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A Study on the Long-term Care Insurance Fee in the South
Korea: Focused on the Activity Based Costing Approach

Seongho Bae* - Changhwan Shin**

Abstract

The purpose of this study is to examine the rationality of insurance fees for long - term care
insurance from an accounting perspective. Specifically, we will examine the adequacy of the long-
term care insurance fees of elderly nursing homes under the view of activity-based costing (ABC).

After classifying the services provided to residents in the nursing care facilities into 14 major
activity categories, the cost per activity was estimated based on the cost drivers for each
activity. The results were as follows: 1*' grade KRW 66,428, 2" grade KRW 66,508, 3" grade
KRW 63,111, and 4" grade KRW 57,393.

For reference, the insurance fees of the Ministry of Health and Welfare in Korea 2017 is KRW
59,330 for the 1% grade, KRW 55,060 won for the 2" grade, KRW 50,770 for the 3" grade and
KRW 50,770 for the 4" grade. Therefore, the estimated insurance fees based on the activity
cost is about KRW 7,098 to KRW 12,341, 12%~24.3% lower than the others.

The fact that the level of current insurance fees are lower than the estimates of the long-term
care cost means that the current insurance fees do not maintain the actual cost level incurred by
the care institution. In addition, it was confirmed that the second grade number of KRW 66,508
is larger than the first grade number of KRW 66,428. It means that the level of first grade fee

is different from the current insurance system which is higher than the second grade number.

Key words: insurance fees for long-term care, activity based costing

* Kyungpook National University, Business School, Assistant Professor, First Author
** Kyungpook National University, Social Welfare, Associate Professor, Corresponding Author
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