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By Randall S. Jones

Covid-19 has had a profound economic and social impact in a number of areas, such as education and travel. Healthcare has also been affected,
including a massive spike in the use of telemedicine, which was already used in a large majority of OECD countries, including Japan, as well as
in China. However, Korea has not introduced telemedicine, even though it stands out as one of the world’s most wired nations. Telemedicine
should be an important component of Korea’s New Deal. As President Moon said in May 2020, “the government will boldly execute the
Korean New Deal so that Korea can lead new industries in the fields of digital and distance services”.

Telemedicine can be defined as the use of information and communication technology (ICT) to deliver healthcare at a distance. It allows
healthcare, one of the most information-intensive sectors of the economy, to make greater use of information technology. Telemedicine is not
limited to physicians; for example, nurse practitioners and clinical psychologists can also use it. Telemedicine includes two distinct aspects:

« Interactive or real-time telemedicine using direct and synchronous communication between providers and patients.
« Telemonitoring is the use of mobile devices and platforms to conduct routine medical tests and to communicate the results to healthcare
workers. Data on patients, such as pulse, heart rate and blood glucose, can be collected remotely.

Potential benefits oftelemedicine

There is growing evidence suggesting that healthcare delivered via telemedicine can be both safe and effective, resulting in better outcomes
than conventional face-to-face care in some cases. Telemedicine can also be cost-effective. In a U.S. study, it was estimated that a typical visit
to a doctor takes about two hours, including 37 minutes of travel. Of the 84 minutes at the clinic, only 20 minutes is face-to-face with a
physician. The opportunity costs for the patient and the economy are veiy large. In addition, telemonitoring can be used for preventive care that
can reduce the number of people requiring hospitalization.

Moreover, telemedicine enhances access to healthcare. Many people do not even make it to a doctor’s office due to various obstacles. In a study
of 23 OECD countries, between 11% and 65% of people reported unmet medical needs in 2015-16 due to access barriers, such as waiting
times, distance and transportation. Digital technologies thus have the potential to provide greater access to healthcare.

Korea, as a world leader in ICT, is well-positioned to benefit from telemedicine. Its ICT sector is a driver of innovation, and has high shares of
value added and employment. Business sector R&D in ICT is high, resulting in more ICT-related patents (as a percentage of total IP5 patent
families) than any other OECD country. Korea also outperforms many OECD countries in fixed and mobile broadband networks with very high
penetration of fiber in fixed networks and well-developed mobile broadband.
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The potential benefits of telemedicine are particularly large in Korea for a number of reasons:

« Korea faces the most rapid population aging among OECD countries, which will sharply increase healthcare spending. Indeed, the old-
age dependency ratio (the ratio of the population aged 65 and over to the population aged 15-64) is currently the sixth lowest among the
37 OECD countries but is projected to be the highest by 2060. Policies, including telemedicine, are essential to enhance the efficiency of
healthcare.

« About a quarter of Korea’s elderly population lives in rural areas. Telemedicine would increase access to healthcare for those who need it
most.

¢ The number of doctor consultations per capita in Korea was 16.6 in 2018, the highest in the OECD and more than double the average of
7.6 (Figure 1). Replacing some of the in-person visits with virtual consultations would result in large reductions in travel and waiting
tunes.

« Korea only has 2.3 doctors per 1,000 population in 2017, the third lowest among OECD countries after Turkey and Columbia (Figure 2).
That is likely to remain the case as the number of medical school graduates in 2017 was also the third lowest in the OECD (Panel B). The
relatively small number of doctors risks leaving some parts of the country with inadequate healthcare, increasing the need for
telemedicine. In addition, the greater flexibility of telemedicine could allow better use of doctors’ time.

Figure 1. Korea has a high number of doctor consultations
(2019 or latest year)
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The coronaviius pandemic has expanded the use of telemedicine in many countries, hi Korea, the government has allowed doctors to offer
medical services to patients via telephone on a temporary and limited basis since February 2020. Between February 24 and May 31, about
360,000 telemedicine bills were issued by 4,651 hospitals, according to government data. Telemedicine has thus played a useful role in
providing treatment while protecting medical staff from being exposed to the virus. Telemedicine will also help prepare for a possible second
wave of coronaviius infections. Few cases of misdiagnosis or other problems in the telemedicine consultations have been reported. In addition,
a regulatory change introduced on June 25 will allow certain hospitals to provide remote medical services to overseas Korean amid the

coronaviius pandemic beginning in September. This exemption will last for two years.

Soufce: OtCD(2019). OtCD Health at a Glonce.

Figure 2. Korea has relatively few doctors
(Practicing doctors, per 1,000 population in 2017 or latest year)
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Source: OECD (2019). OECD Health or o Glonce.
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Figure 3.
(Medical graduates, per 100,000 population in 2017 or latest year)
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Source: OECD (2019], OECD Health at o Gance

Significant opposition to the introduction oftelemedicine in Korea

With the National Assembly beginning its four-year term in May 2020, the government is now discussing the possible introduction ofa bill to
revise Korea’s Medical Act to allow telemedicine. Yong-beom Kim, Vice Minister of Economy and Finance, said that the Ministry “is sticking
to its stance that there is a need to actively review the implementation of telemedicine services”.

However, it continues to face significant opposition from the Korea Medical Association (KMA), which represents some 130,000 physicians,
and civic organizations. After the introduction of legislation in 2014 to allow telemedicine, the KMA threatened to strike. Moreover, its
cooperation with pilot projects to assess the feasibility oftelemedicine has been limited, hi 2019, the ruling Democratic Party drafted a bill that
called for providing telemedicine services to people on remote islands, prison inmates, deep-sea fishermen and soldiers deployed to hard-to-
reach areas, but the bill was not submitted due to strong opposition.

Dae-zip Choi, president of the KMA, said that “We have no choice but to wage an extreme battle if the government pushes for telemedicine
because it could undermine the nation’s medical system”. The opposition reflects a number of concerns. First, telemedicine could lead to
misdiagnoses and the theft of personal data. Second, it could hurt smaller clinics, which rely on close geographical proximity to their' patients
and do not have the resources to invest in telemedicine. Iftelemedicine were allowed, such clinics could be replaced by doctors associated with
large, well-known hospitals. The collapse of small clinics would ultimately reduce access for essential in-person healthcare. Third, opponents
fear that telemedicine will create a lucrative market for “smart” health technologies that will benefit only those who can afford them. Fourth,
there is concern that allowing telemedicine would open the way for for-profit hospitals. Under the Medical Service Act, for-profit hospitals are
prohibited.

Conclusion

Telemedicine has the potential to expand access to healthcare, which will help cope with the immediate threat of COVID-19 and improve
health outcomes in the long run. Moreover, it can enhance the efficiency of healthcare, helping contain the rise in healthcare spending as the
population ages. At the same time, telemedicine may introduce new risks. The guiding principle should be to focus on telemedicine services
that improve healthcare quality and provide clear benefits to patients. In sum, telemedicine can help improve equity and efficiency in
healthcare, while contributing to the government'’s goal of making Korea a “digital powerhouse”.

Randall Jones is a Visiting Fellow at Columbia University and a Non-Resident Fellow at the Korea Economic Institute ofAmerica. The views
expressed here are the authors alone.

Graphics by Juni Kim, Senior Managerfor Operations and Technology, Korea Economic Institute ofAmerica.
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About The Peninsula

The Peninsula blog is a project ofthe Korea Economic Institute. It is designed to provide a wide ranging forum for discussion of the foreign
policy, economic, and social issues that impact the Korean peninsula. The views expressed on The Peninsula are those of the authors alone, and
should not be taken to represent the views of either the editors or the Korea Economic Institute. For questions, comments, or to submit a post to
The Peninsula, please contact us at ts@keia.org.
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The Telemedicine Controversy in Korea

By Randall S. Jones Covid-19 has had a profound economic and social impact in a number of areas, such as education and travel. Healthcare
has also ...

An Emerging Market for Hallyu: the Growing Indian Fan Base

By Neha Cariappa South Korea’s pop culture wave (or Hallyu) is making its mark in India. As recently as five years ago, Indians would have
only...

South Korea Seeks to Lead Hydrogen Economy

This briefing comes from Korea View, a weekly newsletter published by the Korea Economic Institute. Korea View aims to cover
developments that reveal trends on the ...
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