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The Effect of Specialist’s Income on the Application

of the Residency Program

Youngho Oh
Korea Institute for Health & Social Affairs

1. Introduction

In Korea, there is a controversy over the imbalance of supply and demand of medical specialists
due to their preference of certain type of specialties. The imbalance in application appears
throughout different medical fields, with the field of psychiatry showing the highest application
rate as 1.5 times more medical students applied for the field than the admission quota, whereas
no one applied for the field of tuberculosis. The medical specialist occupancy rate, which is
affected by the application rate, also shows a similar imbalance. There are 11 fields of
specialization that show medical specialist utilization rate of 90% or less, and the rates for the

fields of thoracic surgery and urology are even lower at around 40%.

To improve the imbalance in application for different fields of specialization, which directly
leads to the imbalance in supply and demand of medical specialists, policy measures such as
government subsidy for unpopular fields, and reduction of the quota for interns and residents in
relevant fields were being implemented. However, the imbalance in application and shortage of
specialists in certain fields have not been improved significantly. Rather, the imbalance between
some fields that show high rates of application and placement while those with low rates have
further widened. Concerning the imbalance in the preferred fields of application for last five
years, the imbalance index of specialized fields that have shortage of applicants (applying the
concept of dispersion) increased from 32 in 2008 to 34 in 2012, and the imbalance index of the
medical specialist assignment occupancy rate also rose slightly from 31 to 32, indicating that the

imbalance in application is being sustained.



Therefore, it is expected that the mere changes in the subsidy amount for interns/residents and
overall quota of medical specialists will not solve the problem. In this regard, the study attempts
to estimate the impact of the income of medical specialists and related variables, which are
pointed out as the reasons behind the imbalance in application for different fields of
specialization, and to present the basic data that can be used in developing the policy for

achieving the balance in supply and demand of medical specialists in the long run.

. Research Methods

The human capital approach was used for the study. According to this theory, potential workers
consider benefits (potential monetary earnings and non-pecuniary return) in choosing their

occupations.

The analysis unit of the study is not individual medical specialists or their personal
characteristics but the fields of specialization, or groups, and the inherent characteristics of each
field. This is because the imbalance in application for medical specialists is fundamentally
based on the inherent differences between varied fields of specialization, such as the expected
income after becoming medical specialists, the level of difficulty of medical specialist training
and medical consultation as well as working conditions, rather than the characteristics of
individual specialists. Occupancy rate model of specialists was applied by the panel data of 26

major fields in available duration(2001~2013).

Concerning the source materials of the study, the statistics on the income of medical specialists
in different fields of specialization (2001~2013) were obtained from the National Health
Insurance Service, whereas the statistics on the amounts of health insurance benefits in different
fields of specialization, the weighted relative value points in different fields and the amounts of
medical service usage (2008~2013) were obtained from the Health Insurance Review and

Assessment Service. Data related to the difficulty of training and medical consultation/treatment



by medical specialists was collected through a questionnaire survey of 26 societies of different

fields of specialization via mail.

3. Results

First of all, it was appeared that income of specialists has effects to occupancy rate.
Occupancy rate of specialists varies depending on the income of specialists, and it was
projected that the rate increases as the income gets lager. Above all, effect of medical
specialist income in different fields of specialization on the occupancy rate of
medical specialists was shown to be greater in supporting fields or minor fields of
specialization than in that of major. According to the fixed effects model in Model
1, an increase of 1,000,000 won in monthly income is required to raise the
occupancy rate of medical specialists by 1.2% point. This can be recognized through
income elasticity as well. The income elasticity of the medical specialist was between
0.0377 and 0.09152, which is extremely low. Based on the result, it was estimated
that a 1% increase in income led to the increase in the medical specialist occupancy

rate of between 0.0377% and 0.09152%.

Second, the existence of medical specialist training subsidy, one of the variables that represent
group effects of specific fields of specialization, appeared to affect the occupancy rate of
medical specialists. According to the estimation based on the model that did not differentiate
between different levels of medical specialist income, the occupancy rate of medical specialists
in fields which are not favored by applicants for medical specialists and are thus targets of

medical specialist training subsidy appear to have increased by 6.37% point.

Third, the difficulty of training and medical treatment/consultation, one of the variables that
represent the characteristics of different fields of specialization, appears to affect the occupancy
rate of medical specialists greatly. This means that medical fields that accompany difficult
training process and high level of difficulty in medical treatment/consultation suffered from the
reduction of the medical specialist occupancy rate. When the score for training and

treatment/consultation increased by 1 point, the occupancy rate was estimated to drop by



10.523% point.

Fourth, the increase/decrease ratio of medical specialists, which was categorized as a variable
that shows the characteristics of different fields of specialization, appeared to have an impact on
the occupancy rate of medical specialists. In general, the occupancy rate decreased by 0.135%
point when the quota of medical specialists was raised by 1%. It is seen to indicate the necessity
to determine the appropriateness of the medical specialist quota and adjust it in order to enhance

the medical specialist utilization rate.

. Discussion

The concentration of application in certain fields of specialization that leads to the imbalance in
medical specialist occupancy rate can be partly explained by models based on the medical
specialist income, job stability and characteristics of each field, and is partly attributed to unique
characteristics of different fields that are not explained by these models. Therefore, it is
necessary to advance into the direction of improving the inequity of group effects of different
fields. Meanwhile, there needs to be the precondition that the medical specialist quota of each
field is appropriate. In this relation, it is necessary to consider the appropriateness of the medical

specialist quota in fields of specialization with low occupancy rate that are problematic.

There are policy means to improve the occupancy rate by adding a certain percentage to the
health insurance fees or using policy variables to standardize the preference index of fields
which have preference index — calculated based on group specific effect of each field — lower
than 1 and have been proven to have appropriate medical specialist quota. Concerning policy
means for reducing the influence of group specific effects of different fields, policy variables
including the income variable, the issue of the difficulty of training and treatment/consultation

as well as the adjustment of the medical specialist quota can be applied.



Also, the means of stabilizing legal employment can be considered for the purpose of enhancing
job stability according to the characteristics of different fields of specialization. In order to raise
the medical specialists’ income, health insurance fees have to be increased. However, as the
elasticity of health insurance fees in relation to income is low, this measure is expected to have
limitation in increasing medical specialist income through health insurance fees. Another way to
increase the income is to control the number of medical specialists on an appropriate scale. If
there are too many medical specialists, income per medical specialist would dwindle due to the

limitation in the overall amount of medical service usage.
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29. Kinge: Income and health expenditures in Norway: an instrumental

variable approach

Jonas Minet Kingel,2 (jonas.minet.kinge@fhi.no) & Henning @ien2,3
1 Norwegian Institute of Public Health
2 Department of Health Management and Health Economics, University of Oslo

3 Norwegian Social Research at Oslo and Akershus University College

Abstract : This study investigates the impact of aggregate income on aggregate
health expenditures in Norway using data from 428 municipalities from
2001-2015. Our objective is to provide causal estimates. The analysis is
carried out using panel data methods to control for time-invariant effects
and instrumental variables to account for any time-varying effects. The
instrument is based on a heterogeneous effect of oil prices across different
parts of Norway depending on the oil dependency in the local economy.
Our main result is an income elasticity of 1, i.e. the income elasticity is
unit elastic. This suggests that local health expenditures increase with
increasing income and that local income fluctuations are a driver of

geographic variations in health care expenditures.



