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Health Financing 
 

Resource Generation:  

    mainly public sources (tax, social health insurance) 
 

Resource Pooling: 

    pooling resources in a big pool 
 

(Strategic) Purchasing 

- Benefits coverage: How to make a decision on which 
treatments/medicines to be covered by public funds? 

- Payment to providers: Contract with which providers 
with which conditions? 

 



Kwon: Financing Cancer Care 3 

 

 

I. Benefit Coverage 
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1. Which Services to Cover 
 

Benefit coverage determines 

- financial protection for people 

- financial sustainability of the financing system 
 

In principle, health insurance needs to include all medically 
necessary services in the benefit package, but defining 
medically necessary care is controversial 

-  Definition of medically necessary care can be different for 
different countries if it needs to take into account the 
preference and willingness to pay 

- Health financing system faces an increasing pressure of 
cost containment for financial sustainability:  

  cost-effectiveness has been increasingly adopted as a key 
criterion for benefit package decisions 
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Approaches to Service Coverage 
 

Target priority diseases 

 - analysis of the burden of diseases 

 - increasing burden of chronic diseases 

-> coverage of NCDs and preventive/screening services 
 

Target population groups: efficiency, equity 

- elderly, vulnerable population, children 

- Politics of priority setting 

 

Can also adjust cost sharing of patients (copayment) 
based on diseases (e.g., catastrophic conditions such as 
cancer) or population groups 
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2. Criteria for Benefit Coverage (Priority 
Setting) 

 

- Severity (death, disability) 

- Equity, Social solidarity 

- Economic burden of patients, Number of patients 

- Effectiveness, Cost effectiveness 

- Budget impact, financial sustainability 

- Individual responsibility 

 

Definition of each criterion?  

Relative importance of each criterion?  

Who decides? 

Changing value? 
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II. Benefit Coverage Decisions 
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1. Decision on Benefits 

 in a TRANSPARENT way 
 

Technical committee (experts), Technology Assessment 

 - Collect, verify and interpret evidences on the cost and 
clinical effectiveness of various services 
 

Social value judgment, consensus building 

- Limits of cost-effectiveness for ethical or equity issues 

- Benefits decision is essentially a priority setting 

- Should reflect preference and willingness to pay of 
society -> Tripartite Committee or Citizen Council 
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2. Challenges of Economic Evaluation 
 

- Value of ICER (Incremental Cost-Effectiveness Ratio) 
threshold in terms of Cost/QALY (Quality-Adjusted Life 
Years): society’s willingness to pay, can be related to 
GDP (e.g., 0.8GDP - 1.2GDP in Korea)  
 

- Limited equity consideration: application of the same ICER 
threshold to different population groups?  

  -> E.g., Small benefits to a large number of patients with 
minor illnesses or big benefits to a small number of 
patients with severe illnesses?  

 

- Requires technical expertise who perform economic 
evaluation: conflicts of interests for experts? 

- Generalizability of (clinical) study results from other 
countries   

 

   



Kwon: Financing Cancer Care 11 



12 

3. Social Value judgement and  

     Consensus building 
 

a. Citizen participation (discussion and deliberation) for 
(social) value judgment in benefits decisions 
 

- Fairness in process or procedural justice:  

   -> Single optimal solution to take into account all 
contexts and contingencies may not exist, nor sustainable 
 

- Need evidence generation by experts, but also need to 
add value of lay person/payer/citizen 

- E.g., Citizen council of UK NICE, Korean NHI 

 

b. Tripartite Committee: payers, providers, experts  
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4. Citizen Participation and Deliberation 
 

Role of Citizen (Lay Public) 

- Represents the opinions (value judgment) of “average” 
citizens, who pay for health care (financing) 

- Promotes democracy and transparency in the decision-
making process 

 

Deliberation 

- Obtain more informed and robust feedback 

- Leads to consensus building and information exchange 

- All participants are provided information on the topic 
before the deliberation -> discussion can be informed 
by evidence 
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III. Issues of High-Priced Medicines 



Key Issues in 
 Access to High-priced Medicines 

Medicines with 
market 

exclusivity 

unaffordability unavailability 

Uncertainty  

High price 
Market withdrawal 

Insufficient evidence of 

clinical benefit 
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1. Market Withdrawal and Accessibility 

 
Multinational pharmaceutical companies often stop 
domestic drug supply in a bid to raise their prices, which 
endanger patient’s access to essential medicines 

 

Examples of Korea  

- In 2001, Novartis stopped the supply of Glivec (for 
leukemia), demanding a raise of the drug price and 
resumed supply due to public rebuke 

- In 2018, Guerbet Korea cut the supply of Lipiodol (liver 
cancer) in Korea, and supply resumed after a 3.6-fold 
increase in price 
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2. Insufficient Evidence of Benefits of 
some High-priced Medicines  

Marginal or no additional therapeutic benefits to patients, 
especially in some anti-cancer medicines and orphan drugs  

– Only one-third of cancer medicines approved by US 
FDA and EMA had shown evidence of prolonged 
survival at the time of approval  

– Modest survival gains among cancer medicine 
reporting the effect of extended survival: median 2.7 
months (range: 1.0 month to 5.8 months) (WHO) 
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3. Value-based Pricing 

 Pricing based on benefits/values to consumers 

- Evidence-based resource allocation/priority setting  

- Cost-effectiveness is a necessary condition of listing the 
new drugs in Korea, Australia, etc. 
 

 Concerns 

- Unclear use of “cost-effectiveness threshold”, 
confusion about ‘value’ 

- May have to accept high prices for low benefits, for 
cancer or orphan medicines, when there are no 
alternatives 

- Limited role in buying very expensive drugs that are 
cost-effective, but unaffordable with restricted budgets 

- Can not fully consider social value judgement  
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4. Managed Entry Agreement (MEA) 

Arrangement between a manufacturer and payer that 
enables access to a drug subject to agreed conditions 

- Financial based agreement (volume/price, spending 
cap), outcome based agreement 

- Strategies to cope with global pricing policies of 
multinational companies 

- Selected by individual countries, particularly high-income 
countries, to improve access to high-cost drugs 

 

 Increasingly being used in HICs, particularly for cancer 
treatments and orphan medicines 
 

 Confidential discounts lower price transparency 

 Political cost of de-listing: e.g., patient groups 
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5. Key Lessons on Cancer Medicines 
(WHO, Technical Report on Pricing of cancer medicines and its impacts, April 2019) 

 Applying eligibility criteria could ensure efficient & high-
quality use of medicines: Eligibility criteria by indications, 
patient characteristics, qualifications of the physician, 
context of use, pre-authorization 
 

 A policy of trying to fund the same number of cancer 
medicines as are available in other countries will not 
result in substantive health improvements, but will result 
in significantly higher costs  
 

 Countries should instead consider their specific health 
care context, including factors such as population need 
and available funds: Lower availability and ‘slower’ 
access of cancer medicines in New Zealand and Australia 
than the USA has not had a negative impact on patient 
access to medicines that deliver good clinical value  
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IV. Contracting and Payment 
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1. Purchasing in the context of SHI: 
Contracting with Health Care Providers 

  

Many SHI contract with both public and private providers 
with the same terms, e.g., price, benefits package 

- Need policy measures for public providers to be 
efficient (for successful PPP): e.g., fiscal autonomy  
 

Monitoring and evaluation of the quality and performance 
of providers 

- Disclosure of performance to the public 

- Selective contracting based on performance evaluation 
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2. Selective Contracting 
  

Selective contracting based on objective criteria is very 
crucial in specialized services, sophisticated treatments 

- Capacity: personnel, technology, equipment 

- Performance: quality, outcomes 

- Duration of contract 

- Decision-making body/committee 

 

In many countries, SHI contract with university/teaching 
hospitals for those treatments 
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3. Pricing and Payment 
  

Most countries pay higher price for higher-level providers 
(e.g., tertiary care hospitals) 

- Additional pay for teaching/education 

- Additional pay for investment 
 

Same or different price for public vs. private providers? 

- If the state budget pays for capital/fixed cost of public 
hospitals, SHI can pay only operating cost to public 
hospitals and pay full (fixed and operating) cost to 
private hospitals  

- If the role of state budget in the funding of public 
hospitals is minimum, SHI can pay same price to public 
and private hospitals 
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4. Pay for PPP in Infrastructure 
Development and Operations 
 

- “DBOT” (design, build, operate, transfer):  

   private partner invests and maintains the 
infrastructure, and government is responsible for 
service delivery 

 

- “DBOD” (design, build, operate, deliver):  

    private partner also delivers health care service and 
takes financial risks of operation 

 

Various types of contracts or joint venture investment 

- Risk sharing arrangement/contract:  

     how to share costs (initial investment cost, operating 
cost) and net income, contract time (years) 
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