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Cost Inflation: the most important
problem facing health care

Health Care Finance, July 2009

"g Sponsored by Organi

Yo

% FUNG *

¢\, FOUNDATION IDSMED’

Ascobat Gani/Fung Health Care Leadership



Medical Cost Inflation Rate

2015 2016

Annual Medical Trend Rates Annual Medical Trend Rates
Annual General Annual General

Region & Country
Global

]

Global 3.2 8.7 5.5 16 9.1 5.5
North America 16 53 3.6 15 58 43
Latin America & Caribbean 6.9 16.7 9.8 1.0 20.0 9.0
Furope 16 5.7 41 16 5.9 42
Middle East & Africa 6.6 133 6.7 6.3 16 53 Asia
Asia 4.2 104 6.2 3.2 9.4 63 /
Asia (Avg) 42 104 6.2 3.2 94 6.3
Australia 24 75 5.1 23 6.0 3.7
Bangladesh 6.7 75 0.8 6.5 73 0.8
China 3.0 7.0 4.0 1.5 7.0 ss Indonesia
Hong Kong 3.8 8.6 48 34 7.5 41
India 7.5 130 5.5 5.7 12.5 6.8
Indonesia 55 15.0 9.5 5.8 15.0 92" Malaysia
Japan 1.7 47 3.0 0.9 2.2 13
Kazakhstan 7.5 7.8 0.3 5.5 7.0 1.5 /
Malaysia 39 12.0 8.1 3.0 14.0 1.0
New Zealand 2.2 7.6 5.4 21 56 35
Aseobat-GartoreHeatth-Careteadership
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Behind the numbers

U.S. Health care spending breakdown, 2010

August 2016
Hospitals HC Inflation Rate: 4.91%
Econ Inflation Rate: 1.06%
B Hospitals
B Physicians
Private health B Prescription drugs
ing. adrin B MNursing/ Continued care
costs B Private health insurance admin costs
3.75%
B Other
Nursing/ B Total structures and equipment
Continued [ Dental
::% B Public health ?cl',i'l.riq,r
B Al other admin costs
B Horme health
B Otherprofessional
1001% Physicians B Research
20,04 % B MNon-durable medical equipment

Durable medical equipment

Sourca: Center For Medicars and Medicald Sarvices

Ascobat Gani/Fung Health Care Leadership
Summit 2016



Cost drivers

USA, 2010

Hospital cost increase = attributed to hospital
mergers and acquisition

Provider price =2 increase in physician costs

Medical technology =» contribute to 38% - 65% of HC
spending increase

Waste = defensive medicine, un-necessary tests and
procedures

Unhealthy life style = smoking, unhealthy diet
Aging population

Taxes (Aetna’s income tax 2011: 3% of total revenue)
Insurers profit



Net profit margins by industry, 2012

18.00%
16.00%
14.00%
12.00%
10.00%
8.00%
B Major drug manufactuners
0.00% B Medical instrument and supply
4.00% B Bictechnology
2.00% B Medical appliance and equipment
0.00% B Health insurance

Sourdd: YaShoo Firande, Odtober 1, 2062
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National Healthcare Increasing Costs Trend
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Behind the numbers

JKN =» Social Health Insurance in Indonesia
BPJS=>» operationalize JKN as a single payer

Started 1t January 2014
Coverage:
=>» as 2016: 150 millions (58% of total 258.7 mills)
=>» 86.4 millions received premium subsidy from gov’t
=>» Target: 2019 will cover entire population (projected
268 millions)
Benefit package =2 comprehensive
Providers:
=>» 9,752 Community Health Center
=» private doctors/dentists
=>» private clinics
=>» 2.138 hospitals: {secondary-and tertiary hospitals)



What happened after 2 yrs of JKN

SUBSTANTIAL AMOUNT OF DEFICIT
HEAVY SPENDING FOR SECONDARY

AND TERTIARY CARE
AFFECTED BY COST INFLATION

US$ 275 mill US$ 487 mill US$ 566 mill
—mmm-
Deficit (Rp) 3.30T 585T 6.80T =274T°7?
Subsidy for PBI 19.225T 255T ?
PBI = subsidized US$ 1.6 bill US$ 2.2 bill

beneficiaries



WHERE THE MONEY Can be reduced with effective PH
_q_interventions: promotion and
prevention

- GO?

Primary Care

Others
75% self limiting

Preventable = PH
Opthal

US$ 4.3 Billions

Infection Preventable =

Surger
ey Rp 52 PH

Trilion

o
4%
0, 2 %, Deli Hi TFR
%o, P %oy elivery  Hi
Q. O/)) U s Low CPR
%, O e
Q. ‘%. G Preventable =
%, % e O FP
% .
Chronik
Intensive
Care Hipertensi, DM, Ca, etc
Stroke, CV, RF /
Aging .
Smoking =>» Screening —

Llfe style 9 Hlth Prev
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Cost drivers

INDONESIA
Aging population = 22 mills (2016) =» 26.7 millions (2019)
NCD increase
High fertility = TFR 2.6, high risk pregnancy
PHARMACY = THE MOST EXPENSIVE DRUGS (15x of India)
Weak Primary Health Care = push patients for referral
Medical technology
Moral hazards

NoUuhEwWN e

Medical cost inflation

| 2012 2013 | 2014 | 2015 | 2016
Global 7.7% 7.9% 8.3%

Asia Pacific 8.4% 8.8% 9.3%

Indonesia  11.5% 12.5% 13.5% 15.0% 15.0%
Thailand 6.3% 6.9% 8.7%

Philipine 88% 9.2% 9.8%
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HEALTH CARE COST INFLATION

=> MAJOR CHALLENGE IN ANY
COUNTRY HEALTH SYSTEM

=>»Heavy burden on government fiscal
capacity

=» Heavy burden on household/ personal
economy

=>» A threat to affordable and sustainable
JKN (social health insurance)



Strategic Policy for Cost Containment

STRENGTHEN PREVENTIVE HEALTH CARE
[ Re-vitalize FP J
° a 0 ( . . - b
Ageing population \ SIISF= : Screening -D.la etes,
L hypertension, Ca
personal hyglene

p
Water, sanitation,
hygiene, Immunization

mfectlous dlseases

J

Public Health

* Regulatory framework / Program
 PH Work Force

* PH funding Public Goods
Ascobat Gani/Fung Health Care Leadership Tax ba:.;ed
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technologies & W expensive medical
pharmacy tech & pharmacy

NCD anc | High spending for
cathasthropic hospital —

Weak Primary ; High spending for
Care system referral

Waste” services

& inputs servi

“GO GREEN” WOULD LEAD TO
SLOWER HEALTH CARE COST
INFLATION

Ascobat Gani/F

High cost o

ces

Care Leadership
Summit 2016

Institutionalize HTA
(Health Technology

g Asessment)

ACCOUNTABLE MEDICAL CARE
4

v

(DRGs)

a )
Payment through CBGs

/
-
Strengthen PHC,
_ Ccapitationpayment |
-
“GO GREEN”
& J

'

Green Hospital
Green clinic




Some evidences=>» oreen Initiatives

USA hospitals
* 5.9 millions of tons of waste each year
* One of the largest energy consumer

Greenwich Hosp (Connecticut)

* Reengineered heating and cooling plants
* Updated its light bulbs

* Cutits electric cost by $303,000/yr

Harvard teaching Hospital
e 1.5 tons of left over food/week sent to a
farm north of the city

Stanford University Medical Center

* Recycled and composted 35% of its trash
(2,300 tons) (2012)

e Saved $750,000

Global figure ?
National figure ?

Many other
hospitals has
been “go green”

!

5 waysto go
green



Hospital Go Green (technical perspective)

In general, hospital focused on the following five ways
Variety of technicality in addressing each of them

* Conserve water
- efficient showers and toilets (less water per flush)
- efficient washer

 Consumeless energy [ Commitment ]
- Many ways of reducing electric cost [ Special Unit ]
* Greener waste management [ 8@ PremE ]

hazard of contamination
- food waste for fertilizer

Ensure chemical safety
- properly recycle toxic goods (such as batteries)
- less detergent by lowering the salinity of water used in laundry

Food stuffs: use local farm =» locally grown, fresh product (cut
down gasoline used and refrigeration cost)

Ascobat Gani/Fung Health Care Leadership
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Technology




Regulation, taxation,

alcohol ) ) price control
consumption

: Promoting healthy diet
Un-healthy diet EEEN Obese, NCD —) !
ACK OT physice = 4 Promotingregular
amd  Obese, NCDs :
exercise

Public and private
S facilities )
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HEALTHY PUBLIC POLICY

Regulationand
surveylance of

intoxication
hazardous substance

~ Regulation and policy

flood, land slide Disasterrelated for environmental
diseases N protection
4
Carelessdriving |y Enforcement of traffic
trauma/traffic _ and driving regulation

accident ‘
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Closing remarks

e Escalating cost is a real threat to affordable and sustainable

health system
* All stakeholders need to systematically contain the cost:

1] strengthen public health interventions
2] accountable medical care
3] promoting healthy life style

4] ensuring healthy public policy

* Health insurance is necessary but not sufficient (it only
provide financial protection but not risk reduction)

* Public health intervention should complement health
insurance to reduced health risk

THANK YOU
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