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Abstract

Alternative Financing Strategies for Efficiency of

Health Care System

Health spending in Korea is growing rapidly, exceeding average
national household income and economic growth. While rising costs
are putting all sectors of the economy at risk, the nation lacks a
concrete, realistic plan for a different approach that could achieve
efficient health care financing and improve value.

The objective of this study is to examine the policy options that it
would be possible to reduce national health care expenditures over
the next decade while improving access, quality and population
health. This report focuses on the policy options:

-introducing financial incentives with health quality and
efficiency.

sproducing and using better information for health care
decision-making

- promoting health and enhancing disease prevention efforts

Achieving significant savings, however, will require a combination
of policy options. In order for providers to deliver the most effective
and efficient care, they require information of the most up-to-date

clinical decision support. In order for patients, it is important that
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they be knowledgeable and engaged in health care decisions.

Also, our current health system, which relies predominantly on
fee-for-service payment results over-utilization and inefficiency, and
we recommended the Hospital Pay-for-Performance, Episode-of-Care
Payment, and primary care. And the prevention and management of
chronic diseases and encouraging healthy behaviour result in
substantial savings to the health system.

With the nation at risk of enormous finance if we continue on the
current path of escalating health care spending, new policy directions

are critical to the future health and economic security of the nation.
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Provider Services .
: . .. Any Incentive
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be responsible for be responsible for managing
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performance risk

insurance risk
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or Risk-adjusted global fees
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Care Dividing
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Payment Home Care) Home Care)
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Payment System Transitional Ideal Payment
Today Payment System System
Fees for Fees for Single
Face-to-Face Fact_a-_co Fa.c.e Comprehensive
Physician Visits Physician Visits Payment to
Fees for - Cover Visir..s and
Diagnostic Diagnostic Ca.ll.s with
Testing, etc. Testing, etc. Physicians, RN
Care Managers,
Py Fees for MD Testing, etc.
¢ No Payment Phone
\ for MD Phone | Contacts
i Contacts i +
“““““““““ Fees for
o RN Care Bonus/Penalty
i No Payment i Managers, etc. Based on Use
i for RN Care of ER, Hospital
1 Managers, etc. | +
i MNo Penalty for i Bonus/Penalty
i High Rates of | Based on Use
| Hospitalization | of ER, Hospital

Z2]: NRHI, "From Volume to Value; , 200894 1]
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Price of

Earvica Tetal Prica
Share of Consumer
Total Price
Difference Share 2
Difference Consumer in Cost
Total Price in Price: Share 2 from Highest
Walue
Provider
Insurance Insurance Insurance
Share Share hare
Consumer Consumer CCTHY oF, Consumer
Share | Share | SR AnCe Share |
Highest-Valua Consumer-Salected Lowest-Value
Provider Provider Provider

Z2]: NRHI, "From Volume to Valuey , 20084 %3]
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(33 1V-13] HIS/2 S| &olol| wkE Haket XI2H T

S Sy SR —
High H Episode Payment 'Comprehenswe Care Pmt. E
1
9 ! Ep|sode Payment i
)
| Examples: Examples: i
Amount/ E Hip Fracrurlee_‘ | Heart Dfsegse, !
Variation |! Labor & Delivery i Back Pain i
of |joceee — !
Cost |! Fee for Service Comprehensive Care F'mt.i
Per |1 (or Year-Long Episodes) !
Episode | 1
! Examples: Examples: H
! Immunizations, COFD, H
Low|! Simple Injuries Congestive Heart Failure |
1
e e :
" Low High

Size/Variation in Frequency of Episodes Per Condition

%3]: Center for Healthcare Quality & Payment Reform, "Which Healthcare Payment System is Best?",
Paths to Healthcare Payment reformeilA] 4]
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(22 IV-14] HE2HA 2 XIEHE &

Full
Capltation Il. Doctors Rebel IV. Nirvana
Partlal Efficiency: Med Efficiency: High
Capltation Quality:  Mixed Quality:  High
Case Margins  Low Margin Med/High
Rates
P4P robust

I. A Return to the 70’s | lll. An Unrealistic Option
PAP llte Efficiency. Low Efficiency: Med

Quality: Mixed Quality: Med

Fee for Margins High Margin Low
Service

Solo Stage of Dellvery System Evolution , Tightly Integrated

Practice system with
employed MDs

%7]: Mechanic, Robert, "Healthcare Payment Reform: Creating Conditions for More Efficient Health
Delivery", Policy Brief, The Health Industry Forum, April, 2008.c]A] 2]
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AL] care managertt SAtele] MBI T 2 FES golo| X3St
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(32 IV-15] JIX|R|EHS oZA|AHCZ9] O Eh

Value-Driven A
Medical Home U2=s

Organizational o A | TRANSITION |
Culture =

Volume-Driven

Primary Care R
Fee for Service Enhanced FFS Severity-Adjusted
With Outcome Comprehensive
Incentives Payment

Payment System

Z2]: NRHI, "From Volume to Value", 2008.0x] 2]
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28) Sassi and Hurst, OECD Health Working Paper 32, OECD, 2008
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Cigarettes per adult and per day
Tobacco prices, corected from inflation rate

1950 1980 1970 1980 1980 2000

Source: Hill C, Laplanche A. Tabagisme et mortalité : aspects épidémiologiques. BEH, 2003, 22-23:98-100
(hitpz/mwww.invs.sante fr/belV2003/22 23/beh 22 23 2003.pdf, accessed 30 November 2006).
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T oAl ARl A WS S Fofshke S ARl itk
olg)gt HAER AT 1137 FuldH] iAo wE ogw] Azt g3
2,550, 1o BvkE 7R wE ojgH] HRF 53 4,0609E0] 7]
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3. &, &=, |20 J[2It ARIBHIX HIG
7t 29 HH

FAog Qg AEAAA HlE-2 2007 7o R 1Y it <F 1649
Ae] AE73A1A vlgo] MAshs Ao® BAEATAHYZE, 2009). ©l5
Ho}p PAFeR AuEm, g 7RI AWor zhiEiAY Y
2 oRIE 5ol wWE ALY Edo] 1Y€ B 1059 e, X5H]
T 1Y Bt 499990 AEHE o= eyttt 1sHE dites gt
P oF 12 7,72199¢0] ol2¢t), o= 20101 AEE AR =
£ d3Jske eolth 3, SRkl vlgdAke ZIdigE et Aofel] 2 A
A B3k QSH|ME et =] Alelrt v Bog EMEILE 4
1S £](2009)°) W= 404 FA A= BlEAAl Hlal 7]l
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2 EAEACE e, ws PR wsEAXHI2 Aot A Al(2009)
A AXE Hrd FAE ARS 23] T 2 vl £

B
T SATFE oF 307l o2 Sl

-
ojo
I
1o
E._I
on

sl Aol 71918k 27 AP B8-S 2007 71ECE 3% 9,874
A=, 2009) 02 FAb 3, S0 Al(AdAsl, AR R Q1%
HI-EE 12 59689910 oj2a1 3t} &, ofgfe] oM vehtxol
TESFE(29.7%(2005) — 31.5%(2007)), H8-28(44.2%(2005) —
46.0%(2007)), ASTE(28.8%(2005) — 42.2%(2007)) B5 718k

‘ o Z = [e}Ke) <
9o, Aade] SFRAE Aa Az 98-S o & 9

& VI-3) A FE

ol 2005 2007

N agd [ 9@ [ B4 | 39@ [ A3 [ =4

T o=0 o=0 o=0 o=0 o=0 o=0

=Y =S NS R R R

A 29.7 442 28.8 31.5 46 422

e o 28.1 37.9 258 30.7 422 39.8

o= o] 31.5 51.2 32.3 32.5 51.0 452
Zx): ARy A2A7079E L2l E41(2005~2007), SFAAEAA2E A AJelg

32) &0 Al gelle ARl gy, 2FwEAaEES, AR A9 ARl
], 259 s W18, wE 3 HAFNS, S AlE g 2l
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£ 20051 7R 2% 5559910 FkE 3 JITHHEE 9, 2008).33)

HRHEAlE S35t o] A= Altiet Jeks njHd, 12
A18419] Zad ]UJ%% ofgfe] Felx HoF=xe] 2007 A= HAlel
745 18.3%, oIzl 75 12.0%% AR 95 €2010) = A
2xd719) HRte R QlEf ARleME Hltlo] H= ZES 283l dgto
gk ABIEAAIA HlE= EAstaat Siict £ A, Al HiRte
3t ALE)ZAANA B]RS F 1% 3,638 Aow FAENeH, o
REH7E °F 5415999, 223 Z7IAPE Bl8<] 6,5109H 2Rk
Aoz VERITE

f

O{NHU

(E VI-4) 2O0FHA HIgkE: 2007'A

1 o
25 | 611 | 12418 | A | 25 | 611 | 12~18 | 7|
FA5E | 870 | 132 | 2.60 | 7.50 | 111 | 11.10 | 830 | 9.90

H|ks 8.5 9.5 18.30 | 13.40 3.6 5.60 12.0 7.90
N 140 251 204 595 114 230 179 523
20079 Zobdad AREE 1% FAF: AFE BMI 85-95 WMol vTh A1Fd BMI 95UR4S: o
2w BMI 25kg/m' o4 ﬂ—g
Ag: 2007 FUAFEA: F77 ZAF A7) 1APAE(2007), BAEA7REE - Ay, 2008

4. ZHPAOIE=2| T BTH 228 St FFRE T
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7t elLtzt Seiztzel 2z Y JtH Mol &t

WHOS e A7) 25e] Siiel mal $eivele) gl
& 78R Ueht S0 Side] AuldoR e AS & 4
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9tk WHO HEiad] oJapd 2009 71Foz Sejuele] whjride
$1.98%0e] Hlal, old:ME= 7P = Rl $11.279 ©|23 =
29]°]7} $10.14, A7FEZ $8.06, D= $7.64, ZF~ §7.48, T $6.65,
= 86.55 12| ARE $6.4891 AO= vERdTh

] el el Hoke vl ult dujad Aol 534
oF 1dnit} FeEAEE Ao duiA Stk ool aHe fHEvE
3} SevEle] gurlAe] Fo|E HolFm glEd, $euete] A9 o
2 fElES vuskd 71 aAHE B B opg) skeR 23d 7}
AL Rl 2e & 4 ok v, e THss) E2uplo}
Fel= 22 RIS AL wiid dsshe 2 & ¢ Slok

olFe] fFH=vIEe] WY L5 melel] SElvel A&
9S4 BELS 6,199 FER 2=Ee AR AAEL ok
(B3, 2009)34).

(28 VI-2] RE=7F H Feiuzt FulFH2f £:0](2006 ~ 2008)
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A A9E, oSl s I Wb A R, FadnEAR, SEuassar,
2009. 10914] 2]

34) APz “nPrElel el A0 eyt e, FAdeg SEAE, SR
A8 A7, 2009. 10
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9E 1942 B2 sz oE/a=
SHHI7HZE(£) 3.66(A) 1.28(B) 2.86(A/B)
AELZ(PPPY) 32,868(C) 28,120(D) 1.17(C/D)

23 AYs, cvlgaElel dplg ZRAQ wizbd A ger, SdAMlEARE, SIS OTY,
2009. 100lx] 23]
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ECHH| SHHfACH7HE = (AXD)/C = 3.13 £
= 313X 1,955 = 6,119¥
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2009. 1099141 1]
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E VI7) Hillo| 7|ty

=2 JtHErH S
World Bank(1999) MZEZ = -04
=i =-08
National Cancer Institute(1993) oj== -03 ~ -05
Townsend et al.(1994) = = -047(EFXD
= -0.61(HXh)
Chaloupka and Warner(2000) HWA=-05 ~ -03
Gallet and List(2003) 5007 2819| HEFE A 2 Df= -0.40 ~
-0.44
212114(2007) 10% 7124 QI &k A|
CH7|: 7.9% =8 ZHa
EFT|: 28.3% =29 Zb

4 AYE, cvlgiElel dpigt ZREQ wizbd AY gy, FAAMIEAE, SEHIASATY,
2009. 1004 23]

Tz Aol mER ArSE 1e 20| Az o Wzkepl wkeam,
G e g 9 dht A2 EA A A8 BE % 9
= ke sl B AEAAS AELE BAE g 5 9,
Fle) A12nee A B Askee] Avlg fE8 & otk ARs
o Aske D) Aale) wE EAARNE AAgae] Eks
e g vla) o S0 Aow e

N

(& VI-8) 7}4™#o| g1k (Tobacco Control Scale)

- Prices : 30 points

- Smoking Restrictions/bans : 22 points
+ Tobacco Control Funding : 15 points
+ Ad ban : 13 points

+ Smoking Cessation : 10 points

- Labelling : 10 points

A& Luk Joossens, "Overview of Tobacco Control Policy in Europe, 2007
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ofgfel < 6-9>& el FAES] Wske HolFe Zlo= 20001
o]Fo] FAlE-S WP} gAY, o= RS & itk 53], W] 4
ol 200010l 115%9I4 100%(2004) — 90%(2005) — 80%(2006) —
72%(2007)% A} GoA|aL Jlthe As & = ek olefgt FAlEe] 2
T= e Y] Aol ARl slgks 79 g Al
=

oPIE F5 2% el 122 A olehe Wgelet & & ok

e

& VI FAZ2e| Ha}
(&) %)

‘00 ‘™ ‘05 ‘06 ‘07

<drg >
253 5 5 5 5 5
ok 30 30 30 30 30
A 70 70 30 30 30
s 115 100 90 80 72
FaF 30 30 30 30 30

<FHFT>
ZR2A AT 72 72 7 72 72
32 72 72 72 72 72
BE 72 72 72 72 72
Ba= 72 72 72 72 72
WSHRT 72 72 72 72 72
gF= 72 72 72 72 72

A abded o, TR - 37 AE Aske] tigk I A7 AEEY 990S TR, o EHte] #4

Hallel o] v} 7] 7H e FRA A Al L5F ol
g 4 e, H2e] WA 29E B FR7EE Vel St et
ez Jehdtls A4S & 4 Ik Gallet(2007)302 132712] FAAAT
HEREA S B8l FRke] 7HEE =T @l -0.52, 71l -0.824]
< AABkL 2lem, Wagenaar(2009)37)+ 112712] FAAT vlEREA-S

36) Gallet CA. The demand for alcohol: a meta-analysis of elasticities. The Australian
Journal of Agricultural and Resource Economics, 2007

37) Wagenaar AC, Salois MJ, Komor KA. Effects of beverage alcohol price and tax
levels on drinking: a meta-analysis of 1003 estimates from 112 studies.
Addiction, 2009
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THLeicester and Windmeijer, 2005)39) fUtiollx= AZECE A AN,
2ol TS Falels v, TR AlEole dniE A 2 o
ok olst fixiahl WFeE 2mEEg A, ] BoplE Ykl
39k ek ol AL HlRbA(fat tax)' 2 1QFE Aelgtae &
T om, ARl ofefe] il wt HRiAoR AFdd =
AE Rafse Al 39 mEon B 4 gtk Tehy F9e) 60%7)

IS B WKL ofdf=L 5 - SolM e HRke] Azbdel the

aRIska glem o]l HEsle] ‘BIRMH|(fat tax)'E =YK Tl A
&2 o07 A7Ea ok

Brownell and Frieden(2009) V=12 $Ho2 Hyggol tigh 24|
A =k slet, thee 1 W8-S Al Zlojok A ml=e] Hint
e 22 BEE AR diel] gk /e 2o digk et
AR ek 7P =] didde] Ha Sl Ao] vlE AEAl(food tax)©]
ok AA 4007He] Felxde ol AFgEE B A4S 2d AFe] digh &
Kol IS Feta ok ey wIRlFet oM A S50
=2 399 Alge 7, tE FER ol tigh =& sk

e Folek 2Ae) TFris Agslel 3t 4vlel e Fug 1R

an

38) B U FE ndA, F9, 85 M) ZIlg Ae) AEAAA v 9 B
5 A, dmAEEAe Sedhs] UEAS, 2009. 6.9 Brownell and
Frieden, "Ounces of Prevention- The Public Policy Case for Taxes on Sugared
Beverages", The New England Journal of Medicine, 2009. 4] W82 2|dt A,

39) Leicester and Windmeijer, “The fat tax: economic incentives to reduce obesity”,
The Institute for fiscal Studies, Briefing Note No 49.



A @s]mtq, A cakiel 4e v Relxn g 22h) A%
of dlme g4le] avle zTKpe] Fa 99le] B7] wre] X, F
=38

=7k Oﬂf\H AEA

]

GRS TR SR(E MY, SRS TR tEs, At a8a
S e eSS 55 E3hHS HTS dlelke Y 2 99 F
Spoltt. 9] 04%31] o Here] AHe Al 9F 21
S W Bedo] glom olfjdt S8 AwMle] Fke vk P

g 99e We Aow delg we ZNAde] A0S 99
N oleigh gRe] AH} haslolol sh, PRl FereRe] A
S AgERe AL Stk SRR dTHINE BEET 9l

_

A7) olget eRE FadT ofdle|So] A Rl 10~15%
2R3l =), 6]——‘_:,'—— 3l 2ol e7= o AxE u up} ojglo|s} wlwt
o] & 7}sA4e 60% Z7FsIA Pk

Hafell thek FpAl7E vztadl] vl 2GS viFla, 9 70l =
1 1

7} aHAE SolE W) A e guol Mi 0101 S JES &

el 7ol AEEss, 2ela AR dda} ofxyt nipbse
= Fl=Rle) vk S71E Aolth AaEE AFske d=ele] 1/4
T oE Zo®E diAlEolE, 19019 AZF 80007 =] HAE RS 4 3
thao) ol2fgt Zee] AFe o viRk} B, Tea ARESe] 99

40) oI5 FAIE ShkePy, 2107 5 e TH9.
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BR7E APl el e, ZHAdl ols st Tl FalE
T UEF APl BAk dttal Fgske T1Ee] ok 2efu Ao
Ade] B 2AE AN et 2ok A A, 2ol rl=ollA
= HvE} S AEs] 98 Ikt 7909 2EiE FAksla /e,
olgigt nlg-e] At HJr= HtJAo)(Medicare)9} MTIAo] =(Medicaid)©l
A AEE L e, ole 2 IRl Alge] AEH Ye= ovldhtt
ok gk L] Ae), gadAskE Fo AlRlA BlES FEARITH
= A, Al Hodskes TARE 1o FHo Bt doltt. HdaE A
MRS gk oR Aate] SR7F A7 7t HA] eetial e,
oot AAE PESP ol ofde], FAdFe] aNAE ekl
It &HAPE ool diell ArApET B B2 FEE 7R A
u¢- ook Al A, AFFREEelE 8T A 1221 1349
AE Faei] <o 129989] Alde 23t olele 2= AT
I gEe] TR SR A Helo] & 4 Sl Zloltk

B ol9f 22 Ao wifojd EAgtE 5 AEAle HuAlg
TAlehs e oE A4S 7R dvke itk wujel vk 2
ARRS AES 7] flall WieA]l S22 AFslok s, ofwgt 3 SR
gl B]kEAle] gk sjAAE o}
Ao 7 A e e
SHAE B e HE 7MY avke AS ATl Folok gtk :Lﬂ
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A9 Ak A
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Y 5 QA o] A% 4] ke Eake vielE Zlele)
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7io] ¥ the BREY] $FYFOR 20k A8 SR
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o Wi EEAle e SdE Aael] Wi anikaaapt 2 2o
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218 ARagol e S TRt VdAke] 72%« o] AT
o] HIRPIA|E fIaliA AR&E|eIA|of gtk ela 3T

Ao EEA(HIANE oF 10%] s MAE /AT &
4 AE Fow, whdel] NP EA)E ZAIEe SIS B8 A
-

Fole FEA Z6] FAG 5 e 4ES K Uk Zeldk

HHl, & BT S S 22 SRRl ke sl A
SANA, FRES] SRS EReta AW osle] oaH| AARNE
AT F J=E et 22 ikl A5 AR Zevt glrk & A
A 5 JEleh sl the 7 E Weks =elal oo BRkEESl
et 7 A ek IbdsiAl AlQkslarat ik,

3
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A, el FRell the A A Aslele] Helel 7 b A
< Flske Zo| Basittk 7H VAl AL AZeolde ke 714
Qo] o]fol= o] niEAE Aotk =&, wuiel TRl digh
affordability S A|&H 02 slgdsl= o] 583, ol& flsl E7Ms
B 255 VRS dEsle] dulel 7R AiirEed 2drAe]
sieto] WASRA| B ke Zlo] dasitt stk AlA|, FFE(public
health)¥elxe] el FR7F Fas 3108 + s A% 2
el o] BHAEARe] Fglo] Zshd Hert vk aela, =Rle| 3%
ST = Q18 A Ao R RS ¢ S A 2R

=

W Feke o] aTHLL WA, FRel A% M A% 2
=z

go] Mg Fsled Anrle] RS FHAslshs Zlo] i oz
AlgEth oA =9)3 ule} o] ml=e] Commonwealth Fund®| X1l
AMoMe A= o 1 B 0.0189] A2 A FE ARk 9le

H, 2dE AL vt Zeoss I3 VIEs F5 F AHE

"



e v 5 A6l PAE slEae® Qs FRelr AlEs
22 H RBol ARSIl 8 Aol b Falldae A8k %@Mﬂ %

=<}
Ao) AFFAREF H3he 95 B 5 AL glole AmEh A3

A
T
lo
£
I

TAFCRmE AnSTol et ogAu

= = T JEE oha, HEgk o8] Tl gk A= .
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A7} social security activitiesol] Z-83laL Itk WA, AAaEZH(oF)o|

X8k 70 Feldk A%l digh o] SaiE 5 AwE ALl

& A7) QAR A L TG 5 Y= Flelo Ak
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41) 392 (benefit principle)°l|gt - FHAP} TEAH| AZRE] W2 Holof| H]HBlE
2 A5 Bllske das ok
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B BaxeMe SaAly FgstE flele] AEAAl 7 il B9
2XTo] X AL 93t okde] AR AL 2 ggulel 717} Z=x] 9l
Aok 9fgh WkkE SHo= A Hgitt

n]=r2] Schoen et al.(2007)°ME 2181 A7EE 918k k] we}
1d, 59, 10d @9z IRIe gl vXe & FAEHE Bl <&
VII-1>3} o] AASlaL itk HIF, ml=elxe] =o)7) 2] Aot &
oll F3lelA] 2 SHo] AN AAElA = AAhe vt wil$- &
o2 Z|diEch oiRk olydt FAS AAZ 9ol gt LAe

A
T A FAIG TRl S0l aejE|ojof & Flolth,

& VIF) Hajdiotnt Zglo|2H|of| olX|= = FH =14, 54

Cumulative Cumulative
One-vear Five-Year 10-Year
Impact Impact Impact
on NHE on NHE on NHE
(billions) (billions) (billions)
Producing and Using Eetter Information
1. Promoting Health Information Technology S8 s14 —%88
RIS Sh ey e —s1s —s125 —s3es
3. Patient Sharsd Decision-Making —s1 —s4 —$9
Promoting Health and Disease Prevention
4. Public Health: Reducing Tobacco Use —s$5 —s64 —s191
5. Public Health: Reducing Obesity —$3 —s61 —$283
6. Positive Incentives for Health s0 —S$5 —$19
Aligning Incentives with Quality and Efficiency
7. Hospital Pay-for-Performance —s2 —s14 —$34
8. Episode-of-Care Payment —517 —596 —5229
S TG armary Sare and —ss —seo 194
1 Bl Contribatione ons ! —s10 —ss5 —5131
Correcting Price Signals in the Health Care Market
s BT R —s3 —s20 —s50
12. Competitive Bidding —S7 —$42 —S104
13. Negotiated Prescription Drug Prices —S3 —s16 —$43
14. All-Payer Provider Payment Methods and Rates s2 —s$23 —s122
16. Limit Payment Updates in High-Cost Areas —s4 —$43 —s158

Notc: A negative number indicato:
a posihive iIndicates spending ne

pending decreases compared with projected expenditurcs (i.c.. savings);
ses

Z}&: Schoen et al, 2007
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