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Abstract: The Diagnosis-Related Groups (DRG) payment system is a typical prepayment-based, innovative payment system used
for controlling medical costs, evaluating quality and efficiency, and for health insurance payments. As the DRG payment system
expands globally, it exhibits trends of diversification and localization. Effective implementation of the DRG payment system
relies on four critical elements: (1) strong government commitment to reforming hospital payment methods; (2) alignment of the
effects of DRG payments with the objectives of healthcare system reforms; (3) a mature information system and data foundation,
particularly for grouping and rate calculation; and (4) a dedicated DRG management team with updated regulatory mechanisms.
A comparison of DRG payment systems in China and Japan reveals several distinctive features, including differences in
implementation timing, initial objectives, grouping numbers, and versions of diagnostic and surgical codes. However, both
countries face similar challenges, such as an aging population and the increasing burden of chronic diseases like cancer. Lastly,
the introduction and implementation of DRG is not one-time solutions but require continuous reform, and the adoption of
diverse and localized strategies to better address regional socioeconomic development and public healthcare needs. This study
summarizes global DRG development trends and compares them with the evolution of DRG in Japan to provide valuable insights
for the rapid and effective development of DRG systems in China.
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