than the financial revenues. The revenue and
expenditures were the same at least in the account book due to EsSalud
adopted global budget as the payment system. To solve the de-balance
issue, EsSalud has controlled and managed the quality and quantities
of medical services. That meant reducing investment to the service
provider, IPRESS. As a result, it happened long waiting times, reduced
treatment and surgery time and cases, reduced quality of services and
were lack of monitoring and so on. Many subscribers did not trust the
medical service quality of IPRESS and complained of long waiting
times. Furthermore, the excessive financial allocation to the tertiary
hospitals made a lack of primary health facilities. Over 80% of the
health budget of EsSalud went to the tertiary hospitals, whereas only
20% was allocated to the primary and secondary clinics. It was a big
burden for the insurer to manage tertiary hospitals and, on the
contrary, the number and service quality of primary and secondary
clinics were lacking in many communities. So, the insurer, EsSalud
tries to strengthen purchasing power by separating the insurer part
and the provider part. However, many stakeholders in the EsSalud
system do not want to be separated, rather they are resisting the
separation plan.

In conclusion, on comparing of the Korean and Peruvian health
insurance systems, it was evident that the two countries have
developed their systems in a manner as different as their geographic

backgrounds. The present study highlighted that the health insurance

HZABREIS|X| 2020;30(1): 253262

system of a country is shaped and driven by its unique geographic,
political, economic, and social environments.

During its pre-modern period, Korea was a state that depended
primarily on farming. However, it quickly sought state-led
development plans to pursue industrialization, in the process of which
Korea adopted a health insurance system funded by contributions.
The Korean government also took the lead in integrating multiple
insurers into a single-payer system in an effort to reinforce and
stabilize its health insurance system. Meanwhile, the Peruvian
government has been developed mixed models to address the gap
between different social classes and developed a two—axis system; one
for low-income earners, financed by taxes, and the other financed by
contributions paid by workers and government officials in the formal
sector. Accordingly, Peru has introduced many variations to its fee
payment and insurer systems, population, and coverage scope, and it
maintains its health insurance system to this day.

The significance of this study lies in its comparison of the health
insurance systems of two countries, which shed light on their
differences and unique features that have evolved in response to their
political, social, geographic, and economic backgrounds. In some
points, the Korean social health insurance system is a good example
for Peruvian multi-insurers such as EsSalud. EsSalud wants to
separate the insurer (IAFAS) and the provider (IPREES) to reform the
social health insurance system including strengthening the
purchasing power of the insurer and reducing the fiscal deficit. And
Peruvian insurers want to change the payment system form universal
budget to other types of payment. Though the Korean social health
insurance system was very different from that of Peru, the way the
Korean system reformed can give some advice to Peruvian insurers.
Thanks to this study, Peru will be able to benefit from needed policy
changes to reform its social health insurance system. Similarly, Korea
will learn from Peru and understand the needed policy changes to

enhance its system.
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