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The development and application of add-on payments in a DRG system
Jwo-Leun LEg', CHIN-TuN HunG?, WEN-Y1 CHEN', Tzu-HsIN Tsar’, CHUNHUET CHI

New medical technologies have often been applied to inpatient care; however, when a new
medical technology becomes available in the market but is not yet covered by national health
insurance, such a technology is excluded from the Diagnosis-Related Group (DRG) list. Consequently,
hospitals may be reluctant to use it. Ideally, once a new medical technology is approved by the
government, it should undergo a health technology assessment (HTA) to ascertain its applicability,
effectiveness, and cost-effectiveness before it is covered by a national health system. At present,
however, the lack of HTAs makes the relative advantage of a new medical technology unclear.

The adoption and use of a new technology in a fee-for-service payment system usually leads to
increased medical expenditure. This is where the introduction of DRG add-ons plays an important
role in regulating the rates of adoption of technology and rising expenditures. The major challenge
in dealing with a new medical technology is how to design a payment system that will achieve the
goal of controlling expenditure while providing adequate incentives for technological improvement.
The purpose of this article is to compare how several industrialized nations designed their DRG add-
on payment incentives in order to regulate the adoption of new medical technologies by their national
health care systems, and to provide policy implications for Taiwan. We summarized the DRG add-
on payment systems implemented in the United States (U.S.), Germany, France, Italy, and the United
Kingdom (U.K.). Their systems share several common features in that they are consistent with the
existing payment system, emphasize professional autonomy, use primary diagnostic codes as the
foundation, provide formulas for negotiation, and are based on technology assessment (except Italy).
There are unique features in some countries, such as an emphasis on cost control (Germany, France and
Italy), restrictions on who can apply (Germany and France), setting up review committees (Germany
and France), a cost-based foundation for medical technology (U.S., Germany and U.K.), and an
emphasis on transparency (U.S., Germany and U.K.). For Taiwan, the lessons we learned from these
countries include the importance of DRG add-on payments in providing consistency in the payment
system, control of long-term health care costs and control of household out-of-pocket payments for
health care. In order for DRG add-ons to achieve policy goals, Taiwan needs to establish systems for
medical technology assessment and standardized medical cost accounting. (Taiwan J Public Health.
2013;32(3):205-219)
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