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Ibrahim Muhanna FCAA, MSAA, FLAA BERLIN 2018
MD & Actuary

Founded i.e. Muhanna in 1986, Omnilife insurance company in ‘88, The Muhanna Foundation in ‘94 & Muhanna
(Rating Services) in 2000. He worked in the USA and Lebanon 1976-85

Graduated from University-of-Michigan (‘76) MSc in Actuarial-Mathematics.

Since 1986 he has advised 52 insurers, 23 governments, clients in 38 countries. He has written several papers &
delivered over 600 presentations on actuarial issues in 60 countries.

He has been a member of the IAA since 1985 and is actively involved in many IAA Committees & Sections. He was
the founding member of the IAA Health Section.

First Chairman of Cyprus Actuarial Association, member of the Swiss Association Actuaries, Immediate President of
the Lebanese Association Actuaries.

i.e. Muhanna & co. ltd. Actuaries & Consultants

uhanna... *

Actuaries & Consultants

Established in 1986 in Cyprus — we were the first independent actuarial firm in the MENA region.

Led by industry thought leaders, we worked with public institutions and private organizations as actuaries and
consultants.

From our offices in Cyprus, Lebanon, and Tanzania, we serve our clients in 38 different countries with local expertise
and world-class quality.

We have a multidisciplinary & multicultural team of actuarial thought-leaders, database experts, and topic experts.
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Healthcare as a Social Protet
1. The System unfolded
2. Argument for pre-funding
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Understanding Healthcare
Systems as part of the
overall Social Protection
Systems




UNDERSTANDING SOCIAL PROTECTION SYSTEMS N
World Bank Five-pillar Pension Framework N
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Informalh
Basic, . . support, other
Description social per]silon, PUth)iI(f ﬁ)ension pl:(;\jn Occggfsté?‘g?l o Prl\(/ﬁ;cgi\s;icdhuearres t%rrpaarlnsso(c;atlg
a(s)sri:?acrlmace (Publicly managed) pension plans savings) ealth) & other
individual assets
P Life time poor,
. Life-time poor, . . P ’
Who is ! Middle & higher informal and
covered }gﬁﬂgzgi?gr Formal sector Formal sector income persons formal sector
Additional
Basic protection Basic benefit benefit replacing Non Financial:
What is for the elderly & replacing an extra portion Savings & Health,
covered the a portion of pre- of pre_ investments Homeownership,
disadvantaged retirement income retirement lands
income
Participation Universal / Mandated / Mandated / Voluntary / Voluntary /
& Funding  General budget  Contributions linked Defined Contributions,  Government and
to earnings Contributions Ind. savings or Individual assets

employer sponsored




UNDERSTANDING SOCIAL PROTECTION SYSTEMS
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PILLAR (0) 1 2 3
. Welfare and Basic Social Insurance Occupational Private Health
Description  eaith Care Benefits Benefits Health Care Insurance and OOP
Benefits payments)
. Low income, Informal Formal sector . .
WhO IS ! . Formal sector Mlddle & h|gher
covered arésllig{irp:é:ector & Retirees income
Basic and primary Medical necessities, Top-up Insurance coverir ~ Benefits covering
. health care services, secondary & tertiary co-pays and costs not extra amenities,
What is ) y y
covered (Preventive care &  penefits with copays, Cla: covered by pillars 1 & 2, elective coverage,
Chronic Diseases) C Class B Class A
Participation Universal / Mandated / Mandated / Voluntary /
& Fuﬂding General budget Contributions linked Defined Contributions,

to earnings, & Contributions Ind. savings or
sometimes General employer sponsored




UNDERSTANDING HEALTH CARE SYSTEMS —
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Contrlbutors
Health Care
Admlnlstrator &

Asset Manager

Service Prowder
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Factor/Aspect Pension Health Care
Earnings Directly Related Indirectly Related
Contribution Period Directly Related Indirectly Related
Inflation Indirect Effect Direct (& Indirect) effect
Mortality Direct Effect Indirect effect
Morbidity Lower effect Higher effect
Anti-selection Risk due to eligibility Low High
Third Party Little Effect Large Effect
Benefits Relatively easy to quantify Harder to quantify

Eligibility —Anti selection Manageable Major effect
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Argument for pre-funding
for healthcare benefits
after retirement




25
35
45
55
65
75
85

EXAMPLE: HEALTHCARE COST INDEXED AT AGE 45

Average Cost

Indexed at
x=45

750
900
1000
1270
1690
2250
2800

Utilization
Rate

8%
10%
13%
15%
22%
25%
29%

Burning
Cost

60
90
130
191
372
563
812

Medical
Inflation

2.0%
1.0%
0.5%
1.0%
2.0%
3.0%
4.0%
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EXAMPLE: HEALTHCARE COST PERSON: AGE 45 e
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A 45 year old person with an annual salary of 6,000
* Retiring at age 65 with a pension equals 60% of last salary

Salary Increase 5%
Pension Increase 3%

Inflation 3.5% plus
medical inflation
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EXAMPLE: HEALTHCARE COST PERSON: AGE 45 NOW UNTIL 85 —
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AT . . Salary & Burning Cost

Cost Burning Burning Cost at pension at as % of

Indexed at Cost Age = x+t Age = x+t Income

x=45

750 60 45 2,261 2.0%
900 90 78 3,683 2.1%
1000 130 130 6,000 2.2%
1270 191 296 t=10 9,773 3.0%
1690 372 1,085 =20 15,920 6.8%
2250 563 3,721 =30 12,837 29.0%

2800 812 14,652 40 17,252 84.9%
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Demographic changes towards becoming ageing populations
* burning costs is age sensitive
« medical inflation is age sensitive

Prefunding for healthcare benefits after retirement

Health care costs of active population may continue to be paid on a
pay-as-you-go basis
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Public Sector must provide care for the:

— Elderly (since the increase of cost for providing healthcare
beneflts will out pase the economic growth of the general
budget, a sort of pre-funding is essential)

— Unprivileged

— Disabled

— Preventive care to all

— Core healthcare ( compulsory basis)
Private Sector may provide:

— Core healthcare (compulsory basis)

— Non core healthcare (voluntary basis)
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Contact details:

Ibrahim Muhanna

address: John Kennedy St.

Beirut - Lebanon
phone: +9613752999
mail: ibrahim@muhanna.com
web: www.muhanna.com
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