Finance & Investment

Healthcare - avoid taking
a turn for the worse

O Glias Handley

The state wants o bring affordable
heaitheare to the masses by shifting
some of the burden fo the private
sector. To do this, private sector
heaitheare must become more
affordable. Is managed healthcare
the way fo do it?

The Medical Schemes Act of 1967 cre-
aled monalithic medical schemes and
split medical care between the care for
the majority and the tightly controlled
private care for the few. After 30 years,
says the Medical Association of South
Africa (IMASA), medical schemes have

nol managed lo provide cover 10 more
than 2% of the popalation.

Deregulation in 1994 created more
options., The insurance industry launched
mew products cither as supplements o
medical aids, in the form of top up
insurance or as a substitule for medical
aids and their indemnity-type nsurance
through stated benefils policies. The so-
called “new generation” schemes have
been doing well, Members manage their
day to day medical expenses through
medical savings sccount: and rely on
midical sids and insurers for unoontnol-
lable expenses.

The old fee-for-service caused
hyper-inflation 2nd underwriting
losses, Managed healthcare is seen as
& means of containing costs and cur-
tailing abuses.

Meville Koopowitz, Director at
the Pride Group gives a definition of
manapged care as: any mechanism
whereby structures are put into place
with the objective of reducing cosis
of containing costs, while at the same
lime maintaining an sdequale stand-
ard of healthcare. As such, managed
care has been a pan of many medical
schemes for a while,

Koopowitz describes the tools
of managed care:

Utilisation reviews

Providers are subject 1o review
with the aim of containing costs. The
member remains on a fee-for-service
structure but the admimnistrator or
healihcare insurer imposes checks and
balances from the owtside, Members
still choose their own service provider

Neville Koopowitz = Director of
The Pride Group

Bulk purchasing
Bulk purchasing {eg of medicines) is
wied a5 a means of containing costs.
Preferred Provider
Organisations {PPOY)
Members are incentiviied o use a
particular group of providers who will
give the scheme a better rate.
Pure managed care
Here the medical scheme and the
provider form a parimership, The HMO or
Heahh Maintermnce Organisation is the
s commeon examgie. In retum fora set
fee per member, known as a capitatson fee,
the HMO) delivers all care associated with
amember, The patient's freedom of choice
bescomes much mone limited.

"

Kahy Walstead-Flumb, CEO of
Southern Healthcare adds case manage-
ment and information technology to the
hst of care (ools,
Dr Bernard Mandell, Cheimuan of e
MASA, says there is no ideal managed
healthcare mode! and in SA this concept is
likely wy develop over a peniod of time.
The most successful ones will be those
that are best aligned to distinct environ-
mental and competitive factors in a spe-
cific area.
MASA’s criteria for managed
kealtbcare delivery systems requine;
Othe involvemeni of paricipating
doctors in management decisioas af-
fecting the quality of care

Declinical independznce of doctors
to act in their patients’ bes! interests

Uonce o managed healthcare deli-
very system has assumed responsshality
for a patient, treatment should not be
dended for financial reasons,

MASA is adamant that all healthcare
nsurers should fall under the same regula-
tions, be compelled io offer centain mind-
mum benefits and shookd nai ke allowed o
discriminate ggainst the aged and chroni-
cally ill.

A change of medicine

Moast of the larper medical aids prac-
tice some form of managed care and the
life companies prodiects are another di-
mersion of it In addition 1o this, some
heavy weight players are entering the
ercnaas providers ofintegrated (loa greater
or lesser degree) services to medical femds
end independent emplovers. The big names
here are Southem Healthcare IV, a joint
venire invalving Anglo Amenican, South-
ern Life and the US based United
Healthcare Corporation, Sanlam Health,
Healthcare Services, a divi-
sion of SA Druggists and the Care Corpo-
ration

Deon Harmse, Chiel Advisor of
Healthcare at Saalam Health believes
Sanlam will be 2ble to keep costs down
because they will be investing in services,
not “mortar and bricks”,

The company is negotisting with a
member of medical aid schemes at the
moment. Obviously their own medical
ands are on board but there is 2 suggestion
that independent medical aids may not be
attracted that easily to the managed care
companies s they are essentially in com-
petition with each other,

Sanlam Health follows a medical
quality standard that was developed with
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WHEN OTHER
MEDICAL AIDS
COUGH,

WE DONT CATCH
COLD

Cher prnial medical check up his coahrmed
that we are m excellent shape. Four imdependent
fnance and service specialise kave given us & chean
bill of health confirming our superior fimess in
medwcal fwnd manspement.

I vou'd like 3 second opinion on vour
Medical Asd, we're open for comieltation an the
following numbers: Johannesburg {D11) 457 S485,
Cape Town [021) 762 5565, Dusban 031) 305 6146
and Pont Elizabeth (041} 56 2295,

NMA

Medical Pund Managers
TOGETHER, WE'LL LEAD YOU INTO THE FUTURE
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Stelkenbosch University. They are also linked 10 Visimed s Crisis
Line which Harmse describes a5 an effective cost cutting tool as
it cuts down on consaltations and unnecessary services.

Scuthern Healthcare, says Walsiead-Plumh, takes the only
fully integrated mangged care approach in the country. United
Healthcare Corporation was rated number one among healthcare
compames im Fortune Magazine for the past two years. Walstead-
Pliamb cites the company's Mlexibility s one of its greatest assets.
The South Afncan operatson i pad of Uniled's stralegy of
creating & worldwide datshase, The software sysiem that under-
pins the whole servioe was developed over vears al the cost of
over R1 billion. In addition to this, South Afnican doctors will
provide insight on unique South African paftemns,

Southern will start nationally in January with 150 000
members for which they need &0 dociors.

Wooing the doctors

The support of doctors is critical if imegraied managed care
s %0 work but at the moment there is oo much scepticism between
providers and funders,

Koopowitz believes pood service providers are unlikely o
join such sysiems which are more [ikely 1o appeal to those just
endering and these abowt to leave the profession.

Walstead-Plumb disagrees. She says dociors need 1o have
wfficient incentive fo jon. Southern's fee schedule is very
generous, she says and they have made significant concessians 1o
MASA and the SAMCC. Doctors” fears of intesference are
unfoanded as Scuthern monitors patierns of care, pot just indi-

vidual cases.
The employer

MASA sees a wide spectrum of managed care plans emerg-
ing. Each employer together with the staff and the trade urion
should design 2 medical benefit sccordsng 10 the diverse needs of
the oes.

Robin Melville, MD of D&E Health Benefits: “Ii is neces-
sary that the healthcare product develops ways of preventing
aver-servicing and over-use and i progressive in its approach o
managed care.

“This is especially important in view of the proposed
restrascturing of the national hezlth sysiem for universal primary
health care, which implies that employers will be obliged 1o offer
a core bospital product 1o all their staff™

Under the new LRA, statusory and bargaining councils will
be ahle 1o set up and run medical aid funds for their members.

Koopowitz advocates o healthcare stralegy that reduces the
need for services through preventative measures and at the same
time, cuming costs without compromising quality, throagh man-
aged care iechmigues.

Fedhealth's Rod Harpur says that due to union pressures,
emplovers are Bkely 10 make more than one scheme availahle
with different oplions.

The future

Harpur sees fully fledged HMO's as being four or
five years away. There will, he says, be three areas in
the private healihcare aréna: the traditional fee-for-
service, the managed fee for service and the HMOD
approach. Fedhealth has moved 1o a managed fee for
service simation which is doing well. Harpur poinis to
the new generation Iype of scheme where members
savings accounts have grown from R million to



E5Tmillion in 18
months.
Koopowitz
also sees & three
tiered system, At
| the boitom, pri-
mary healthcare, In
the middle, for em-
ployees that cannot
afford a fee-for-
SETVICE situation, a
mandaiory hospital
lan in conjunction
E.-':rh an HM
siuation. At the
top, a fee-for-serv-

|
Katky Walstead-Plumb CEQ ice for employees
South Healh of that can afford if.
What about

medical aids? Harmse belicves medical aids will stll be
around, since medical schemes are in the business of risk
sharing and managed healthcare is about clinical control.
Managed healthcare is an additional arm 1o the business
that puts im the necessary cost comirols. He belisves the
whole healthcare system will function better and a ot of
the current abuses and cost inefficiencies will be eradi-
cabed,

General consenses is that we will see new partnerships
and the demise of many smaller medical aids. Purchasing
power and IT advantage will give the edge. says Koopowite.

The bottom line? Managed healthcare s here fo slay.
For the consumer prospects are bright. For the employer
- choose the system that works for you and your employ-
s, but take heed of our case swdy and do your homework

ff_aﬂing: managed care plan - a check-list. N

Financial aspects and risk

0 Whoare the sposors of the plan asd who gains Anancislby?

O I the plan structured 1o protect an individual group’s
vested ineresis?

O Does the plan gse community rating or experience
rating in developing premiums?

& Arc premiums adjusied for geographical and demographic
variations?

O What are the financial reserves?

O Are financial reports available?

O Is the risk cleary defined? -

I Are the financial aspects and risks clearly communi- |
cated?

O Who carnies the risk?

O Is the plan trying 1o do 100 much?

O What happens to disabled patients, pensioners and wid-
ows!

O Does the plan ensure continuity of care?

O Are premiums stratified for age and sex?

Services offered

o Does the plan have a member and employer service
depariment?

O I there a formal grievance procedure?

J How will quality and claims problems be resolved?
J What non-medical information is available 1o members?

| o Is there a flexible and effecient claims processing sys-

tem?
| O Does the plan provide regular reports and fesdback?
| 'O Are reporis appropriate? J

well
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rational are not good
- l-'lﬂhl;: Ptfhhrs

Mo operational people are ot good
strategic thinkers because they spend
their entire careers dealing exclusively
with operational issues.  With few ex-
ceptions, only the CEO or the General
Manager see the “big picture” and view
ihe husiness and ils environment in stra-
tegic terms, Lesson No3 : The CEOmay
encourage the participation of key sub-
ordimates for strcily educational vakue,
People will implement a stralegy more
effectively if they understand the differ-
ences Belween A sUralegic prooess and
operating planning, as well as the differ-
ence betwesn strategic and operatsonal

1551505,
The Strategy is developed by an
outside consultnt

This is the worst of all simtegic
crimes and the “kiss of death™ for any
drategy - even a good one. No outside
comsabtant has the right o seq the direc-

ton of an organization or knows as
much 25 the company’s own people
about the business and the environment
it 15 facing. Most strategies developed
by outside comsultant end up in the
wastepaper baskel for two reasons:-eve-
ryone can quickly tear the conclusions
apart because they are not based on an
intimate  knowladge of the company,
the business or the industry -there 15 no
commitment 10 that strategy by sepior
management because itis ot thear srat-
egy. Experience has shown thet almest
any strategy will work, unless it 1s com-
pletely invalidated by negative envi-
ronmental factors. Ineffect, ilotal com-
mitment is net present, those encom-
matted tothe strafegy will do evervthing
possible to prove it wrong. Lesson No.
4 : Peaple don't implement what they
are ool committed o, In order to obiain
commitment, key managers must be
involved at each step of the process so
that their views are heard and discussed,
Participation breathes commitment. Key
managers buy indo strategy because they
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help corstrisct it Tt 15 a8 moch their st
egy as the CECQs,

The critical issues are nal
identified

Owme axpect of sirategy is its formula-
tion, another is thinking through its impli-
catioms. Toomany sirategic planning proc-
esses don’t encourage people to think
through the implications of their stralegy.
As a result, they end ap reacting 1o unex-
pecied events as they are encounbered and
start losing Faith in the strategy. Lesson
No.5: People giveupon a strategy whose
implications have not been anticipated A
good strategic process should help man-
agement identify and manage the impli-
cations of & strategy on the companies’
products, markets, cusiomers, organiza-
tional siructure, persoanel, culbure, eic.
For further information, contact Decision
Processes International (DPI) in South
Afnca o
(011 706 E118% - Rex Glanville or
Ralph Harris



