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What drives medical inflation in South Africa? * Health

Medical Inflation: 2009 — 2013 May YTD |
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Drivers of utilisation:
Demand-side drivers : Supply-side drivers:
Fee for service system

&

& Adverse selection

& Increased disease burden © Undersupply of doctors
~ : & New technology and procedures
< Ageing B _

< New hospitals



Examples of demand-side and supply side inflationary drivers ) Discovery

Demand-side: Increasing disease
burden in medical schemes
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 Chronic prevelance has increased by 60%
over the last 4 years

 Chronic patients cost 4 x non-chronic

Health

Hospital claims inflation driven by
utilisation and price

Utilisation leads to an average annualised
increase in hospital claims of 2% p.a.
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Utilisation also contributes to higher payments to
health professionals " Health

¥ Discovery

Increase in specialist payment rates
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Coding plays a critical strategic role in sustainable healthcare

Health

& Fair reimbursement for healthcare services

Y
e

Monitoring quality of care and outcomes

&

Understanding the burden of disease

Keeping current with new technologies and
techniques

©

Move to ARMs and effective risk
management

@

&

Planning of healthcare needs

&

Reliable communication of healthcare data

&

Facility management

&

Research
NHI — Public sector

&



Coding helps to detect fraud and waste ¥ Discovery

Health

Gentamycin: For middle ear infections, rarely used

150 -
& Dr Abills code 3266, 100% of the
100 - time
50 4 & Peers bill 5% and less
0 + ———— ———— ———— ———— -
DrA DrB DrC DrD DrE DrF
Removal of tonsils
300 - & Multiple providers bill code 1039,
200 100% of the time
00 L II e & Peers bill 40% and less
SiEEERENER]
DrA DrB DrC DrD DrE DrF DrG DrH Drli
Laryngeal stroboscopy with video capture: code 1118
R 800,000 - & Surgeon used code 1118 (Laryngeal
R 600,000 - stroboscopy) which is used by ENTs
R 400,000 - & Estimated savings from one surgeon:
R 200,000 - ~R1.2m
R e e TR

ENTA ENTB ENTC ENTD ENTE Surgeon



However there are several challenges in the current coding ¥ Discovery
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Coding not updated since 2006 to reflect new technologies and practices
Inappropriate clinical use of coding

Poor discipline of coding, leading to inaccuracies

Fraud and code pairing

Abuse of Rule C workaround

Fee For Service system predisposes to poor coding and misinterpretation of

guidelines




Examples of poor quality coding @) Discovery

Top 10 Prlmary ICD 10 code usage
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©

o oo Frequent use of sign/symptom codes
[ 20.0% instead of confirmed diagnosis codes

F10.0%a
-0.0%

I1CD-10 Count

ICD-10 Code

Top 10 Primary ICD-10 code usage
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it Main conditions treated by an ‘allied’
—-— health professional coded as
o.0% Caesarean Section deliveries

Top 10 Primary ICD-10 code usage
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Inappropriate clinical use of coding ) Discovery

Health

Pr type description (CD-10] Description |

Dietician A JO69  Acute upper respiratory infection, unspecified
Dietician B E282  Polycystic ovarian syndrome

Gynaecologist A JO69  Acute upper respiratory infection, unspecified
Gynaecologist B A000 Cholera due to vibrio cholerae 01, biovar cholerae
Occupational Therapist S818  Open wound of other parts of lower leg

Podiatrist S101  Other and unspecified superficial injuries of throat
Social Worker A L600  Ingrown nalil

Social Worker B L84  Corns and callosities

Speech Therapist/Audiologist Z500 Cardiac rehabilitation
Surgeon J029  Acute pharyngitis, unspecified



Critical to establish organised forum for schemes and providers EESZIEGVISY
to negotiate codes and tariffs

Objectives |

AR

& Appropriate remuneration for professionals

Health

& Manageable cost impact of changes for schemes and members — no “shocks” to
system

& Keep up with appropriate advances in medical practice

& Ensure consistency and accuracy of coding



Key elements of a coding/tariff forum
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Shared leadership and governance

Agreed, structured process

Focus on managing:
» Codes

o Tariffs

o Utilisation

¥ Discovery
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Tariff setting must take Scheme affordability and
quality into account Health

¥ Discovery

Real increases in DHMS expenditure (2008-2012)
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SA Health Improvement Triangle _
Achieving quality of care, affordability and access

e Reduce waste

» Value based payments &
innovative payment arrangements
®@

Innovative Payment

Arrangements

¥ Discovery
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/ . Patlent

centred

. Teamm / @ Digital technology
' & data driven
contmuous improvement
b -
| ¥l
]

Wellness programmes « Embrace technology to improve access
Integrated patient-centred care and e Electronic health records
teamwork

Quality improvement processes

» Transparent data on quality of care



There is a global movement away from FFS, towards value-
based payments

Discovery
Health

Payment system reform for health care providers in Korea

SOONMAN KWON
Department of Heaith Policy and Management, School of Public Health, Secul Netional University, Kora

Sinca its introduction in 1877, the nation! health insurance programma in Korea has paid health care pro-
viders on a fes-for-servica basis. Regulated fee-far-service payment has rasulted in an increased volume and
intansity of medical care. It has also distorted the input mix of treatmant becausa physicians have substi-
tuted more profitable and uninsured {no coverage] medical sarvices for those with lower margins, as is avi-
denced by the sharp increase in the cassarean delivery rate. This paper examines two recent supply-side
raforms in Korea: Diagnosis Related Group (DRG] and Resource-based Relative Vslue (RBRV]. Since 1907,
Swaigh & plck Hogramens covuiiig & siactst groi of dizsmen for vl wirly pariipaiing asith care

By Paul B Ginsturg

ANALYSIS & COMMENTARY

Achieving Health Care Cost
Containment Through Provider
Payment Reform That Engages
Patients And Providers

1o seek care within that organization’s network of providers.

or many years the US approach to  spending ble and madi-

Sont oiconeol ap o Mehes e rsching the
limits of acceptability. Health care spending
contines o 3 growing share of the
‘gross domestic product—almost doubling i the
past three decades, from 9.2 percent in 1980 to
i) t in 2011 An increasing Rumber of

Howdirjpioviicisi Snime pubbark, ta
latter fostered in part by continued large tax

subsidies for those who obtain comprehensive
‘health insuranse through their employers, have

Americans cannot aford heakh insurance be-
cause increases in preminms are oumpacing in-
come growth. :

Meanwhile greater portions of federal and
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Beyond Pay for Performance — Emerging Models
of Provider-Payment Reform

Meredith B. Rosenthal, Ph.D.

scalating costs and the growing imbalance

between pi

ary and specialty care have in-

creased the urgency of calls for fundamental re-
form of the health care payment system. At the

core of the problem is the fact
thar the dominant fee-for-service
mode! rewards volume and incen-
sity raher than value. But al-

broader mave-

ers is enhancement of exising
pay-for-performance  programs
through changes in scope, per-
formanee measures, and magni-
tude of funding. The changes
appear w be focused on two
perceived of earlier

ment, with proposals and pilos
emerging from 2 wide variety of
stakeholders and policy leaders

efforss: w00 tittle impact oo pro-
vider behavior and not enough
focus on demonserable benefit—

though the Faults in the way we  (see table). including both health ourcomes
current'y pay for health care are  The contours of proposed re-  and spending — as opposed o
obvious, it is much less clear forms of the health care payment  process-ofcare measures. At the

whar feasible approach would
yield berter resules.
Earlier this decade. pav for

system follow the fau't lines of

same time, nonpayment for trear

current models —
eiter undoine Derverse mcentives

ment of pre
has emereed as the mirror im-

institutions, the DRG-basad prospective payma
Tittie

nt systsm has proven to ba

sffectiva in containing cost with

in 2001, but led to an almost unifarm

negative
increase in fass for physician servioss without @ mechenism to contral the valume and expenditure. Chal-

lenges and

and the intraduction of global budgeting

Introduction

‘The national health insurance programme in Korea relies on
a fee schedule for reimbursing health care providers, and the
government regulates the fee. Fee regulation has been the
source of recurrent complaints by providers in Korea. They
maintain that the government regulates the fees so tightly
Uiy o b ey v 4 o of previfn el
care. A
adequacy of the foe level has existed since Ilnmmrlu(lmn
of the national health insurance p and is likely 10
continue. In addition, fee-for-service payment leads 1o over-
provision and distortion in the mix of medical care because
Pl s, s mcaling o e nk s o W
services with a greater margin. For example, a physician in
Korea usually recommends that a patient visit the office
every 2 days for a minor case. An office visil consists of
several tesis at the initial visit and a very short physician con-
sultation that lasts for only 2 ar 3 minutes (KTHCM 1999).

For the purchaser — insurer or government — the payment
compensates providers for their cost of providing medical
care, and at the same time it should encourage them to be

_—
-

rea includa the efit covar-

age, quelity monitoring and .mpmsrpem strategic plans ta ovarcome the strong opposition of providers

Key words: health insurance, provider payment, DRG, RBRV, Korea

as the Diagnosis Related Group (DRG) based reimburse-
ment that provides them with stronger incentives to control
costs.

‘The costsharing foes that patients pay at the point of service
amount 1o about 0% of total medical expenses in Korea and
henge impose 3 substantial barcen on patients (NHIC 1959).
Withouta
high co-payment (or excessive demand-side cost shamg)
imposes & huge economic burden on the unhealthy and the
poor because it does not take into account patients” varying
need for bealth care and their differing ability to pay. A
supply-side cost-sharing payment system woukd give strong
incentives to providers 1o contain medical expenses by
making them take on the economic consequences of health
care ulilization by patients (Ellis and McGuire 1993). Pro-
widers also have hetter knowledge and information about
patients’ health care needs (than patients themsalves).
Thercfore a payment system with a supply-side incentive
scheme can encourage providers to tailor medical care pro-
wision 1o the need of individual patients. In contrast, the

essary health care utlization (Rice 1998).




Significant opportunities to increase doctor
remuneration by reducing waste and improving quality
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Source: DHMS data
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Principal Professional Fee as a proportion of Total Procedure Cost

Other professional CPE

Radiology CPE

mms Pathology CPE

. Hospital CPE

mm Principal Professional
CPE

—_— Principal professional
as % of Total CPE

= = Average principal
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Collaborate on quality of healthcare @) Discovery

Health

¥ Patient Hospital Experience Survey Y Best Care Always
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Pain management
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B Never and Sometimes M Usually @ Always MedansEisatepoime il
Since May 2010: . CLABSOI doubles the hospital cost and has
i *
e >150 000 responses 12-25% mortallty rate . .
e ~27% response rate » BCA prevented ~1 200 infections per year

and saved 150 - 300 lives per year

_Source: *http.//www.cdc.gov/mmwr/preview/mmwrhtml/mm6008a4.ntm
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