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DEMARCATION ~ OBJECTION TO PROPOSED SHORT TERM INSURANCE CHANGES

1. Accessibility and Access to purchase

One of the concerns raised in the commentary and the objectives of the proposed
Heaith Insurance amendments is that the regulator has an issue that insurance products
itave premiums that are related to age andfor heslth status or income levels of an
individual.

It is very important to note that there are a large number of “stated benefit” insurance
preducts that have no Iimitations related to age and or hea'th status. For example all
the RENIE Accident and Emergency and Dental policies are sold to anyone, at a premiuin
that 1s not linked to hezith status or age

This is a very impartant principle and concept as the commentary on the proposcd
Health Insurance amendments implies that the abeve is a concern in all “stated benefit’
poliriez. We therefore want to formally put on record that this is not the case. Secondly
the reguiator needs to distinguish products that do risk rate cliants vs. those that do not.
This will allow a more informed approach in daaling with each of these categories

RECOMMENDATION:

We propose that policies that do not distinguish on any basis in terms of risk rating
members should be allowed under the new amendments as these do not limit cover
to only the fit and healthy — they cover everyone.

2. Principles of Medical Schemes

in the commentary on the premiums paid in the medical schemes environment it is put
forward that “Contributions apaly universally to all members who are enrolled and may
only vary in respect of the cover provided. Different benefiis options are priced
differently depending on the level of rover afforded 2nd ara determined by the rules of
the scheme. The effect 1s that there are equal premiurm contnibutions for high and low
rizk members, which promotes greater ~quity in the scheme.”

The assumpiians thet there is equal premium contnbutions for high / low nisk members
in the medical schemes 15 not correct as young healthy members buy down to hospital
cover only. That leaves & higher risk unsustainahle risk pool of members, This is a
fundamentally flawed approach and by its nature makes medical schemes unsustainable
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in thair current form. The problem with comprehensive medical aids is that the monthly
contributions arz2 largely unaffordable. The healthcare model and medical aids in
particular are therefore unzustainable even with a risk equalisation fund in place o
offset this risk.

Where medical aids can play a vital role is in the prescribed minimum benefit area, as
this Is a basic set of benefits that applies equaily across all medical sics.

RECOMMENDATION:

We would recommend that medical aids primary focus should be on covering
prescribed minimum benefits. Thereafter members should decide on appropriaie
cover that is relevant to their own circumstances {bath via the medical aid as well as
insurance products). By allowing Comprehensive options as well as more basic
Hospital Plans, medical aids inherently allow members to arbitrage the risk vs.
premium by allowing them to select an option in a way that makes healthcare funding
via a medical aid unsustainable,

3. Overseas Experience

Overseas the viability and value of instirance and reiated hesith insurance products i3
tested and scceptec as the norm. These products are purchased by consumers and
becomu successful based on free market forces of delivering value to the customer We
should allow the same free market furces to guide our regulatory environment to
ensure that consumers have a free choice when deciting to purchas2 medical ald or
heaithcare insuiance. The consuiner should ultimately decide which market and which
products are successful based on the specific value the product provides

RECOMMENDATICHM:

We retommend an open regulatory framework that allows both medical aids and
health insurance to thiive, with consumers making a decision on what products
provide them with the most value. A medical aid with prescribed minimum benefits
should then be compulsory for all ¢itizens to ensure basic healthcare services are
provided.

4. Loss of lembership from Medical Aids

One of the concerns raised in the commentary on the amendments is the parceived
issue that health insurance is providing a meckanism for younger and healthiar
meinbers to leave medical schemes and therefore threaten ihe viability of the medical
stheme.
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The issue of declining medical scheme membership is complex and multi- dimensional.
It is not a simple matter to resolve, Some of the factors that are affecting the decline
medical aid membership are the following:

L

The issue of lack of affordability is real. Medica! aid contributions are very high
relative to the average salaries and wages earned. Therefore a large portion of
the pupulation cannot afferd basic medicat aid cover. Insurance cover provides a
viable alternative to these mermbers as they can enjoy cover for stated benefits,
at a lower premium, and at ieast have some forim of health cover in place. As
npposed to relying totally on state healthcare servicas. By remaving stated
benefit insurance the additional costs onto state facilities 1¢ going to be huge

The lack of jobs and job creation initiatives in the econniny creates a larger
weifare state and also limits a viable and thriving medical aid market. The root
cause of this is the lack of job creation opportunities. As the economy continues
through the recession companiez may retrench workers worsening this situation
if job can get created this situatior: will reverse itself. When worker do get
retrenched they most likely will no longer be able to afford their medical aids.
Again basic insurance products fill thiz niche.

The vezlue for money provided by a medical aid alse rieeds to be evaluated
Uniess a member 15 on a full comprehensive madicai aid, they are not going to
have fuli rnedical cover. The question then arises how Is the rrember going to
provide for this shortrall ? The reason why comprehensive medical aids have
limited membership 15 that the costs are exorpitant and unatfordable. There is
therefore a real need for members to be protected and coverad for a broader
range of healthcare services. Members out of free choice buy haalth insurance
products to supplement the medical aids. We respecifully content that this is the
only sustainable approach to this and that consumers shauld be given the free
choice to continue to make these insurances purchases. If medical aids coverad
all eventualities then these additional products would not be required and no
one would buy them. It is therefore likely in the above situation that members
leave medical aids as the value for money nrovided is not good and they always
have a significant financial shortfall when making medical 21d claims.

RECOMIMENDATION: Woe therafare recommend that consumers are provided
with free choice to provide for their healthcare needs bv buying hoth medical
aids as well as health insurance. If members are net allowed to buy insurance
cover for this, the burden of providing for this shorifall is going o fall onto the
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state to provide. This too is unsustainable and will result in significantly
increased public healthcare costs.

How do regulations address the market challenge

Medical schemes provide for less than 8 million lives in South Africa. If one looks at
the overall population and size of the market then the regulator should not try and
artificially benefit a specific sectar. It would be preferable foi the regulator te make
sure that both the medical aid and insurance markets work to encure that 50 million
South African can achieve healthcare coverage The link about insurance products
threatening medical aids is an assertion. Respectfully we would content that this is
not proven and in fact the provision of health insurance may provide very meaningful
cover to South Africa that if it was not there would fall onto the state healthcare
system to provide far this.

RECOMMENDATION: Wa therefore respectfully believe that an approach of not
allowing both madical aids and insurance to provide vibran: and innovative
offerings will cause higher healthcaie costs as we stifla long term innovation.

Advertising

We support and agree to the points raised about clear advertisirg on the heaith
Insuratice vs. medical aid offerings. The principles of complete transparency and a
code of conduct for advertizsing standards should be introduced

Which products will be allowed

in terms of the commentary it is stated that “Froducts which provide for policy
ben<fits relating to actual medical erperses associated with a health event and
unambigucusly constitute the business of a medical scherme are déemed harmful to
the medical scheme environment and therefore will not be ezerapted in terms of the
Dernarcation Regulaticns.”

What this does not cover ic thz issie that medical aids by their very nature only cover
certain medical events. For example Dentistry is an area that iz not covered on most
medical schemes except top comprehensive options. For the rest it is either not
covered or it is paid from savings accounts, As dental coste can be veiy expensive 1
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visit to the dentist can deplete the family savings balance for the year. To vutlaw
dental health insurance plans therefore deprives the public of having appropriate
covar for their dental benefits. Especiaily as dental is not covered under most medical
aids

RECOMMENDATION: We respectfully assert that the above bread strokes of
classifying products into medical aids and then selected categories per the matrix is
flawed as it does not address the specific details of all of the procedures that are
not covered by medical aids. By default then members are deprived of any cover.
Again this will ultimately then full onto the public healthcare system to fund. We
therefore request that far more clarity is provided specifically around services that
are not covered by medical aids. All of these areas should then be allowed to be
covered by Health Ihsurance. Again — consumers will only buy either medical aids
or health insurance products that provide good value for money.

. The unigue nature of Dental benefits

Unlike malastream health cover provided by madical aids, dental cover is severely
limited. This is the norm world-wide because of the high level of non-health retated
treatments offered by the dental profession. Nor-health related treatment is
intertwined with essential treatiment and is sometime almost indistinguishable,
However, real dental health prohlerns affect about 30% of the population every year
and because of the lack of benefit in medical aid due to the above mantioned reason,
many puople are forced to pay for this essential treatment themselves.

insuring dentai h2alth 1s 2 highly specialised area usually focussed outside the general
health expertise of medical a:ds, social health systems ar medical insurance. Current
legiclation in South Africa does not permit dental to be covered in a standalone
format in medical aid so the only frame waork currently available fer real insured
dental benefits is short term insurance.




