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MEDICAL AIDS MUST UP THE ANTE IN PROVIDING AFFORDABLE HEALTHCARE

Day-to-day living costs continue to surge. Take home pay packets for the fortunate who are employed are
shrinking and while the worst of the credit crunch would appear to be over, business profitability is still
taking strain.

Many consumers caught in the middle of this scenario see little relief for their healthcare circumstances
and for many the response has been to cancel their healthcare cover.

Employers are looking for cost savings wherever they are to be found and workers are the victims as
companies withdraw or reduce employee benefits including healthcare benefits as part of their survival
strategy.

The focus has therefore shifted towards rescuing the lower income family from ‘medical poverty’.
Government’s National Health Insurance scheme (the NHI) is being touted as a solution within its com-
mitment to social welfare support, but there’s an awful lot of ground to cover before the dust settles on
what is likely to be a Public Private Partnership (PPP) on this front.

Moreover many question its feasibility on the basis of cost alone (never mind logistics and skills short-
ages) with estimates that taxpayers will have to fork out an additional R244 billion a year towards health-
care, or about a 33% increase in current total tax revenue, in order to fund the NHI as presently pro-
posed.

Meanwhile medical aid member attrition has reportedly led to an unseemly poaching war for the remain-
ing cake.

Accepting therefore that it will take time to sort out these vast issues and that what will ultimately emerge
will probably be a watered down version of the Government’s opening position on NHI, the pressure is on
the private sector to provide more affordable healthcare solutions says Resolution Health.

Resolution Health, part of the Resolution Group of financial services
companies ‘morphed’ out of Commercial Union Health ten years ago.
It currently has 90 000 beneficiaries. Growth has been strong in recent years.

“Resolution has responded to the affordability challenge by examining its own corporate processes and
systems to seek continuous improvements, cost containment, technology improvements and streamlin-
ing,” says Principal Officer, Mark Arnold.

“Basically we are doing more for less while still managing to improve our solvency ratios. That’s in no
small measure due to interventions by our administrators, Agility Global Health Solutions including
improved integration of our delivery model and enhanced risk management.”

Agqility provides consulting services, risk management and systems to healthcare insurers. The South
African company has penetrated the international market strongly. Resolution Health is its first South
African ‘open’ local healthcare insurance provider.

Adds Arnold: “Our other key strategy is innovative value-added health plans notably for the affordable
end of the market where we see real opportunity.

“A few years ago, switching between medical aids (churning) was the major issue in the medical aid
sector. Nowadays medical aid members are buying down or dispensing with medical aid altogether.

“That’s clearly not a good idea, given rising medical costs, service delivery problems in Government hos-
pitals and increased incidence of stress and nutrition related ilinesses. Retention of members is therefore
a major concern.

“Pravin Gordhan'’s first budget did admittedly see some welcome relief on the tax front for medical contri-
butions, increasing deductions for a family of four to R2 160 pm.

“That will help within the context of Government’s social security imperatives, sitting as it does, alongside
on-going pension fund reform and grant in aid increases. But the lower end medical aid consumer is
nowhere near this level of contributions in any event, so for these people the concession is of no practical
benefit.

“Also, with healthcare costs running at R84 billion a year currently, the budget deficit widening and the
National Healthcare Insurance scheme seemingly a long way off, there’s little prospect of further relief
and the situation calls for the private sector to come to the party with more affordable healthcare prod-
ucts for corporates, groups and individuals.

“Our offerings in this context start at as little as R100pm, this being for a debit card, ring fenced for meet-
ing medical needs operated on a ‘what you put in you get out’ basis but with the added benéfit of slightly
better than a bank rate of interest, coupled with the discipline of making regular contributions.

“Further up-scale there is our Hospital Plan costing R325pm, the ‘Fundamental’ plan which caters for
groups of 30 or more, the Progressive and the flagship ‘Prestige’. This bouquet of plans, notably the
affordable end, recognises the realities of the healthcare scenario right now.

“The stark truth is that, in spite of the improvement in the economy, workers at large face the prospect of ,
at best, lower wage increases, salary freezes and rising day-to-day living expenses while companies
remain under severe pressure to maintain margins in a climate of rising costs and greater risk.

“Meanwhile medical costs continue to increase as prescription drug costs, hospital services and supplies
and medical practitioners’ bills outstrip the official inflation rate with most medical schemes having upped
their premiums by between 12 and 15 this year.

“We are not alone in dealing with the paradox of declining healthcare affordability. US employers are
bracing for more than double digit increases in their health insurance costs this year and feedback from
their healthcare insurers, managed care organisations and other stakeholders projects health benefit cost
increases of between 10,4% and 11,9%.

“President Obama’s healthcare reform plans have had a torrid time of it in the American congress, so
even the most powerful nation on earth is battling to deal with the situation.”

“Nobody claims to have all the answers locally either. But if we can keep as many South Africans as pos-
sible medically insured to one degree or another, without hoping for ‘big Government’ to somehow con-
jure up a magic cure-all, we can at least alleviate the situation and keep our medical aid member rosters
better populated, pending a return to better times.”
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