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Exploring Global Health Care Cost Drivers:
South Africa and the United States

A series of webcasts that
highlight the health care
models of various
countries in 2015

We are holding a
conversation that will
explore the following:

» February 18 » General characteristics
(Israel & Netherlands) e Financing system

* May 13  Cost drivers
(South Africa & US) » Methods of coping with
' S:\pteimlb_er 83¢ . the cost drivers
(Australia & Singapore) « Measurement metrics
* November

(Canada & Chile) : Lrlljsrldglf;tss successes,

e Future trends
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Overview of Healthcare in South Africa
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Imbalance of Resources Between Public and
Private Sectors
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The Private Healthcare Sector in South Africa
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Regulations Governing Medical Schemes in
South Africa

Open enrolment;
Guaranteed acceptance; Community rating
limited underwriting

Strict solvency Prescribed Minimum
regulations Benefits

25%
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Inflation In Medical Schemes

Demand-side drivers :
Increased disease burden
Adverse selection

Ageing

Supply-side drivers:
Fee for service system
Fragmentation of care

New technology &
procedures

New hospitals

Tariffs
Hospital tariffs

Doctor tariffs
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Claims Inflation
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Claims Inflation (cont.)
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Claims inflation (cont.)
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Claims inflation (cont.)
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Claims Per Life Per Month (PLPM)
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Discovery Health Medical Scheme (DHMS)
Age Proportions
Change From 2002 to 2013
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Industry Chronic Prevalence
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DHMS Proportion of Chronic Lives by Age
Change from 2002 to 2013
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Adverse Selection by Age

Coverage: Insurable Families

@ Young people opt out of medical schemes

@ Medical schemes
have higher
proportions of older
people

Total

Total Population =—Current Voluntary Medical Schemes
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Adverse Selection by Gender

Higher proportions expected at older ages as
female mortality lower than male mortality
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Adverse Selection by Gender (cont.)

45 percent of all maternity
events are for members
who have been on the
scheme for

<=12 months

26 percent of these leave
the scheme within 12
months of the maternity
event
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Adverse Selection by Biologics Claimants

14 percent who claimed biologics
for musculoskeletal conditions
had been on the Scheme for less
than 1 year

17 percent who claimed
interferon had been on the
Scheme for less than 1 year
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Demand Side Inflation

Guaranteed
acceptance to a
medical scheme

Anti-selection
associated with
voluntary membership
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Supply Side Inflation
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High Cost Technologies

Increasing use of ICU and High Care wards
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New Medical Technologies
High Cost Drugs
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Increased Use of Radiology and
Pathology




Non-Health Expense Inflation
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Components of Inflation for Medical Schemes

Premium inflation
R454.21

CPI
R273.84

Excess inflation
R180.37

Claims
R192.70

Solvency
requirements

R2.35
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Strategic Approach to Population Risk
Management
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Complex
Condition

8%

Significant chronic condition

20%

Well but at risk

70%

Healthy
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U.S. Health Care System

Public Programs

CHIP

Low
Income
children

not
eligible
for
Medicaid




U.S. Health Care System

Public Programs
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Medicare Spending

Calendar 2014 Report 2014 Alternative
Year (projected baseline) Projection
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U.S. Health Care System

Private Market
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Pre-Reform U.S. Health Care System
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Why Were People Uninsured?

Uninsured Rate by Family Income
Non-elderly Americans in 2010

Family Income as % of Federal Poverty Level Uninsured Rate
0-99% 33.4%
100 — 149% 32.6%
150 — 199% 28.6%
200 — 299% 20.7%
300% or more 8.5%

Source: Paul Fronstin, Sources of Health Insurance and Characteristics of the Uninsured: Analysis of the March 2011 Current Population Survey,
Employee Benefits Research Institute, September 2011.
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Why Were People Uninsured?

Uninsured Rate by Work Status of Family Head
Non-elderly Americans in 2010

Work Status of Family Head Uninsured Rate
Full-time, Full Year Worker 13.9%
Full-time, Part Year Worker 30.7%
Part-time, Full Year Worker 28.0%
Part-time, Part Year Worker 24.6%
Non-Worker 28.8%

Source: Paul Fronstin, Sources of Health Insurance and Characteristics of the Uninsured: Analysis of the March 2011 Current Population
Survey, Employee Benefits Research Institute, September 2011.
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Why Were People Uninsured?

Uninsured Rate by Age
Non-elderly Americans in 2010

Uninsured Rate
Under 18 9.8%
18 to 24 27.2%
25 to 34 28.4%
35t0 44 21.8%
45 to 64 16.2%
65 and older 2.0%

Source: Carmen DeNavas-Walt, Bernadette D. Proctor and Jessica C. Smith, Income, Poverty, and Health Insurance Coverage in the United
States: 2010, U.S. Census Bureau, September 2011
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Did the Uninsured Get Care?
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Pre-Reform Individual Market Premiums
by Age
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Health Care Reform
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Key Elements of Reform
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Insurance Market Reforms
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Cost Control and Quality Initiatives
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Overview of Health Care Spending Growth

aal| INTERNATIONAL ACTUARIAL ASSOCIATION AMERICAN ACA
IAA| ASSOCIATION ACTUARIELLE INTERNATIONALE




Two Components of Health Spending

AAI INTERNATIONAL ACTUARIAL ASSOCIATION AMERICAN
1AA| ASSOCIATION ACTUARIELLE INTERNATIONALE




Drivers of Health Care Costs
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Geographic Variations in Cost
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How Do You Reduce Spending?
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What Has Been Done?
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Approaches to Address Cost Growth




Accountable Care Organizations (ACQOSs)




Accountable Care Organizations (ACOSs)
(cont.)




Bundled Payments
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Wellness/Prevention
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Disease Management
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Considerations

= Many of these initiatives are in the early stages and
there iIs not enough evidence to definitively conclude
whether and how much savings to expect going
forward as well as the degree of quality improvement.

m Most of the initiatives discussed here are pilot
programs/initiatives for Medicare/Medicaid
populations. Many organizations/issuers in the private
market have their own initiatives that may have
experienced varying degrees of success.
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Concluding Thoughts
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