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As the number of coronavirus disease 2019 (COVID-19) patients increased rapidly, the Korean government decided to pay most of
the related medical expenses with finances from the National Health Insurance (NHI). We aimed to document changes in NHI
medical expenses during the COVID-19 pandemic period. We also sought to compare how Japan and Taiwan, neighboring coun-
tries with NHI systems, responded to COVID-19 and to discuss policy implications.
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The coronavirus disease 2019 (COVID-19) pandemic spurred
a global crisis, with many countries adopting restrictive mea-
sures to curb its spread.’ Following the first confirmed COV-
ID-19 case in Korea on January 20, 2020, the government imple-
mented policies of social distancing, the wearing of face masks,
and a testing-tracing-treatment strategy.>* Facing an unprece-
dented outbreak, the Ministry of Health and Welfare (MOHW)
decided to use National Health Insurance (NHI) funding to fi-
nance approximately 36 service items,* including medical treat-
ments, medicines, vaccines, testing costs, and hospital room
fees, that would be ordinarily not covered by the public health
insurance scheme. These services were delivered nearly free-of-
charge in that the NHI covered co-payments and the government
covered the remaining out-of-pocket payments.®

Recently, however, with the spread of the Omicron variant,
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public spending on COVID-19 has risen substantially in Korea.
We aimed to look at how Korea, as well as neighboring coun-
tries, such as Japan and Taiwan, have responded to COVID-19in
terms of covering health services and costs and to discuss the
implications of such decisions.

The total expenditure of the NHI in Korea in 2020, when CO-
VID-19 emerged, was KRW 86.6 trillion: an increase of 0.7% from
2019, which was significantly lower than the 9%-11% annual
increase during 2017-2019. This may be attributable to a decline
in health service utilization since January 2020. However, the
same expenditure rose to KRW 95.5 trillion in 2021, an increase
of approximately 10% from 2020, similar to previous growth
rates.®

An analysis of the internal database of the Health Insurance
Review and Assessment Service revealed that the number of
COVID-19 patients increased by 832.1% from 52877 in 2020 to
492848 in 2021. The total medical cost of those patients was
KRW 0.22 trillion in 2020, corresponding to 0.3% of the NHI'’s
total expenditure (KRW 86.6 trillion). In 2021, however, the cost
rose to KRW 1.3 trillion, which is approximately 1.1% of the NHI
total expenditure (KRW 95.5 trillion), an increase of 355.4% over
the previous year. In terms of utilization, the number of inpa-
tient days per patient was 16 days in 2020 and 10 days in 2021 (a
decrease of 37.5%), and the cost of care per patient decreased
by 51.1% from KRW 4.17 million in 2020 to KRW 2.04 million in
2021.7
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In 2022, the number of cases surged with the appearance of
the Omicron variant. The Korea Disease Control and Preven-
tion Agency (KDCA) announced that, as of November 22, 2022,
there were 26654729 cumulative COVID-19 cases and 30111
deaths (crude fatality rate of 0.11%). From 2021 to 2022, the per-
centage of cumulative COVID-19 cases was 0.2% in 2020, 2.1% in
2021, and 97.6% in 2022. This explosive outbreak of corona pa-
tients was reflected in increases in health insurance finances.?

The total expenditure for the newly introduced fees for COV-
ID-19-related services from January 2020 to June 2022 was KRW
7.10 trillion. The total expenditures by year were KRW 3.75 tril-
lion from January 2020 to February 2022 and KRW 3.35 trillion
in the 4 months from March to June 2022, which is almost 47%
of the total costs over 2.5 years (Fig. 1).%"°

The total costs from January 2020 to June 2022 can be divided
into the following five major service areas (Table 1): 1) KRW
2.97 trillion (41.8%) for treatment, 2) KRW 2.34 trillion (33.0%)
for diagnostic tests, 3) KRW 1.10 trillion for vaccines and other
expenses (15.5%), 4) KRW 0.42 trillion for non-COVID-19 care
(5.9%), and 5) KRW 0.26 trillion for prevention (3.7%).

The service items in descending order of their proportions
and total costs are as follows (Fig. 2): 1) mild patient treatment
(residential treatment centers and home treatment), 22.5%
(KRW 1.59 trillion); 2) COVID-19 polymerase chain reaction
(PCR) testing, 21.6% (KRW 1.54 trillion); 3) inpatient care (e.g.,
critically ill patients), 18.1% (KRW 1.28 trillion); 4) vaccination,
12.1% (KRW 0.85 trillion); and 5) rapid antigen testing, 11.4%
(KRW 0.81 trillion).>**

Since the first case in 2020, the MOHW announced reim-
bursement for about 36 medical service items related to COV-
ID-19. In 2022, the surge in confirmed cases due to the Omi-
cron variant was reflected in an increase in health insurance
expenditures. According to government audit data on October
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13, 2022," the cost for COVID-19-related services were KRWs
0.35 trillion in 2020 and 3.03 trillion in 2021, which corresponds
to 0.4% and 3.2% of the total NHI expenditure, respectively. In
the first half of 2022, the COVID-19-related costs rose to KRW
4.22 trillion, about 8.4% of the NHI's total expenditure (KRW
50.0 trillion™*). If the cost in the first half is doubled, it is expect-
ed to reach 8.44 trillion won in 2022, a 178% increase from the
previous year.

The cost burden for vaccines (12.1% of the total cost from
January 2020 to June 2022), tests (21.6%), and mildly infected
patients (22.5%) has been rapidly increasing, compared to that
for the treatment of severely infected patients (18.1%)." To this
end, the MOHW discussed ways to efficiently utilize limited
health insurance resources, such as adjusting service items
and co-payment rates.’ In the prolonged COVID-19 pandemic,
medical insurance benefits should be adjusted flexibly by pre-
dicting their financial impact and expected effects. In addition,
expansion of financial resources is required through various
means of raising funds. Ultimately, a sound and sustainable NHI
system must be maintained.

Similar to Korea, Japan and Taiwan have universal NHI sys-
tems, and their health authorities expanded medical benefits
for COVID-19-related medical procedures."” The Japanese Par-
liament decided to release a supplementary budget for COV-
ID-19 outbreak in 2020."° This included financial support for
health resource capacity for PCR testing, medical personnel,
medical infrastructure with masks and ventilators, and research
and development of vaccines.

To respond to the COVID-19 outbreak, Korea has imple-
mented various strategies and policies to manage and miti-
gate the impact of the crisis on the healthcare system and society
in general. A framework for evaluating the OECD’s COVID-19
responses was developed to identify government policy re-
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Fig. 1. Cumulative COVID-19 cases and total expenditure of COVID-19 items in Korea.
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Table 1. Expenditures for COVID-19 Coverage Areas and Items by the National Health Insurance of Korea'®'

Health cost (%)

Support Support item 1) 2020.1-2022.2  2) 2022.3-2022.6 1)+2) 2020.1-2022.6
area (37473 (33555 (71028
100 Million KRW) 100 Million KRW) 100 Million KRW)
1. Prevention 2036 (5.4) 599 (1.8) 2635(3.7)
1) Infection prevention management related to COVID-19 59(0.2) 29(0.1) 88(0.1)
2) Infection prevention management at nursing facilities 1651 (4.4) 494 (1.5) 2145 (3.0)
3) Infection prevention management at psychiatric hospitals 326(0.9) 76(0.2) 402 (0.6)
2. Diagnostic testing 11119(29.7) 12307 (36.7) 23426 (33.0)
1) COVID-19 PCR test—Single sample test 9340 (24.9) 4341 (12.9) 13681 (19.3)
2) COVID-19 PCR test—Pooled sample test 709 (1.9) 443(1.3) 1152 (1.6)
3) Rapid PCR COVID-19 screening for emergency patients 344(0.9) 135(0.4) 479(0.7)
4) Integrated diagnostic PCR test for COVID-19 and influenza 35(0.10) 6(0.0) 41(0.1)
5) COVID-19 rapid antigen test 691 (1.80) 7382 (22.0) 8073 (11.4)
3. Treatment 10428 (27.80) 19292 (57.5) 29720 (41.8)
1) Treatment of severe COVID-19 patients
(1) Isolation room admission 5411 (14.40) 2926 (8.7) 8337(11.7)
(2) Admission to intensive care units and management of negative pressure rooms 1650 (4.40) 1190 (3.5) 2840 (4.0)
in wards dedicated to treating severe patients
(3) Isolation room management or admission for new/transfer inpatients at nursing 153 (0.4) 94(0.3) 247 (0.3)
facilities/psychiatric hospitals
(4) Integrated Isolation/shared room management - 1424 (4.2) 1424 (2.0)
2) Treatment of mild COVID-19 patients
(1) Patient management at community treatment centers 1255(3.3) 243(0.7) 1498 (2.1)
(2) Reimbursement for treatment/management at home (community treatment center) 1325(3.5) 12307 (36.7) 13632(19.2)
(3) Reimbursement for outpatient (outpatient, nursing, facilities, pharmacy 2(0.0) 816 (2.4) 818(1.2)
3) Treatment of emergency patients
(1) Emergency treatment management at screening centers 159 (0.4) 150 (0.4) 309(0.4)
(2) Treatment management at emergency treatment centers for severely ill patient 464(1.2) 108(0.3) 572 (0.8)
(3) Reserve bed for emergency patient/cohort isolated area/portable isolated bed 9(0.0) 34(0.1) 43(0.1)
4. Other patient treatments except COVID-19 3275(8.7) 946 (2.8) 4221(5.9)
1) Medical fee for telemedicine 744.(2.0) 283(0.8) 1027 (1.4)
2) National Safety Hospitals 1223(3.3) 138(0.4) 1361(1.9)
3) Respiratory clinics 1285 (3.40) 390(1.2) 1675 (2.4)
4) Isolated area management for operating/delivery room 1(0.0) 24.(0.1) 25(0.0)
5) Dialysis patients 22(0.1) 111(0.3) 133(0.2)
5. Other support for effective COVID-19 responses 10615.35(28.3) 411(1.2) 11026.4 (15.5)
1) Nighttime nursing care 268 (0.7) 171 (0.5) 439(0.6)
2) Infection management for COVID19 medical personnel 1399(3.7) 2(0.0) 1401 (2.0)
3) COVID19 vaccination(temporary) 8588 (22.9) 0(0.0) 8588 (12.1)
4) Health certificate(temporary) 360(1.0) 238(0.7) 598 (0.8)
5) COVID-19-related depression 0.35(0.0) 0.05(0.0) 0.4(0.0)

PCR, polymerase chain reaction.

sponses. The three policy responses correspond to the phases of
the risk management cycle: pandemic preparedness, crisis
management, and response and recovery."” Reflecting this, we
will examine Korea’s policy response, focusing on the medical
system and comparing it with Japan and Taiwan.

Pandemic preparedness refers to a government’s ability to an-
ticipate a pandemic by developing necessary knowledge and
capacity."” The designated COVID-19 control tower and the In-
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fectious Disease Act were revised to fight the pandemic in Ko-
rea. Having experienced Middle East respiratory syndrome in
2015, the government recognized the importance of infec-
tious disease management. Through the preparatory process,
it strengthened its capacity for infectious disease management
and laid its administrative foundations. With the outbreak of
COVID-19 in 2020, the KDCA, promoted from the Korea Cen-
ters for Disease Control and Prevention in 2020) has been moni-
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Fig. 2. Expenditure of COVID-19 coverage items in NHL'®'2 PCR, poly-
merase chain reaction; RAT, rapid antigen testing; NHI, National Health In-
surance.

toring the pandemic situation and preparing related strategies,
such as testing, tracing, and treating potential and confirmed
cases.'® Also, Taiwan’s experience with SARS strengthened its
epidemic prevention system, redefined its infectious disease
control laws, and led to stronger governance during COVID-19
period.” Japan does not have an independent administrative
agency for disease control and prevention. The National Insti-
tute of Infectious Disease is responsible for research and admin-
istrative support with lack of decision-making autonomy.”

On February 23, 2020, the Central Disaster and Safety Coun-
termeasures Headquarters in Korea was established to control
and manage the COVID19 crisis with the highest official author-
ity."® The Novel Coronavirus Response Headquarters in Japan
was officially established when a related law was passed on
March 26, 2020.% The Taiwan Centers for Disease Control offi-
cially activated the Central Epidemics Command Center as a
central commending center on January 20, 2020."**' In these
countries, control towers, headed by the prime ministers, played
critical roles in collaboration with local governments and com-
munication across different ministries and agencies.

Deployed government policies must respond in an appro-
priate, timely, and coordinated manner."” Crisis management
also requires clear communication to the public and transpar-
ent decision-making. Since the COVID-19 crisis, governments
have implemented strategies and policies affecting all of soci-
ety, such as social distancing, face mask use, quarantine, and
border blockades (in Japan and Taiwan).>'#2

The pandemic has placed pressure on medical resource ca-
pacity, and countries have responded with various measures to
control resource shortages. In Korea, the MOHW secured beds
by cooperating with private hospital and implementing admin-
ister orders.”? The level of cooperation with private hospitals has
differed among countries: requested at the recommended level
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in Japan® and legally obligated in Taiwan.*

Also, to solve patient acceptance at medical institutions, pa-
tients with mild symptoms in the triage system have been treat-
ed at residential treatment centers and home treatment in Ko-
rea," similar in Japan® and Taiwan.* All confirmed COVID-19
patients were initially hospitalized in infectious disease isolation
rooms. However, as the number of patients increased, patients
with mild symptoms were treated at residential treatment cen-
ters and at home. As more than 90% of hospital beds in Korea
are in private medical institutions,” the MOHW had to secure
the beds by working with private hospitals and implementing
administrative orders. Medical resources were procured through
the fast-track approval system for diagnostic reagents, and vac-
cination began in February 2021, reaching a vaccination rate of
88% in 2022.%

An effective pandemic response requires having control sys-
tems in place to prevent transmission and mitigate health im-
pacts. As the outbreak continues, countries have implemented
arange of policies and appropriate initial response measures to
manage the crisis. An integrated approach to managing health-
care resources and healthcare expenditures can increase resil-
ience and better prepare for future crises.

In order to effectively respond to the epidemic of COVID-19,
an unprecedented infectious disease, Korea has used health
insurance finances to support medical expenses and costs relat-
ed with tests and vaccination. It has also proactively responded
by strengthening various laws and governance and adjusting
health insurance policies. However, in order to prepare for the
post-COVID-19 era, it is necessary to assess the effectiveness
and efficiency of these policies.
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