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Abstract

To control the growth of health care expenditure, Taiwan’s National
Health Insurance (NHI) has phased in the global budget (GB) system.
However, the system also has profound distributional effects on health care
resources. The study aims to investigate how health care providers were
directly influenced from three perspectives. First, from budgeting and
conversion factor (unit price) calculation processes, key parameters that
influence conversion factors were identified, and the trend of conversion
factors was analyzed. Second, health care services patterns of each global
budget sector, and different types of hospitals and medical specialties were
examined. In addition, to account for the growth in total points of specific
procedures of western medicine, they were decomposed into price, mix and
volume variances. Third, conversion factors and hospital revenues were
simulated to evaluate financial risks of hospitals under different scenarios.
Statistical reports and claim data from Bureau of NHI were employed for the
analysis. Results showed that as the GB system was effective in control
overall costs. However, different GB sectors had different patterns in
conversion factors and health service utilization. Results also showed the
main factor contributing to the growth in total points of special procedures
was volume variances. Simulations demonstrated that regions’ conversion
factors and hospital revenue discounts varied to different extents under
different scenarios. Key influencing variables included the allocation of
outpatient and inpatient budgets, and individual hospital budget policies
within the GB system implemented by Bureau of NHI. More importantly,
due to policy design and different hospital service structures, even hospitals
in the same region had encountered different levels of financial risks in
terms of revenue discount or increase. In certain scenarios, smaller hospitals

had greater financial risks than the larger ones. Therefore, the GB system has



redistributive effects not only on different regions but also on hospitals
within the same region. The study therefore recommends that the policy
design needs to be improved to minimize adverse incentives, enhance
fairness in payment, guarantee health care quality, and develop peer
coordinating mechanisms among providers. Last but not the least, the study
recommends that NHI should set up an information system to monitor and
simulate conversion factors to support the operation and the evaluation of

the GB system.

Key words: Global Budget, National Health Insurance, Health Care

Resource Allocation, Health Policy Analysis
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