
Charlton Murove

Utilisation and inflation in medical schemes



Overview
I. Inflation & medical inflation as measure by Statistics 

South Africa (Stats SA)

II. Contribution inflation in medical schemes

III. Drivers of contribution inflation

IV. Utilisation in 2014 & 2013

V. Contribution inflation measurement (prospective)

VI. Questions
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Inflation - Stats SA
Å CPI ïgeneral increases in prices of goods and services

Å Rebased after carrying out Income and Expenditure surveys (IES) 

every five years (may be reduced to 3 years)

Medical Inflation from Stats SA

Å Also includes medical inflation basket targeting healthcare goods and 

services

Å Stats SA measures how the general prices of medical services 

increase from year to year

Å Medical inflation has been shown to increase at rates higher than CPI

Å This is regardless of how much if these services are consumed from 

year to year
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Medical inflation - Stats SA

Å Medical inflation measures how prices change over time

Å The price measured is not affected by how much health services are used

Å For medical schemes, its important how much health services are 
consumed

Just calculate the 

increase in the 

price of one egg. 

This does not 

measure how many 

eggs are consumed 

over time
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Medical inflation or contribution inflation
Å Contributions are used to finance both Medical services & goods and 

non health-care expenditure

Å It is important to measure how much cost of services change over time 

and how much of the services are consumed over time for Medical 

Schemes

Even when 

the price of 

eggs do not 

change you 

would need 

more Cash
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Contribution inflation
Å Contribution increases of medical schemes respond to a number of 

factors such as:
I. General increase in price levels of medical services

II. Increase in use of the medical services (utilisation)

III. General increase in non-healthcare expenditure (NHE)

IV. Reserving requirements

Å Industry technical advisory panel (ITAP) formula & work

Medical inflation = tariff increase + utilisation increase

Medical inflation = tariff increase + (demand side component + residual supply side effect)

Medical inflation = tariff increase + (plan-mix effect + residual demographic effect) + residual 

supply side effect

Å ITAP led to the review of data collected by CMS so as to measure medical 

inflation more accurately
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Contribution inflation
Effect Of Demographic Profile On Cost Of PMBs

7



Contribution inflation
Effect of demographic profile on cost of PMBs

ÅCost of PMBs pbpm for 2014 was used to calculate the cost of PMBs using the 

beneficiary profiles of the previous years

Å If the profile had not changed from 2006, the cost of PMBs would be 8% lower
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Contribution inflation
Effect of demographic profile on cost of PMBs

ÅThe impact of change in membership profile was mostly on open schemes

Å If the profile had not changed from 2006, the cost of PMBs would be 14% lower on open 

schemes
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Utilisation
Data Collected
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Data 

Table

Fields collected

Option level for financial years 2013 &2013

Adjustments /

Quality of data

A2
No of beneficiaries at the end of each month in the 

financial years 2013 and 2014.
None / good quality

B1
No of visits to the various providers and the total 

cost of such visits

None / good quality

B2

Total amount spend on medicines and 

consumables outside hospital and the no of items 

dispensed

None / good quality

B3

Hospital admission data for beneficiaries: no of 

admissions, admission type and no of days spent 

in hospital

Adjustments to length

of Stay for some 

options / reasonable 

quality

B6

Hospital admission data for beneficiaries: no of 

admissions, admission type & category and no of 

days spent in hospital

None / reasonable 

quality



Utilisation
Å Mostly consisted of 3 categories: Medicines, Providers and 

Hospitalisation
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Category Average Cost ñTariffò 

per event

Utilisation

pabpm

Sub-category

Medicines

(16,6% of total 

benefits paid)

Each item dispensed 

and paid for by the 

schemes

No of items dispensed

Consumables

& 

Medicines

Providers

(43,7% of total 

benefits paid)

Each visit paid for by 

the schemes

No of visits

In-Hospital

&

Out-of-Hospital

Hospitalisation

(37,6% of total 

benefits paid)

Each hospital 

admission paid for by 

the schemes

Each day spent in-

hospital paid for by the 

schemes

No of admissions 

No of in-patient days 

per admission and is not 

calculated pabpm

In patient days <24hrs 

ñShort stayò 

&

In patient days >24hrs 

ñLong stayò



Utilisation
Hospitalisation
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2013 2014
% change per 1 000 

beneficiaries

Hospitalisation

Number of admissions 2 506 398 2 540 535 0.3%

Day case 756 185 769 764 0.7%

Long stay 1 750 213 1 770 771 0.1%

Average cost per admission (R) 16 606.88 18 331.34 10.4%

Day case (R) 6 545.34 7 213.98 10.2%

Long stay (R) 20 953.99 23 164.12 10.5%

Number of inpatient days 7 494 131 7 904 851 4.1%

Day case 756 185 769 764 0.0%

Long stay 6 737 946 7 135 087 4.7%

Average cost per day (R) 5 554.14 5 891.50 6.1%

Day case (R) 6 545.34 7 213.98 10.2%

Long stay (R) 5 442.90 5 748.82 5.6%



Utilisation
Hospitalisation - No of admissions per 1000 beneficiaries
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Utilisation
Hospitalisation ïAverage Length of Stay per admission (Long Stay)
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Utilisation
Medicines
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2013 2014

% change per 

1 000 

beneficiaries

Medicines

Number of items dispensed 212 366 520 223 161 203 4.2%

Consumables 14 752 285 15 063 860 1.0%

Medicine 197 614 235 208 097 343 4.2%

Average cost per item dispensed (R) 88.69 92.18 3.9%

Consumables (R) 66.38 72.25 8.8%

Medicine (R) 90.36 93.62 3.6%

ÅAverage cost per item dispensed for medicines was lower compared to consumables



Utilisation
Providers
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2013 2014

% change per 

1 000 

beneficiaries

Providers

Number of visits 68 824 388 71 435 900 2.7%

In-hospital 17 340 663 18 428 527 5.2%

Out-of-hospital 51 483 725 53 007 373 1.9%

Average cost per visit (R) 689.13 744.05 8.0%

In-hospital (R) 1 103.59 1 184.16 7.3%

Out-of-hospital (R) 549.53 591.04 7.6%

ÅUtilisation of providers increased more for in-hospital visits



Utilisation
GPs
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ÅA hospital GP 

visit costs more 

than double an 

out-of-hospital 

visit.



Utilisation
Medical Technology
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ÅThere is a very 

significant 

increase in 

utilisation of 

medical 

technology 

especially in-

hospital.

ÅThe average cost 

per event is also 

much higher in-

hospital



Utilisation
major take-away

I. no of admissions increased marginally while length of stay increased at 

4%

(it would be more helpful to unpack utilisation in hospital more)

I. utilisation of providers increased most in-hospital 5,2% compared to 

1,9% out-of-hospital

II. average cost per event is higher in hospital for a number of disciplines

III. the increase in average cost of medicines was 3,6% - probably due to 

single exit price and use of generics
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Contribution increase 

measurement
Contribution allocation in Medical schemes
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Non Healthcare 

Expenditure
Medicines

Providers &

Hospitalisation

Need to determine:

Å What proportion 

of contributions 

goes towards 

NHE & HC 

costs?

Å How does NHE 

& HC  increase 

over time?

Å How does the 

utilisation of HC 

change over 

time?


