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e This presentation aims to highlight key aspects of the Business position with respect to the
NHI White Paper.

e The most important statement to make is that Business is in full support of promoting
Universal Health Coverage in South Africa and are fully committed to the process of finding
the best way for our country to do this.

e We have identified a lot of technical work that is needed to inform the optimal approach and
are ready to contribute actively to the various work streams in this regard.

o We are going to talk to each of these sections and | am going to start with the overall
problem statement.
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Inputs used

® White Paper
® Socio Economic Impact Assessment System Report

® High Level Panel recommendations on Health Care

Business supports social justice, human rights and democratic values as enshrined in the
Constitution of the Republic of South Africa

e The position that we are presenting is based on these documents.

¢ We have also referred to the High-Level Panel on the Assessment of Legislation and the
Acceleration of Fundamental Change that was chaired by former president Kgalema
Motlanthe and which made a number of recommendations with respect to the healthcare
sector.

e Itis our understanding that the NHI Bill will also be added to this (NEDLAC) process after it
has been subject to public comment, but before it is finalized and signed into law.
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Problem Statement

® SA faces quadruple burden of disease
® The health system is fragmented

® There are inefficiencies and wastage in the private and public health systems

O Public sector: management, delivery and capacity challenges
O Private sector: escalating costs and clinical governance challenges

® lack of comprehensive health information system
® Skewed distribution of resources

® Declining per capita expenditure

BUSA (]

e The problem statement as set out in the White Paper, articulates a number of health
challenges that we are facing as South Africans.

e Business acknowledges the need for a concerted and co-ordinated effort to address these
challenges.

¢ Addressing the disease burden requires a collaborative effort from the public and private
sector.

e We have significant challenges in both these sectors.

o Inthe public sector there is a dire need for operational revitalization and
improvement in service delivery.

o Inthe private sector there is great scope for improving efficiency and aligning
incentives for quality of care.

¢ In order to have a workable plan for these improvements, there is a need for comprehensive
and accurate data. Given the far-reaching nature of any decisions and actions in this
regard, Business believes this process needs to be supported by research and forecasting
input and such a framework has been proposed.

e ltis critical to recognize that as a nation, we do not have unlimited resources (financial and
human resources).

o These resources need to be appropriately and efficiently allocated to address need.

e The skewness highlighted here is both regionally and in terms of the level of care.

e The lack of economic growth has also meant that public expenditure has not kept pace with
population growth, thus exacerbating the resource constraints through declining amounts
available per person in the population.

e |tis also critical that we ensure that the healthcare sector in South Africa remains viable and
sustainable in terms of having adequate healthcare professionals and sustainable business
models for the supply of healthcare goods and services.
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Not all doom and gloom

® World Bank has assessed catastrophic health expenditure protection as being in top half of 183 countries
surveyed

® Qut of Pocket (OOP) expenditure levels are low relative to peers

® |mprovements in SDGs over the last decade
O Life expectancy: increased from 52 to 62
O Infant mortality rate: decreased from 57.8 deaths per 1 000 live births to 34.4
O Under-5 mortality: decreased from 85.2 deaths per 1 000 live births to 44.1
O Maternal mortality rate: decreased from to 312 per 100 000 live births to 141
O Mother-to-child transmission of HIV: decreased from 10.9% to 1.5%

® World class skills in terms of clinical and risk management

® e So there is an opportunity

BUSA o

o Despite these challenges, there have been some gains and it is important to acknowledge
these and build off this base.

o The World Bank analysis of global health expenditure has specifically looked at catastrophic
health expenditure, defined as the percentage of the population spending more than 10% of
their household budget on out-of-pocket health expenses.

o For South Africa this was found to be just 1.41% (across the whole population).

o This puts South Africans’ risk of catastrophic health expenditure on a similar level to
people living in the UK (1.64%) or Panama (1.4%).

o South Africa also has the biggest state-funded anti-retroviral treatment programme
in the world and the implementation of this programme has resulted in major
improvements in a number of Sustainable Development Goal (SDG) measures in
terms of life expectancy, infant and child mortality, maternity care and the prevention
of mother-to-child transmission of HIV.

o We also have excellent health care resources in our country, although these need to
be better distributed.

o World class expertise and capacity with respect to data management and analysis,
outcomes measurement, and monitoring of quality, healthcare provision is available within
the private healthcare sector.

e There is a great opportunity for collaboration and partnership between government and the
private healthcare sector in these areas. The private healthcare sector is willing and ready
to contribute to contribute these assets and expertise, towards building a sustainable health
system in South Africa.
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Principles

® Social solidarity
O Quantify and manage sustainable cross-subsidies

* Equity
O Focus on vulnerable groups, those who can afford should provide for themselves

* Affordability
O Planning is important so that promises can be kept; overall social security priorities

* Efficiency
O Alternative delivery models (and transition pathways) should be considered to optimize

* Effectiveness
O Quality assurance supported by effective information management is key to implementation

*  Appropriateness
O Innovative delivery models in terms of funding, pooling and service delivery need to be considered for an optimal
outcome. A viable transitionary process consistent with these principles is required

* Constitutional right of access
O Does not need to be interpreted as meaning that all costs and provisions should be the responsibility of the state.
Only that the state must act so that the rights of access are progressively realised

® Healthcare as a public good
w O Vital social investment for public benefit (non-rivalrous criterion does not apply) I:‘

e These are the principles set out in the White Paper.

e The ones highlighted in red are the ones where Business is not in agreement on
interpretation.

e Constitutional right of access:

o The right of every citizen to choose the health care provider and health care cover
that is appropriate to their needs and wallets is enshrined in the South African
Constitution.

o Universal Health Care Coverage as recommended by the WHO means access to
affordable healthcare, not necessarily free health care. It is important to note that
the WHO does not prescribe that the model to achieve UHC is a single fund model
as proposed in the White Paper.

e Healthcare as a public good:

o This is a point of terminology rather than disputing the principle.

o Business’s view is that the use of the following terminology would be more
appropriate in this specific NHI principle: “Health is a vital social investment in terms
of protecting public interest and promoting productivity.”

o The economic definition of a public good includes is that it is non-rivalrous i.e. being
used by one person does not make it unavailable to another.

o For example, TV signals are non-rivalrous as me using it does not affect your
access, but healthcare does not meet this definition since if | am occupying a
hospital bed, you can’t use it and if | am taking medication it is not available to you.
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o The finite nature of resources therefore means that we need to come up with
prioritization mechanisms to allocate the competing healthcare demands.

o Health education may meet the criteria of being non-rivalrous but not healthcare
services.
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Features

® Progressive universalism
© Incremental service benefit package needs to be defined
¢ Mandatory prepayment of healthcare
© Fiscally responsible planning, sustainable cross subsidies (research)
* Strategic purchaser
O Resource planning is a key consideration (research)
* Financial risk protection
© Investigate optimal delivery models and transitional considerations

® Comprehensive services
© Realistic and sustainable service benefit package, management of expectations
® Single fund
o Advantages of pooling and active purchasing can be achieved in alternative structures (research)
® Single payer
o Objective is efficiency and affordability — alternative transitional considerations
® Publicly administered

BUSA

© Opportunity to harness all available expertise D

¢ Interms of the features of the NHI framework identified by the White Paper, Business has
identified a number of these where engagement is required.
e Comprehensive services:

o The NHI service benefit package has not been defined.

o Reference to a comprehensive set of services is potentially very misleading in a
resource-limited environment such as SA.

o We need to make sure that promises made can be kept and that expectations are
also realistic.

o Business is stressing the need for a clear definition of services, that could be
introduced incrementally as experience and affordability develops.

o Lack of proper planning in this regard will likely introduce a significant risk of
worsening inequality through major variations in levels of cover and access across
different geographic regions in SA.

e Single fund:

o Business recognizes the advantages of the single fund approach as a pooling
mechanism and active purchaser, but it is our position that this is not the most
efficient mechanism to achieve this in our current environment.
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o The policy objective of Universal Healthcare Coverage should remain the core
reference point against which alternative modes of delivery are evaluated.

o We have noted that a single fund approach is not the only way in which these
principles can be achieved and there is an opportunity to engage on the most
optimal approach.

o Business is proposing engagement on alternative funding and pooling structures to
make sure the approach is addressing the problem statement in an optimal way.

e Single payer

o There is a need to investigate how a multi-payer system can address these
requirements — especially as this would inevitably be SA’s starting point on the
transition towards UHC. This needs to involve a collaborative approach between the
public and private sectors.

e Publicly administered

o There is expertise in the public and private sectors regarding operational and

delivery aspects and accountability mechanisms.
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There is'some urgency

® Revitalization of public sector is a pre-requisite and needs to be urgently addressed
® This includes resource planning and training

® QOpportunity to address regulatory impediments in private sector to facilitate transition

O Consider recommendations of HLP
O Address gaps in social solidarity framework

O Supply side challenges being addressed by the Health Market Inquiry (HMI)

¢ Finally, from my side, Business is concerned about the long-term nature of the White Paper
when there are urgent needs that can be addressed more immediately.
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e This includes the need for improved service delivery in the public sector and improved
efficiencies in the private sector. A particularly urgent issue is the proper planning of
training of health resources.

¢ The Health Market Inquiry has been assessing the need for efficiency improvement in the
private healthcare market and there is an opportunity for this (NEDLAC) process to be
informed by the extensive work that has been done during this inquiry.
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FINANCING
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Financing

® Definition of the service benefit package

® Alternative transitional roadmaps
O Costing
O Funding

® Approach
O Incremental benefit package
Understand costs
Model implications under various scenarios
Develop phased approach
Encourage those who can afford it to provide for themselves

O0O0O0O0
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¢ The financing part of this engagement is critical in terms of balancing healthcare needs
and a sustainable framework in the most optimal way.

o The White Paper does not provide a clearly defined service benefit package, and this
makes it difficult to engage on the extent to which the priority healthcare needs of the
South African population are being met and to evaluate the costings presented.

¢ ltis the Business position that there should be engagement with both these points i.e.
what is to be covered and how do we prioritize the need for various healthcare services
to ensure that healthcare is equitably and sustainably delivered?

e ltis the position of Business that there are alternative ways in which Universal
Healthcare Coverage can be achieved and these should be evaluated as part of this
process. This includes how, and which services are covered, how these are funded and
where the funding comes from. Business suggested that the recommendations of the
Davis Tax Committee is a helpful reference point here.

¢ The approach that Business is suggesting is to assess an incremental approach to
benefits, as has been done in other middle-income countries.

e Business is proposing a rigorous modelling approach to make sure we are
understanding the implications of different scenarios for the services included and
funding.

¢ The magnitude of this undertaking also suggests that a phased approach is appropriate,
and Business supports the prioritization of vulnerable groups.

e At the same time, it is important to adopt a collaborative approach and continue to
encourage those who can afford it to provide for themselves. This includes specific
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consideration of more immediate ways of expanding access to affordable cover for lower
income earners.
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Work needed....

® (Costing needs to be updated from 2010 figures
O Economic growth
O Inflation
O Demographic changes
O Burden of disease

® Costing requires a clear definition of services to be provided

® Available public funding needs to be clear
O Public funding vs private household funds and subsidies
O Misleading to refer to % of GDP

® Tax sources need to take account of other fiscal demands and economic pressures
® Overall social security funding needs to be considered (risk of crowding out)

® Flow of funds needs to be properly assessed — especially implications on provincial budgets

BUSA []

¢ In order to fully engage with these challenges, it is critical that the decision makers have
access to accurate information regarding the fiscal and financial implications of
alternative structures.

e The costing in the White Paper is presented in 2010 Rand and urgently needs to be
updated. It also needs to be clarified as to what benefit package underpins these costs.

¢ Inthe intervening period the level of economic growth has been well below the 3.5% per
annum level assumed. There have also been demographic changes in our population
and in healthcare needs and delivery structures, let alone inflation in the costs of
medical goods and services. These assumptions all need to be updated with
experience and revisited to ensure they are appropriate to the current South African
environment.

¢ As | noted earlier, the service benefit package needs to be more clearly defined or
mapped so that we can understand the implications of tough choices that need to be
made. International experience shows that implementing a poorly or broadly defined
benefit package leads to gross inequality in what different population groups receive.

e The availability of funding is also an important reality. Business would like to encourage
the move away from global comparisons based on the percentage of GDP rather than
the Rands and cents of what healthcare services cost. It does not make sense to
compare the percentage of GDP we spend on healthcare to developed countries like the
UK or Canada whose GDP capita is many multiples of ours. We need to consider what
healthcare services actually cost and this is where the purchasing power parity adjusted
comparisons are useful.

BREAKDOWN OF BUSA NHI PRESENTATION
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o We are also faced with a range of challenges in South Africa in terms of promoting
economic growth and particularly social security upliftment. There is a parallel Nedlac
process on social security. Business suggests that it makes sense for us to be taking a
consistent approach in modelling and evaluation to facilitate these broader
considerations.

e Business is also concerned that there are major structural implications associated with
the centralization of funding and the decentralization of management that is implicit in
the White Paper proposals. While this might be appropriate, the risks and implications
of this change in fiscal flows away from Provinces, as well as other structural
considerations, need to be properly evaluated.

Slide 13
Current healthcare expenditure in SA

(per the WP 2017)

2016/7 Rm Rm % GDP
Gov expenditure 190,600 4.3%
National DoH 4,500
Provincial DoH 166,400 Voluntary
Other 19,700

Private sector
Medical schemes
Out of pocket
Other

Donors

_~ private
198,400 4.4% ) expenditure

9,300
398,300 8.9%

® 2025 cost 2010 terms: R256bn
® R372bn in 2017 with CPI (medical inflation even higher)
® Benefits not defined

® Shortfall needs realistic growth assumption (experience much less than 3.5%)
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e This table is from the White Paper and shows health expenditure in South Africa in
2016/7.

¢ The government expenditure which includes both National and Provincial expenditure is
just over R190bn. You can see that the bulk of this expenditure is currently at Provincial
level and this highlights the magnitude of the envisaged restructure of funding flows.

¢ The R190bn government expenditure is from general tax revenue and is approximately
4.3% of GDP.

e Then we have R198bn in private expenditure. The biggest item here is contributions
paid to medical schemes but also out of pocket expenditure paid to medical service
providers. These are both voluntary private amounts. This means that they are paid
from the salaries of employed South Africans.

BREAKDOWN OF BUSA NHI PRESENTATION
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e The R19bn in tax credits is only 11.5% of the medical scheme contributions and so
contributions are largely funded from after tax income. For the lower income earners
who are managing to afford medical scheme cover, the tax credits make a big difference
to sustainability. But if individuals were not buying medical scheme cover or paying
providers, they would have the money to spend on other things. It is not part of central
fiscus available for redistribution.

e Business is concerned that there have been suggestions that the voluntary private
expenditure is available for redistribution, but it is important to note that this can only be
accessed by increasing taxes or introducing other levies which would also be
considered as taxes.

e The White Paper presents a costing of NHI in 2025 of R256bn and it is important note
that this is in 2010 Rands. Just increasing this by CPI to 2017 takes it up to R372bn.
This is more comparable to the current expenditure figures, but | am sure we are all
aware that medical inflation is even higher than CPI.

e ltis difficult to comment on the reasonability of this without understanding the underlying
service benefit package, and how it will be delivered. Business suggests that this is an
area for further work.

e |tis clear that there is a large funding shortfall and we need to be realistic about the
outlook for economic growth being less than the 3.5% assumed in the White Paper
(alternative scenarios are presented). Although Business does acknowledge that
health expenditure has been increasing at a faster rate than economic growth, this may
not be sustainable.
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Assumptions
Benefits

Funding requirements
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e This slide aims to put these figures into perspective relative to other areas of public
expenditure. These figures are the 2010 WP numbers presented in 2015 terms but not
yet updated for changes in the population, actual economic growth or excess medical
inflation over CPI.

¢ The NHI funding requirement per the White Paper in 2015 terms is larger than the
combined expenditure on the Road Accident Fund, the Compensation Fund, UIF and
Social Grants and also exceeds Eskom income.

e At R19bn the tax credits for medical scheme cover are also very low relative to these
amounts.
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Funding requirements:

Rands per White Paper has:

2025/6 2010 Rbn 2017 Rbn  capita per
annum ® Shortfall is on optimistic assumptions....8 x tax credits
Baseline health budget 109.8 160.7 2,845
Projected NHI ® Cannot assume private expenditure can be pooled
expenditure 255.8 374.6 ) .
Shortfall (2%) 108.1 1583 2,801 ®: Nesd tatmanags fiscal sk
Shortfall (3.5%) 71.9 105.3 1,864 ® Other social security initiatives
Shortfall (5%) 27.6 40.4 716
® |mplications on employment
® Sustainable cross subsidies
BUSA =]

e As | noted earlier, it is also important to consider the per capita implications of these
costs.
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¢ On the basis of a CPI adjustment, the 2017 amount of the White Paper costing is in the
order of R6 630 per capita for a population of 57 million people.

e There is work to be done in terms of updating the assumptions used for experience.
Business is also concerned about the implications of removing the tax credits
prematurely when they are currently quite instrumental in encouraging lower income
earners to purchase their own cover and being able to retain this. Business is
particularly concerned by some of the rhetoric suggesting that the removal of the tax
credits would make a meaningful contribution to funding the shortfall.

e ltis also important to note that the shortfall is determined relative to the public
expenditure. There is an opportunity for a considered transitional approach to ensure
that the voluntary private expenditure is preserved for health funding and that there is
some form of risk pooling and cross subsidy. A rigorous modelling approach is vital to
assess this, as well as the broader implications of restructuring funding flows.
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Example of costs

WP costing in 2017 Rands: CMS Report:
® R6 630 per person =R 552 pbpm ! .
® 90%is R 497 pbpm Open Scheme Options Lives % pbpm
Low 1.1m 23% R 726
Ave medical scheme claims: Med 2.6m 53% R 962
® R1161pb :
° R S oee . High 1.2m 24% R 2,018
R 726 pbpm for low cost options G T
.9m 5

Needs:
® (Clarity on service benefit package
® Alternative delivery and reimbursement mechanisms
® Risk management mechanisms (cost sharing, referral management, gatekeeper)
® Management of expectations in transition

BUSA o
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e This slide aims to illustrate the sustainability challenge and how important it is that
careful planning is done around what services are provided and how they are delivered.

¢ If we consider the R6 630 per capita from the previous slide, this translates to R552 per
person per month. Taking off 10% for operational and management expenses in the
NHI structure as well as the operational costs of the National Department of Health, we
have in the order of R497 per person per month.

o \We can compare this to average claim costs for open medical schemes as reported by
the Council for Medical Schemes.

o Of course, we are not suggesting that the NHI service benefit package would be
delivered in the same way medical scheme benefits operate, the comparison of costs
gives some perspective on what can be included. The lowest cost quartile of benefit
options have costs of R726 per person per month while the average is around R1 161
per person per month. And these members still have some out of pocket costs to cover.
The R497 is around 42% of this average medical scheme amount.

e This suggests that not only are there going to need to be efficient delivery mechanisms
in terms of cost and quality of care but also some tough rationing choices in terms of the
type of services that can be promised and equitably delivered across the whole
population.

¢ There are opportunities to achieve efficiencies and this is why Business is suggesting a
collaborative approach underpinned by rigorous modelling, planning and scenario
testing.

Slide 17
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Health Expenditure vs-GDP per Capita

It makes more sense to
compare the expenditure
amounts rather than the % of

36 000 P LR $50 000
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@ $20000
$2 000 /
$10 000
N I I » B 5
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= Aversge Heslth Care Spend per Capita (2012) mAverage Health Care Spend per Capifa PPP adj. (2012) ~—Average GI

e As | noted earlier, it is important to consider the monetary amounts rather than the
percentage of GDP.

e The UK has a similar percentage of GDP expenditure on health as South Africa, but we
can see that the monetary amounts are much higher.

e The UK also has the highest public health expenditure proportion.

o The PPP adjustment here has been done by the WHO and gives some indication of how
relatively expensive or inexpensive health care is. You will note that for SA the PPP
adjustment is upward i.e. our services would be more costly internationally.
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Out of pocket (OOP) & Voluntary private health

insurance (VPHI)

Individuals choosing to buy
_———— " voluntary private health
insurance .... NOT the cost of

cover

The White Paper points out that the percentage of expenditure on voluntary private
health expenditure is significantly higher than the OECD average (6x). It is first of all
important to note that this does not imply that the cost of private medical cover in South
Africa is more than the cost of private health insurance in the OECD. Quite the opposite
is true (the Eurostat database indicates an OECD average of around 990 dollars per
capita per annum and this still needs to be adjusted for coverage proportion).

Business is concerned that this statistic has been presented in a misleading way. What
it actually means is that there is more expenditure on private health insurance than
public funding which of course reflects the lower levels of public per capita expenditure.
Much lower than the OECD average. And the higher numbers of people who choose to
buy cover if they can afford it rather than using the public sector that they are also
entitled to use but choose not to.

It is about proportions and not about amounts — UK example

The other statistic on this graph is the out of pocket expenditure. As the World Bank
report referred to earlier highlights, the levels of particularly catastrophic out of pocket
expenditure are low, especially compared to other middle-income countries, and
Business would like to stress that this is something we need to preserve as we transition
to a system of universal health coverage.

BREAKDOWN OF BUSA NHI PRESENTATION
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Implementation for Priority

People covered Year 1 Year 2 Year 3 Year 4
Maternity: Normal and high risk pregnancy 1,007,622 1,012,660 1,017,723 1,022,812
Women: Screened for cancer 3,278,435 7,953,044/ 10,710,088 19,075,119
Women: Cervical cancer 6,007 7,056 7,591 8,005
Women: Breast cancer 8,203 8,916 9,657 10,375
Paediatric cancer 4,737 5,324 5,749 6,127
School health 1,174,594 2,103,680 4,118,382 5,293,476
Elderly: Cataract surgery 70,000 100,000 100,000 120,000
|Elderly: Hip and knee arthroplasty 4,450 4,472 4,495 4,517
Disabled: Rehabilitation 9,500 18,000 25,000 30,000
Mental Health Users: Screening, treatment and care 500,000 750,000 1,000,000, 1,200,000

Source: Department of Health

BUSA []

¢ Finally, on the Financing section, we consider the priority health programmes as
identified by the Department of Health in the presentation at the previous meeting.

e This slide presents the estimated number of lives who will be covered by these specific
programmes and it is certainly a difficult task to rank these critical programmes
according to priority.

¢ ltis the understanding of Business that these programmes currently fall under the ambit
of provincial health departments and so there would be a centralization approach to how
these are funded once they fall under an NHI fund.

BREAKDOWN OF BUSA NHI PRESENTATION
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Implementation for.Priority. Prog

Year 1

Year 2

Year 3

Year 4

Maternity: Normal and high risk pregnancy

5 668 836 834

5697 181 069

5725 666 974

5754 295 309

Women: Cervical cancer

987576714

1211375324

1334 205 349

1423 655 945

Women: Breast cancer

4 845 749 609

5 854 456 429

6 888 155 297

7017 520 185

. Paediatric cancer 778728 434 875 288 568 945 215 203 1007 750431
School health 658 263 779 920533542 1737393319 1737793319
IElderly: Cataract surgery 318 182 400 198 864 000 198 864 000 218 864 000
Elderly: Hip and knee arthroplasty 136 116 450 136 797 032 137 481 017 138 168 422
Disabled: Rehabilitation 472 000 000 105 000 000 262 500 000 656 250 000
Mental Health Users: Screening, treatment and

care 801893939 1202840909 1603787879 1924545455
Total cost 14 237 348 209 16 02 336873 18 883 269 037 19 877 943 066

BUSA Source: Department of Health

e This slide shows the costing of these programmes as presented by the Department of

Health. The annual cost is over R14bn in the first year.
e The budget allocation to the NHI fund in the February budget speech was R4bn over the

next three years which suggests that there does need to be a prioritization exercise for

these programmes.

e Business is proposing a modeling framework which could be used to inform this process
and to ensure that current levels of cover are preserved or enhanced during the
transitional process, as well as looking at an optimal approach for service delivery.

PROVISION
Slide 22
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Provision

® Majority of delivery needs to take place in the public sector

® Opportunity for collaboration with the private sector (capacity)

® Need to ensure investment in improving infrastructure and health services — OHSC capacity
® Don’t need NHI to revitalize infrastructure

® Need to assess capacity requirements for delivery of benefits

O Infrastructure
O Human resources
O Equipment, medication and consumables

® Human resource planning is key — especially training of required resources (role for private sector)
® Procurement and reimbursement processes need to be realistic

® (Cost management processes need to be in place (types of rationing)

BUSA =

e At the outset it is important to note that the majority of healthcare services are delivered
in the public sector and so quality improvements in public facilities and ensuring delivery
of care at the appropriate level need to be implemented.

e Business suggests that there are multiple opportunities for collaboration between public
and private facilities to improve levels if service delivery. This includes providing
capacity for priority projects such as cataracts.

e The quality assurance functions is vital to ensure that capacity improvement is
appropriate. Business suggests that consideration is given to bolstering the current
capacity of the Office for Health Standards Compliance.

e Overall though, it is important to note that the revitalization of the public healthcare
system does not require the establishment of an NHI Fund to proceed.

¢ As noted by the HLP, there is a critical need for accurate information on existing
healthcare infrastructure and resources so that proper planning can be done, and needs
addressed efficiently.

¢ The human resource planning needs particular attention due to the training timeline to
address areas of need. There is an opportunity to engage with private sector facilities to
assist in the training process (in terms of practical training elements rather than higher
education elements).

o The White Paper refers to a procurement and reimbursement framework for contracting
services from the private sector and under the purchaser provider split. Such a
framework needs to be realistic as | am going to discuss shortly to ensure that we can
attract and retain the necessary skills to deliver excellent healthcare to all South
Africans.

BREAKDOWN OF BUSA NHI PRESENTATION

20



BUSA

¢ We cannot ignore the affordability constraints fiscally and for households. This
necessitates rationing decisions which need to be done in as transparent a way as
possible with input from key stakeholders.

Slide 23

Current context to.future healthcare provision

Inadequate capacity in a number of areas:

® Human capital
O Absolute shortage of health professionals
O Insufficient training capacity

O Difficult to recruit foreign health professionals

® Physical infrastructure
O Distribution of beds
O Equipment

e Akey challenge in improving healthcare delivery is ensuring adequate resources.

e A comparison of SA average visit rate to OECD averages gives a clear indication of the
large deficit in terms of health professionals.

e There is not a quick fix for addressing this deficit due to the training period for medical
professionals.

e There is also an opportunity for us to attract skills from overseas.

¢ Interms of facilities it is important that proper planning takes place to correct inequalities
in the distribution of facilities and equipment.

e This planning needs to include due consideration of the appropriate level of care to
support the promotion of primary care.
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Current context to.future healthcare provision

Possible approaches

Human capital

. Audit of total practicing health professionals
. Allow private sector training of health professionals
. Review process of recruiting foreign health professionals

Physical infrastructure

° Audit total capacity and quality of infrastructure
. Review procurement system to improve efficiency
. Consider contributions that can be made by the private sector

e Business suggests that a first step is understanding the existing resourcing. There is an
urgent need for accurate and complete resource data.

e A further urgent step is to address the practical training requirements to ensure that
there is a pipeline of skills being trained. The private sector have made a number of
proposals for training arrangements to support this process. This can include training
and registration of health professionals from overseas.

¢ Interms of facilities and infrastructure we need data on what we have and where it is.

o Where there are gaps, these can be addressed by appropriate procurement or
redistribution as well as exploring partnerships with the private sector to enhance
capacity (in a sustainable way.)
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CORNERSTONE OF ACCESS:

Management, under purchaser provider split

Issues to be considered:

Sound basis for price setting

Smooth transitional arrangements based on clear planning process
Employment of health professionals

Procurement and management of supply chains

Efficient billing systems

Institutional changes required to achieve desired outcome

Identification and management of risks

A key proposal in the White Paper is the purchaser provider split. Business supports
this approach put would like to highlight the need for careful consideration of all
implications.

This approach requires a sound basis for determining the basis on which public facilities
will be reimbursed for the services delivered.

The transition from a budget allocation mechanism to reimbursement model is not
simple and needs to be carefully planned.

A key element of this process is the employment of health professionals in both public
and private settings. The HPCSA rules around employment of health professionals are
a key constraint in the private sector and may impact on procurement of services.
These need to be addressed.

There needs to be adequate resources for managing the procurement process as well
as the supply chain process which includes proper provisioning of facilities.

BREAKDOWN OF BUSA NHI PRESENTATION

23



e The public-sector facilities are currently not geared up for billing (even where the means
test currently permits it) and it is not a small task to ensure the required procedures are
in place.

o All of this requires high levels of institutional change and public facilities and at provincial

departments of health and such changes are associated with risks that need to be
identified and managed.

Slide 26

CORNERSTONE OF ACCESS:

Costing of services under purchaser provider splits

* Any costing process must be underpinned by scientific calculations based on actual input costs and performed
by an independent authority with appropriate expertise and capacity

* Principles of cost recovery to be applied

* Contracts must be designed to succeed and might include:

* Deep learnings from health systems with mature purchaser provider splits and external commissioning
of services

* Deep learnings from SA medical scheme administrators
* Detailed Key Performance Indicators (KPI) — operational, financial and quality KPI’s

* New forms of monitoring and evaluation ie external and independent adjudicator of performance

e The costing of services is a cornerstone of the viability of the proposed framework.

e Business stresses the requirement for a sound and scientific approach to determine the
costs of services included in the service benefit package using a bottom up costing
approach. This requires adequate data and expertise and may also involve
assumptions to be made about efficiency gains.

e For both public and private service providers, the sustainability of the framework
requires sound principles of cost recovery to be applied.
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e Business suggests that there is an opportunity to learn from other areas where such
systems have been implemented and where there are similar affordability constraints.

o Within the South African healthcare sector there is extensive knowledge, expertise and
data in the medical scheme environment that can be drawn upon.

e |tis important that key performance indicators are identified up front to monitor the
processes implemented so that there can be timeous intervention where levels of quality
or cost efficiencies required are not being met.

o We cannot stress highly enough the need for monitoring and evaluation to be built in
and receive adequate resourcing.

Slide 27

CORNERSTONE OF ACCESS:

Phasing of Provision

* Private sector ready and willing to collaborate

* Piloting of collaboration models should commence as soon as possible

(incl. maternal h
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e Business is supporting a phased approach to the changes being proposed.
e A particular concern is that the phasing presented in the White Paper only incorporates
selective contracting from the private sector very late in the process.
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¢ \We suggest that there is an opportunity to contract immediately with a private sector that
is ready and willing to assist with capacity for priority projects. This can be done on a
piloting basis to collect information on the risks and opportunities and further refine the
contracting process going forward.

Slide 28

CORNERSTONE OF ACCESS:

Provision perspective

® Alternative reimbursement systems being recommended

® Risk taking alternative reimbursement models at the get go rather than :
O Assess activity based cost of public delivery

Ensure the reimbursement is sustainable for public facilities

Develop the skills for public providers to absorb and manage risk

Any DRG needs to be viable for investment.

Regulatory authority must base its function on accurate production cost data

o 0 0 0 0

Proposed DRG reimbursement authority must be impartial, established as an independent structure

The political incentive to set payments too low, amounting to a pretence that the system can
deliver more than it is really able to. The result is accumulation of deficits by providers, and

the emergence of dubious practices to try and manage their situations. In this respect, there
are risks with the monopsony position of a single payer system.

¢ Finally, on the provision basis, Business supports the approach of using alternative
reimbursement mechanisms and suggests that there is an opportunity for achieving
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immediate efficiency gains in healthcare delivery in South Africa by creating an enabling
environment for such methods now.

¢ The implementation of these mechanisms needs to ensure an appropriate alignment of
incentives as well as a realistic assessment of underlying costs.

o This will ensure sustainability of both public-sector facilities (and ongoing quality and
capacity improvements) as well as for private sector contracting.

e The requisite skills for managing these contracts also need to be in place at public
facilities (per the purchaser provider split).

¢ A word of caution on the use of DRGs for hospital reimbursement as referenced in the
White Paper. The development of a DRG based reimbursement framework requires
extensive development in terms of an appropriate coding framework for South Africa as
well as an independent body to develop and administer such a framework. The step of
linking reimbursement to clinical outcomes in addition to activity is a further complex
step which needs to be carefully planned. International experience has highlighted
some key challenges in this regard.

¢ The development of adequate activity-based costings for public facilities under the
purchaser-provider split needs to be rigorous to ensure that there are no funding
shortfalls.

¢ In addition, specialist services do not appear to have been adequately considered. An
engagement process with the provider community is necessary to ensure a sustainable
reimbursement mechanism is developed.

e Overall, it is important to note that there are risks with the monopsony position of a
single payer system that can affect the willingness of providers to contract and hence
the sustainability of service delivery.

GOVERNANCE
Slide 30
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A Well Functioning Healthcare System |
Key Components

Structure ; Health
and Process Outcomes

Procurement
and

contracting

Source: Adapted from “Key Components of a Well
Functioning Health System” - World Health

Organization (2010)

Governance and Leadership

e This picture has been adapted from the WHO framework for a well-functioning health
system.
¢ It highlights the need for consideration of structure and process i.e. proper planning, to
co-ordinate the elements of the healthcare system with the patient firmly at the centre.
e The elements include:
o the service delivery to the patient with the associated quality assurance
requirements;
o the workforce of medical professionals delivering services who are adequately
trained and where access to the appropriate level of care is managed;
o efficient procurement of health resources including capacity as well as
equipment, medication and logistics;
o the collection, management and analysis of data to assess efficiency and quality
in care delivery; and
o adequate funding to ensure sustainability as well as equitable access across the
patient population.
¢ |f these elements are underpinned by adequate governance and leadership which holds
these elements together and to accountability, then the desired health outcomes can be
achieved.
¢ In the South African context, it is important to note that the need is for better health
outcomes and timeous addressing of the needs. We need to find the best way to do this
rather than necessarily stating the intention of implementing the particular solution of a
single fund model.
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Slide 31

Incremental framework

Incremental Strategic Financial Framework (Option 1)

Employer funding

Universal per capita subsidy
(mandatory, non-contributory)
(income and risk equalized)

Adapted from Taylor
m Tax funding Committee Report, 2002

¢ We have presented the incremental framework here as adapted from the Taylor
committee report.

e This framework presents the current delivery which has a base of a tax funded public-
sector system serving the whole population, with some groups having to make a mean
tested payment.

e Currently we have the voluntary private medical cover sitting on top of this in a
duplicative way.

¢ Under an incremental framework, the NHI package of services could be at the base. As
we have highlighted, these services need to be clearly defined to promote equitable
access and responsible planning.

¢ The medical scheme environment is envisaged to continue in a complementary role with
the support of employer funding.

e Employer mandates would aid the affordability and sustainability of the medical scheme
environment and create the opportunities for virtual risk equalization across these pools.

Slide 32
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Incremental framework

Incremental Strategic Financial Framework (Option 2)

Employer funding

Universal per capita subsidy
{mandatory, non-contributory)
(income and risk equalized)

f f

_ Commererr
m Tax funding Committee Report, 2002

e An alternative construct is where the NHI service benefit package is defined as a
minimum package which is included in the benefit package offered by schemes.

¢ While there could be some tax funding support, this model enables public funding to be
focused on those who cannot afford to provide for themselves with the additional
opportunity to benefit from virtual risk equalization.
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Slide 33

Governance | Guiding Principles

Clarity on roles

Service Benefit Package Design

Equity in Coverage / Distribution

Access to Healthcare Services

Platform(s) & framework for

stakeholder engagement Financial Risk Protection
Transparency and information Financial Stability & Sustainability
sharing

Ongoing Quality Improvement

Institutionalized Trust &

Legislative & Regulatory Review Accountability

e Industry Standards Stakeholder Satisfaction

BUSA

[=]

o Proper governance is vital for an undertaking of the magnitude of the envisaged NHI
framework.

e The guiding principles of governance, as with healthcare delivery, involve consideration
of the adequacy of processes as well as ensuring the desired outcomes are met.

e From a process perspective we have:

o

Clarity is required of the roles of key stakeholders in the healthcare sector most
notably provincial health departments, public health facilities, private sector
providers and medical schemes.

The clarity of roles will lay the groundwork for effective engagement between
these stakeholders and there need to be adequate forums for input from all
interested parties.

We have highlighted the need for accurate data to facilitate planning and
scenario testing throughout this presentation. This data needs to be available to
all stakeholders to facilitate engagement.

The need for clarity on the service benefit package is critical to achieving equity
in delivery. This needs to be informed by clear prior setting and sustainability
requirements.

There is also a need for the legislative and regulatory review that will enable the
changes in the requirements.

The legislation is also supported by industry standards with respect to elements
such as clinical practice and confidentiality.

o If these processes are in place, then the desired outcomes become achievable. We
have articulated these here as:

o

Equity in how healthcare services are accessed across the population in a way
that addresses priority needs.
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o Access also needs to be at the appropriate level of care with adequate referral
mechanisms.

o The population needs to continue to experience protection from catastrophic
health expenditure

o And the system needs to be financially stable and sustainable. This includes a
reimbursement framework that encourages risk management.

o The framework also needs to encourage continuous quality improvement and
adequate quality assessment and related incentives need to be in place.

o Accountability is a key element of the overarching governance framework and
this will be facilitated by timeous access to appropriate and accurate data.

o Overall, if the stakeholders are satisfied and having their needs met, the system
is sustainable.

Slide 34

CORNERSTONE OF ACCESS:

Quality outcomes and patient satisfaction: approaches

® Standards must be applicable to all providers.

® Quality reporting authorities tasked with the management
and publishing of clinical quality and patient satisfaction
data must be independent.

® Private and public sector should have the same 0 Health Market Ingquiry

Promoting Healthy Competition

reporting requirements to monitor quality and mpetitionconaission

patient satisfaction, which should be publicly

available.
DISCUSSION DOCUMENT AND CALL FOR SUBMISSIONS

Health outcome measurement and reporting: Improving the cost and effectiveness of
clinical care in a competitive private heaithcare sector in South Africa

OHSC

BUSA Office of Health Standards Compliance D

Ensuring quality and safety in health care

o There are a number of structures currently in place to support the need for quality
assessment and performance.

e These structures can already be employed to support developments and to improve the
data collection processes we have highlighted.

e Itis important that standard setting is applied uniformly across providers i.e. in both the
public and private sector

e Further, the authorities engaged with managing and reporting on clinical quality need to
be independent from the process of collecting information on patient satisfaction. This is
an important area of stakeholder engagement which is not always aligned i.e. patients
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may give priority to delivery elements that are more related to comfort and convenience
than meeting clinical requirements. This is an important dynamic to address under risk
management.
e This information being in the public domain could assist in health education campaigns.
o The Office for Health Standards Compliance has been doing excellent and rigorous
work on quality and their role needs to be strengthened.
¢ The Health Market Inquiry has been focused on the private healthcare market and has
done extensive work to identify opportunities for promoting affordability and efficiency.
¢ Business recommends engagement with these entities as part of this process.

Slide 35
Improving efficiency inthe medical scheme

environment

® The Health Market Inquiry

O Pressure of PMBs
O Price regulation
O Contracting opportunities

® Addressing anti-selection
® Risk Equalisation
® Mandatory membership (phased)

® (apital requirements
® The role of medical technology

® Low cost benefit options

BUSA (=]

e The Health Market Inquiry of the Competition Commission is still in process and has
released a number of reports and held a number of workshops and hearings. The
recommendations are yet to be published. The reports to date have covered the
pressure of PMBs on medical scheme claim inflation, invited discussion on the role of
price regulation and on creating an enabling environment for alternative contracting
mechanisms by addressing the HPCSA rules for employment of doctors.

o There are immediate opportunities for efficiency improvements in the private sector that
could have a material effect on improving access to affordable cover for low income
earners.

e As noted earlier, the medical scheme environment is voluntary in nature and this means
there is a risk of anti-selection, particularly given the social solidarity framework that has
been incompletely implemented. The missing elements are risk equalization (so that
medical schemes compete on efficient management of risk rather than selection of risk)
and mandatory membership which can be implemented in a phased way based on
income.
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e Addressing the capital requirements for medical schemes will also have an immediate
benefit in terms of affordability.

o Business welcome the creation of the South African Health Products Regulatory
Authority (SAHPRA) which will regulate the registration of medicines and medical
devices. It is hoped that cost effectiveness analysis will be a due consideration to
address inflationary pressures associated with technology.

¢ And finally, there is an opportunity to leverage off the work that has been done on
developing a framework for meaningful cover for low income earners with the support of
employer subsidies. The low-cost benefit option framework is an immediate opportunity
to expand access to healthcare for more people and can pilot initiatives for broader
implementation.

LEGISLATION

Slide 37

Issues to be considered

® Understanding the Constitutional right to health (Section 27, WHO)

® WHO does not prescribe single fund model or free healthcare

® Health Professions Council of South Africa (HPCSA) rules on employment of doctors
® Health Market Inquiry (HMI) recommendations

® High Level Panel (HLP) recommendations (mandatory membership)

® Districts as juristic entities (for billing of services, PFMA implications)

e This presentation has highlighted the need to understand the constitutional provisions
for access to health services and noted that the HLP stated that the World Health
Organisation criteria cannot be interpreted as referring only to a single fund approach
and to providing free healthcare. The objective of universal health cover can be met
through a collaborative approach with those able to afford it, encouraged to provide for
themselves.

BREAKDOWN OF BUSA NHI PRESENTATION

34



BUSA

¢ \We have also noted that there are immediate opportunities for improving access to
affordable care by addressing the HPCSA rules as well as a number of other
recommendations that have been made to the Health Market Inquiry.

e The HLP has also made a number of recommendations with respect to the healthcare
system including the need for an accurate data collection process as well as the need to
explore alternative models for implementing UHC objectives including mandatory
medical scheme membership.

e There is also a need to consider the legislative and regulatory implications of a number
of the White Paper proposals.
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Regulatory reforms

® Understood to be imminent
O NHI Institutions and Advisory Committees

O NHI Bill: transitional fund for priority projects understood to be on the way to Cabinet; SEIAS report has been
finalised

O Amendments to Medical Schemes Act: to provide for a beneficiary register, requirements for benefit options and
governance; Prescribed Minimum Benefits (PMBs); Solvency; Low Cost Benefit Options (LCBOs)

O Amendment to National Health Act: institutional reform to give effect to new roles for all spheres of government

® (larity requested on status

BUSA [#]

e Business understands that there are a number of imminent developments that are
relevant to this process. These include:

o The appointment of the NHI advisory committees which may include
representations from the Nedlac delegations, but which are focused on technical
developments.

o The NHI Bill as mentioned by the President in the SONA which we understand to
be before cabinet. This would be accompanied by a SEIAS.

o Amendments to the Medical Schemes Act which have not been made available
but which we suggest could include requirements around the beneficiary register,
benefit option requirements, PMBs, solvency and could also include the enabling
of LCBOs.

o Amendments to the National Health Act which are required to address the
changes in the roles of different spheres of government.
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Amendments to be proposed

(White Paper)

® Mental Health Care Act

® (Qccupational Diseases in Mines and Works Act
® Health professions Act

® Traditional Health Professions Act

® Dental Technicians Act

® Medicines and Related Substances Act

® Provincial Health Acts

® Various ambulance legislation

® Nursing Act

It is expected that as the process unfolds clarity on the required amendments will be provided

BUSA

o The White Paper has noted a number of pieces of legislation that are affected by the
proposals.

Slide 40
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Amendments to be proposed additions to
White Paper List (Government presentation)

® Compensation for Occupational Injury and Disease Act
® QOccupational Diseases in Mines and Works Act
® Unemployment Insurance Fund

® Road Accident Fund

Clarity is required on the intention with including this legislation

BUSA [=]

e Business is concerned that legislation has been highlighted where changes may not be
appropriate.

e The suggestion that COIDA, ODMWA and the RAF will be incorporated under NHI
raises the concern that the liability risk associated with the practices of employers and
road users will be transferred to tax payers. There are also a number of other income-
related compensation benefits and so this transfer needs to be carefully thought
through.

¢ The UIF does not include any medical expense benefits and so it is concerning as to
why this is included.

Slide 41
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Norms and standards:for training

Opportunities exist for collaboration with the private sector on human resource
training and development

Business is ready to make a presentation on this whenever required

¢ We have highlighted that there are immediate opportunities in terms of collaboration with

the private sector for capacity in respect of priority projects and also for human resource
development and training.

e Business is ready and willing to assist with this process as soon as possible.

Slide 42
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Summary

® Business supports social justice, human rights and democratic values as enshrined in the Constitution of
the Republic of South Africa.

® The key objective is Universal Healthcare Coverage (UHC), which Business embraces in principle.

* \We generally agree with the problem statement in the NHI White Paper (2017).

® Business understands the advantages of a single-payer dispensation (pooling and purchasing), however
not the most efficient mechanism in the current environment — needs a collaborative approach.

* More clarity is needed on the (incremental) basket of services, in order to meet expectations and
manage affordability.

® There are resource constraints in the current environment that need to be taken into consideration.

® All resources need to be leveraged to attain UHC objectives — we need to start with what we have as a
country.

® There is an opportunity for the State to enhance its capacity to deliver on its promise through co-
operation with the private sector, by leveraging technical expertise, systems, infrastructure and other
related resources available in the private sector.

®  Priority should be given to vulnerable groups for public funding and an enabling environment created for
the expansion of cover over time.

e In summary:

o Business supports social justice, human rights and democratic values as
enshrined in the Constitution of the Republic of South Africa.

o The key objective is Universal Healthcare Coverage (UHC), which Business
embraces in principle.

o We generally agree with the problem statement in the NHI White Paper (2017).

o Business understands the advantages of a single-payer dispensation (pooling
and purchasing), however not the most efficient mechanism in the current
environment — needs a collaborative approach.

o More clarity is needed on the (incremental) basket of services, in order to meet
expectations and manage affordability.

o There are resource constraints in the current environment that need to be taken
into consideration.

o All resources need to be leveraged to attain UHC objectives — we need to start
with what we have as a country.

o There is an opportunity for the State to enhance its capacity to deliver on its
promise through co-operation with the private sector, by leveraging technical
expertise, systems, infrastructure and other related resources available in the
private sector.

o Priority should be given to vulnerable groups for public funding and an enabling
environment created for the expansion of cover over time.
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Slide 43

Way forward

® Prepare matrix of constituency positions under the four headings agreed
® Commence work of working groups using above matrix as starter document

® Seek agreement on principles in Task Team

e The suggested way forward is to work in terms of the engagement framework under the
four headings of Finance, Provision, Governance and Regulatory.

e The terms of reference have set out an allocation of sections for consideration under
these headings and the engagement process can start on this basis.
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