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EXECUTIVE SUMMARY 
 

1. Dual regulation by the Financial Sector Conduct Authority (‘FSCA’) and Council for Medical Schemes 

(‘CMS’) is not conducive to maximum client protection. FSCA alone should regulate market conduct. 

ASI Financial Services (“ASI”) supports the Financial Advisory and Intermediary Services (‘FAIS’) Act as 

the most appropriate regulatory framework for managing possible conflicts of interest in the provision 

of independent advice to consumers. The dual regulatory framework creates a regulatory arbitrage not 

conducive to maximum consumer protection. We believe that the current Independent Intermediary 

Model is a sophisticated model that was recognised as not being a cost driver of private medical 

scheme environment. Whilst we, however, recognise that the current model may not be perfect, it 

does not give rise to major systemic concerns.  ASI recognises that the conflict of interest debate is 

not restricted to the private medical scheme environment, however, is also part of a larger strategic 

thought process within the Financial Services Regulatory Framework.  In this regard we strongly 

recommend that medical scheme advisory and intermediary services be aligned to “workflow 2” of the 

Retail Distribution Review (‘RDR’), with specific reference to Equivalence of Reward and Intermediary 

Categorisation for the broader financial services discussion, as lead by National Treasury.  In this regard 

it is important to note that National Treasury supports the Equivalence of Reward principle, whereas 

the Health Market Inquiry (‘HMI’) suggests that tied agents be paid less than Independent Healthcare 

Advisors.  ASI submits that the current tied agent model contributes to the current oligopoly in the 

funder environment. 

  

2. The Medical Scheme Amendment Bill should be temporary withdrawn. ASI believes the proposed 

amendments to the Medical Schemes Act should be withdrawn until such stage as the HMI has 

published its final report. This will allow the Minister of Health to include the final recommendations of 

the HMI in any proposed new legislation.  

 

3. The Independent Healthcare Advisor adds value to the industry and consumers. ASI has submitted 

evidence of the value that Independent Healthcare Advisors add to the private medical scheme 

industry and specifically to members of medical schemes. We have also provided evidence that 

Independent Healthcare Advisors are servicing the interest of their clients, who are members of 

medical schemes. This value is rendered without being a cost driver of private healthcare and/or 

medical schemes. We are also humbled by the recognition of the Independent Healthcare Advisor’s 

value and role as identified by the HMI. 

 

4. The current opt-in and opt-out system offers maximum consumer protection. ASI recognises that no 

regulatory framework can be perfect. The current model, however, although not perfect, does not 

necessarily require major structural changes. Furthermore, ASI believes that any change to the 

regulatory framework should have been proved to be necessary, and any change should further 

promote the fair treatment of the consumer, based on cost-benefit as well as impact analyses.   The 

current framework requires an explicit opt-in or appointment by the member or the employer (on 

behalf of its employees) of the intermediary and should the services of the intermediary no longer be 

required, the services can immediately be terminated, which instruction the medical schemes must 

comply with. Furthermore, members are also able to join medical schemes directly and interact with 

medical schemes without an intermediary.  Although the current system is efficient and should be 

retained, improvements may be made by adding the intermediary’s information to all correspondence 

from medical schemes to its members. 

 

5. Discounted contribution tables will harm consumers. The current practice to allow members to join and 

interact with medical schemes without an intermediary attracts criticism insofar as in such cases these 

consumers should receive a discount. ASI believes a discount for the non-use of an intermediary would 

not serve the interest of members for the following reasons: 

 

a. Not using an intermediary does not come at no cost to the private medical scheme system. Medical 

schemes provided evidence to the HMI that in cases where intermediaries are not used (called 

“orphaned policies”) that the cost relating to administering those members are higher than in cases 

where intermediaries are used. 
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b. An unintended consequence of a discounted model will be that members can select to appoint an 

intermediary when services are needed and terminate the appointment after services are received. 

The only protection for intermediaries is to move to a fee-based system where intermediaries do 

not benefit or operate in a community rated service and commission environment. This will exclude 

more than 60% of members from financial advice due to affordability. 

 

c. A discounted model will create a countervailing power where medical schemes and their tied agents 

will be in direct competition with their distribution channel, the Independent Healthcare 

Intermediary. This counterforce will create an anti-competitive landscape only benefitting larger 

medical schemes to the detriment of smaller medical schemes.  

 

d. The theory of harm is not an exact science, nor easy. Even if consumer harm can be measured 

accurately, the trading of gains in profits is even more challenging.1  

 

e. The current system where Independent Healthcare Advisors are used creates no dualistic, 

competing or countervailing power. Therefore, an Independent Healthcare Advisor must convince 

existing and prospective clients that its services are superior to that of other Independent 

Healthcare Advisors.  Price will not play a role, since commission is standardised, and only 

demonstrated value will be the deciding factor.  In addition, in order for the Independent Healthcare 

Advisor to earn commission, he/she must demonstrate value to existing and prospective clients to 

the extent that making use of their services is more valuable than going directly to a medical 

scheme. Consumer harm is reduced by standardising and community rating commission.  

 

f. If the consumer will be afforded a discount if making use of tied agents or going directly to a medical 

scheme, such a policy will lead to exclusionary practices.  Based on price, the commission-based 

services of Independent Healthcare Advisor will be excluded2. A particularly difficult area is 

exclusionary pricing. Competition policy seeks to protect competition and thereby, inter alia, to 

deliver lower prices to consumers. However, sometimes lower prices lead to harmful exclusionary 

outcomes where, for example, they deliver a very good deal to (a certain group of) consumers in the 

short term, however, substantially reducing competition in the long term and creating more harm 

than the benefits of reducing price.  A discounted commission model will eventually lead to a fee-

based service model where, contrary to the current system, most members will not be able to afford 

the fee-based services of Independent Healthcare Advisors. 

 

g. A simplistic way of addressing consumer harm is to argue that the existing system is more 

expensive and that a discounted model will lead to consumer benefits due to the cost saving. At 

best, this line of argument will just defer the same question of consumer harm to a later stage. 

Exclusionary practices itself is a harm to consumers3. In a practical sense, more than 90% of 

members make use of the services of an an Independent Healthcare Advisors.  This costs the 

consumer (family) on average R65 per month, however, depending on the plan option, may be as 

little as R11 to a maximum of R90 per month. This gives the consumer access to unlimited advice 

and intermediary services as defined by the FAIS General Code of Conduct4. However, in a fee-

based model of say R750 per hour, the same family will be able to buy less than 6 minutes of an 

Independent Healthcare Advisor’s time with the saving achieved. Alternatively, only one-third of 

members will be able to afford the services of the Independent Healthcare Intermediary. Therefore, 

the loss to the consumer far exceeds the possible gain of a mere monthly saving of R65 on average. 

 

  

                                                           
1 Loyola Consumer Law Review, Volume 20, Issue 2 , The Role of a Consumer Harm Test in Competition Policy, 2008, page 145 
2 Loyola Consumer Law Review, Volume 20, Issue 2 , The Role of a Consumer Harm Test in Competition Policy, 2008, page 146 
3 Loyola Consumer Law Review, Volume 20, Issue 2 , The Role of a Consumer Harm Test in Competition Policy, 2008, page 146 
4 FAIS General Code of Conduct 
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6. The current commission model is preferred by consumers. ASI is concerned about direct or indirect 

increases in non-healthcare expenditure.  In this regard we believe that consumer research indicates 

that employers and employees are not prepared to pay additional fees.  Since the research was 

conducted, the economic climate has worsened emphasising ASI’s objection to cost increases.  ASI 

also strongly believes that the community rated model pertaining to broker remuneration ensures that 

consumers are guaranteed access to advice.  This moral hazard should be avoided at all cost as the 

proposed model will seriously jeopardise the poor’s access to independent advice.  ASI strongly 

cautions that this may be the unintended consequence of the proposals contained in the discussion 

document.  

 

7. The Independent Healthcare Advisory model can be improved, and the industry can further be 

professionalised to the benefit of the consumer. Access to affordable quality healthcare is a basic 

human right. However, the asymmetry of information and the systemic dysfunctionality in the 

healthcare industry necessitates the role of Independent Healthcare Advisors to protect the consumer 

and promote competition. ASI identified specific shortcomings in the current regulatory framework 

and suggests the following possible solutions:  

  

a. Development of model contracts, however, this should not substitute or duplicate market conduct 

oversight of the FSCA 

 

b. Using Undesirable Business Practices Regulation / Legislation to deal with breaches of market 

conduct 

  

c. Establishing an Undesirable Business Practices Hotline 

  

d. Publication of disputes 

  

e. Higher levels of enforcement by using the current regulatory tools 

  

f. Statutory apprenticeships 

  

g. Minimum qualifications 

 

h. Preferably phase out tied agents and using the skill set to create entrepreneurial Independent 

Healthcare Advisory practices 

  

i. Inflation linked increases. 

 

8. Regulation of fees earned by administration companies. Consumers need to be informed of the role 

each party plays as well as the fees earned in the areas of intermediation and administration.  This needs 

to be done in a clear, transparent and understandable manner. The reduction or regulation of the 

excessive fees administrators charge will increase the value received by the consumer and increase 

their access to quality healthcare. Broker fees have been in the spotlight over the years resulting in the 

numbers of Independent Healthcare Advisors significantly shrinking resulting in unintended 

consequences for the financial advisory market. The intention was to have more Independent 

Healthcare Advisors, yet four out of every five intermediaries are tied agents today, placing consumers 

at greater risk of induced over insurance. The exorbitant administration fees of medical schemes need 

to be investigated, which may be up to 400% more than the fees paid to Independent Healthcare 

Advisors. Our recommendation is that administration fees should account for 5% of healthcare 

contributions and be capped at R180 per member per month. 

 

9. Tied agencies to be paid from administration fees. We are of the view that tied agents are compensated 

very favourably by administrators and the marketing companies affiliated to medical schemes and 

therefore do not need to earn the statutory fees prescribed by the Medical Schemes Act. The statutory 

fee was specifically designed for the ongoing service to members, which Independent Healthcare 

Advisors fulfil. Tied agents on the other hand rely on the support of its parent administration company 

to provide these services at no cost to the tied agent. Our recommendation is to have the fees paid of 

tied agencies funded out of administration fees and not from medical scheme contributions, 

specifically where the intermediary is not independent. Tied agent by way of their relationship with the 

administrator cannot be independent and as a result cannot serve the interest of the member. This 
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further motivates why the administrator will be best placed to remunerate them. Our research also 

indicates that the majority namely as much as 84% of intermediaries are tied agents.  This itself 

contributes to further market dominance by already dominating medical schemes and administrators. 
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INTRODUCTION 

 

ASI, as an Independent Healthcare Advisor, guides, advises, educates and protects medical scheme 

members. Without our involvement and input, members could, at best, make ill-advised decisions and, at 

worse, incur penalties and face dire consequences. As Independent Healthcare Advisors we add value to 

the private medical scheme industry and, especially, prospective and existing medical scheme members. 

 

The Health Market Inquiry (or HMI) recognises the undisputed value added by Independent Healthcare 

Advisor. We contribute positively to the medical scheme environment and are trusted professionals. 

Furthermore, we conduct consumer education and actively contribute to the fair treatment of consumers.  

 

Our submission to the HMI is aligned to submissions made by the Joint Intermediary Forum (‘JIF’), Financial 

Intermediaries Association (‘FIA’), Financial Planning Institute of Southern Africa (‘FPI’) and the Financial 

Services Intermediaries Network (‘FSIN’). 

 

REPRESENTATIVENESS AND HISTORY OF ASI  

 

The principals of ASI were previously employed at executive level in large foreign owned international 

financial services organisations, however, they largely remained economically marginalised. Therefore, 

about 10 years ago, they took a firm decision to actively participate in an industry that they have served 

for more than 15 years. 

 

Today, ASI is the largest 100% black owned advisory organisation in South Africa. Currently ASI provides 

financial advice to more than 750,000 families. This represents a market share of 19% of the private 

medical scheme market.  The success of ASI as a black entrepreneurial advisory organisation is 

unmatched. However, this uniquely South African transformation success story suddenly come under 

threat when, on 20 June 2018 the Minister of Health in a media conference stated that brokers will be 

abolished. This statement sent shock waves through the healthcare industry, not to mention the 

emotional turmoil this has caused for our company, including our employees, cannot be overstated. 

 

As black entrepreneurs we have had to overcome financial, competency and trust bias that continues to 

plague our industry today. It is our firm belief that we are able to add tremendous value to the South African 

economy through financial literacy and active participation in our chosen sector. We have had to invest 

time and money and by simply legislating us out of existence goes against the constitutional principles on 

which our democracy was founded. 

 

ROLE OF THE INDEPENDENT HEALTHCARE ADVISER  

 

In most cases, within a consumer’s portfolio of policies, medical scheme cover will be the most expensive 

and complex “insurance” purchase, necessary to protect assets, health, and the well-being of the 

members and his/her family. Suffice to say, that it is critical that the consumer is given the benefit of 

making an informed and appropriate decision. Notwithstanding the obvious interests of the consumer, the 

entire industry is a critical stakeholder, dependent on the fact that the member has purchased sufficient 

and appropriate cover, in the first instance. 

 

Although many initiatives have been instituted at the both the level of Government and medical schemes 

alike, the membership base has grown a paltry amount, indicating that members still consider medical 

scheme membership as an expensive “grudge purchase”. Without the skills of the independent advisor 

industry, in both selling and maintaining the current membership level, there are no indications that 

administrators or medical schemes can single-handedly manage the product marketing and member 

retention, required at this very high level. 
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The reality of the situation, however, is that professional independent advisors in this highly specialized 

field are hard pressed to make ends meet, given the legislation applicable to the payment of commission 

by medical schemes. Moreover, medical schemes advise that many highly effective independent 

healthcare advisors are simply leaving the industry to embark on alternative projects. Independent 

Healthcare Advisors provide many services to consumers that ensure that consumers can make informed 

decisions5. The consumer pays the Independent Healthcare Adviser in the form of commission calculated 

on a community rated principle. The medical scheme merely acts as a conduit for payment of the 

commission where the consumer opted in.  

 

Essentially these services fall within two broad categories, i.e. (1) to advise and (2) to protect the medical 

scheme member. The level and complexity of services will differ from intermediary to intermediary. In the 

ASI environment we follow an integrated employee benefit risk assessment methodology. 

 

It is important to consider that members’ circumstances constantly change in terms of employment, 

family composition, affordability and healthcare needs.  Therefore, the services are not rendered as a 

once-off service, but rather on an ongoing basis. However, the level and intensity of service provided 

differs from person to person. A healthy family on the correct plan option with no or minimal healthcare 

needs may engage with us less than another family, for example going through a divorce with more 

demanding healthcare needs.  On the one hand we may spend one hour a year consulting to the first family, 

whereas with the second family, we may spend upwards of 50 man-hours, especially if a case needs to be 

referred to a disputes committee. 

 

 
Figure 1: Service of Independent Healthcare Advisors 

 

UNDISPUTED VALUE OF THE INDEPENDENT HEALTHCARE ADVISOR 

 

The Independent Healthcare Advisor undisputedly adds value to the private healthcare environment. The 

following statement contained in the HMI report is supported and explained in a section of this document: 

“We believe that brokers play an important role in advising members6” 

 

  

                                                           
5 HMI preliminary report 5 July 2018, p461, par 54 
6 HMI report, Chapter 10 
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THE NEED FOR AN INDEPENDENT HEALTHCARE ADVISOR  

 

Consumer based research supports the notion that the professional Independent Healthcare Advisor 

contributes positively to the private medical scheme environment. In this research it was indicated that: 

 

• Consumers are easily exploited. Independent Healthcare Advisors assist in protecting their clients 

against exploitation. This is significant as the research was conducted on members of medical schemes 

who are in a far more advantageous position than the target market proposed for low-income medical 

schemes. Consumer education by Independent Healthcare Advisors is a necessity and not a luxury. 

• Consumers of private medical schemes and their employers are unwilling to pay the Independent 

Healthcare Advisor. This is significant as the research was conducted on members of medical schemes 

who are earning substantially more than prospective members of the proposed low-income medical 

schemes are earning. 

• Members of medical schemes accept brokers as an acceptable distribution channel. Members of 

medical schemes require the services of Independent Healthcare Advisors as defined in the Medical 

Schemes Act. The quality of the services offered by Independent Healthcare Advisors is more 

acceptable than those of administrators of medical schemes. 

 

Consumers reaction relevant to payment for brokers services were as follows: 

 

• “Financial constraints facing many beneficiaries are evident”7 

• “Only 53% of beneficiaries stated that they were able to pay their accounts and subscriptions every 

month”8 

• “ …if costs relative to incomes were to rise significantly, there would be an erosion of membership”9 

• 79 % of members believe that broker remuneration should be paid by the medical scheme and only 6% 

believe the member should pay the Independent Healthcare Advisor’s remuneration.10 

• 60 % of employers believe that the Independent Healthcare Advisor’s remuneration should be paid by 

the medical scheme and only 2% believe the member should pay broker remuneration and only 3% 

believe the employer should pay the Independent Healthcare Advisor’s remuneration.11 

 

It was indicated in this survey that brokers are far more effective than medical schemes. In the TWIG 

survey consumers were asked to rate the service performance of Independent Healthcare Advisor vs that 

of medical schemes.12 

 
Figure 2: Service levels of Independent Healthcare Advisors versus Medical Schemes 

 

                                                           
7 Stakeholder analysis report p8 

8 Stakeholder analysis report p9 

9 Stakeholder analysis report p121 

10 TWIG 2004, commissioned by fpi 

11 TWIG 2004, commissioned by fpi 

12 TWIG 2004, commissioned by fpi 
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THE INDEPENDENT HEALTHCARE ADVISOR, SOCIAL SOLIDARITY AND REGULATION AS A “FREE 

SERVICE” 

 

The state President of South Africa said the following13: “I must be blunt and say that in healthcare we are 

looking for collaboration that goes beyond the profit motive”. Talking about the public private 

partnerships he also said that he believes that these partnerships fall into the realm of social responsibility, 

rather that routine business. Consumer protection is a legal right and not an individual choice. In protecting 

the consumer, decisions need to be made according to the legal right of consumers and the social 

responsibility all stakeholders should apply. 

 

Bamber identified the principal that there will always be a need for a commission build into a financial 

product. This will ensure company protection. The following quote of Bamber, clearly illustrates this 

point14. 

 

“If there would be a rational consumer demand for regulatory services, the consumer should be willing to 

pay for them, and if so, it would be economic to supply it. Regulatory agencies can be viewed as supplying 

regulatory, monitoring and supervisory services to various stakeholders such as financial institutions, 

consumers, government, etc. Unlike most other goods and services, regulatory services are not supplied 

through a market process, but are largely imposed by the regulator. This leads to problems because 

valuable information is lost about what type and extent of regulation consumers demand, and about how 

much consumers are prepared to pay for regulation. Consumers are not homogeneous, and yet their 

different demands cannot be signalled through a market process. Above all, regulation is largely perceived 

as being a free good as, in the absence of a market for regulation, no market price is generated. 

 

Despite the costs of regulation, it does afford protection and other benefits to the consumer. However, 

there is a major limitation in that the consumer may have an illusion that regulation is costless or a free 

good, in which case the demand is distorted. If the perception that regulation is costless is combined with 

risk-averse regulators, there is a danger that regulation could become over-demanded by consumers and 

over-supplied by regulators.” 

 

“Financial service users express a real need for the financial services industry, it is also expected of 

intermediaries to be knowledgeable and share that knowledge, and that is, they are seen as a source of 

information.”15 

 

INDEPENDENT HEALTHCARE ADVISOR IS A TRUSTED PROFESSIONAL 

 

“A relatively high number of financial service users indicate that they regard the financial services industry 

as well as intermediaries as trustworthy. “16 Independent Healthcare Advisors, agents, bank officials and 

financial service product providers are an acceptable channel to all population for the purchase of financial 

products groups as indicated below. Unions, social groupings and retail operators are not acceptable 

channels to purchase financial products.17 

                                                           
13 State Presidents Address to the Health Summit, 2002 
14 Bamber, Falkena, Llewellyn, Store, Financial Regulation in South Africa 2001 

15 Project Fair commissioned by the FSB 

16 Project Fair commissioned by the FSB 

17 Project Fair commissioned by the FSB 
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Table 1: Channels used for Financial transactions 

 

The most frequent way of establishing initial contact with an intermediately is by word of mouth, or by an 

intermediary due to a reference. It is also relatively common to contact an intermediary through a 

company.18 Face to face communication is expensive, however, due to education and personalised needs, 

remains he most general method of contact.19Consumers have frequent contact with their intermediary, 

which is clearly depicted in the table below.20 

 

 
 

Table 2: Frequency of interaction with intermediary 

 

The figures above actually improved from the time Project Fair was commissioned by the then Financial 

Services Board (‘FSB’) to when the HMI commissioned their research. This is depicted in the figure 

overleaf. 

 

  

                                                           
18 Project Fair commissioned by the FSB 
19 Project Fair commissioned by the FSB 

20 Project Fair commissioned by the FSB 
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The figure below depicts a marginally improved level of interaction with the Independent Healthcare 

Advisor.  

 
Figure 2: Interaction with the broker 

 
The moral hazard relating to client contact created by the cap on commission also drives two types of 

intermediary models as explained below: 

 

Reactive model: 

Where commission is derived from individuals and the quantum ranges from R11 – R90, with an average 

commission of R65.00 per family per month, it is logical that the intermediary would only be able to afford 

to render a reactive service.  This would mean that the intermediary may employ a call centre, which clients 

can call or office staff that can react to member queries and/or requests for advice.  The able below show 

the cost of specific services and it supports the reality that in the individual market services would be 

reactive.  This explains why some members may have a low interaction rate with their intermediary.  Some 

of these intermediaries also use technological platforms such as you tube videos, WhatsApp and websites 

to make information available to consumers. This will also reduce the need for personal contact. 

 

Medical scheme members can also approach the Council for Medical scheme (‘CMS’) for assistance should 

they have complaints.  The CMS complaints service is also reactive. Annually less than 0,05% of 

beneficiaries contact the CMS with complaints. Therefore, the frequent communication at 28% and 

infrequent at 56% substantially exceeds the complaints received by the CMS. 

 

From the costs above, it is logical that an Independent Healthcare Advisor that operates in the individual 

market will accept the economic reality that some members will not require service and that when they do, 

that they will reach out to the Independent Healthcare Advisor. This is common in all financial services and 

is not restricted to medical schemes only. 

 

  

56%

16%

28%

Interaction is rare No communication Frequent communication
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Proactive Model: 

Intermediaries operating in the employer group market deliver their services to members in terms of 

(please note this is not an exhaustive list): 

 

• Healthcare committees consisting of employer and employee representatives 

• Helpdesk sessions where they will visit employers and be available to employees. Although the service 

is available to all employees making use of the service, meeting with the intermediary is voluntary and 

only members with specific needs will make use of the service on a day. 

• Meeting with Human Resource officers, payroll staff and other executives of the company. These 

meetings will provide an opportunity for feedback on service delivery and discussing matters affecting 

members and the employer. Members benefit from these strategic and operational interventions, 

however, may not explicitly be aware of these services.  At best, these members will view it as a free 

service as identified by Bamber and Falkena21. 

• Member education sessions, newsletters and induction sessions. Member education sessions and 

newsletters may be branded for the employer.  This may distort the figures to some extent. 

• Explanation sessions regarding year end changes. 

• Call centres or office staff dealing with queries. 

• Websites and electronic media. 

  

Despite the two models above, consumer satisfaction and knowledge remain high. It is also important to 

note that 92% of the consumers were happy with the information provided to them by their broker and 

66% of consumers indicated that their broker provides them with two to five options22. 

 

The Independent Healthcare Advisor also acts in an appropriate manner and is not a driver of complaints 

to the Registrar of Medical Schemes (‘RoMS’) and/or the FAIS Ombud. The tables below indicate the 

complaints regarding Independent Healthcare Advisors. 

 

Year Number of complaints to the RoMS Complaints regarding Independent 

Healthcare Advisors 

2016 4,823 323 

2015 5,089 624 

2014 5,223 525 

2013 5,008 826 

2012 5,915 327 

Table 3: Complaints to the RoMS 

 

The number of complaints lodged with the RoMS is negligible compared to other complaints28. 

 

  

                                                           
21 Bamber, Falkena, Llewellyn, Store, Financial Regulation in South Africa 2001 
22 Competition Commission, Health market Inquiry, Healthcare consumer survey 
232016 Annual report of the RoMS, 2 complaints referred 
24 2015 Annual report of the RoMS, 5 complaints adjudicated in favour of broker and 1 complaint invalid 

25 2014 Annual report of the RoMS, no detail of adjudication 

26 2013 Annual report of the RoMS, no detail of adjudication 
27 2012 Annual report of the RoMS, no detail of adjudication 
28 Annual reports of the RoMS 
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Type of complaint Number of complaints 

Forex 12 

Investments 222 

Long-term insurance 18 

Healthcare 1 

Property syndication 33 

Retirement advice 5 

Short-term insurance 154 

Non-FAIS 1 

Table 4: Complaints to the FAIS Ombud 

 

The number of complaints lodged with the FAIS Ombud29 is negligible compared to other complaints. It is 

abundantly clear that Independent Healthcare Advisor does not pose any market conduct risk observed 

by the two regulators. After 10 years in operation, ASI to date has not had a single complaint lodged against 

it. 

 

THE CHALLENGES OF DUAL REGULATION 

 

In broad terms, both market conduct and consumer protection are the elements of financial regulation and 

supervision focusing on financial institutions’ behaviour, including non-distortive and non-abusive 

business practices and information disclosure in providing services to the retail consumers30. Prudential 

management of financial services looks at the safety and soundness of institutions with a focus on risk, 

capital and liquidity, while 'conduct' focuses on how consumers are impacted by the actions of financial 

institutions31. The effectiveness of the consumer protection regime is also supported by the well 

operating Financial System Mediator (a financial ombudsman) that addresses consumer complaints and 

contributes to the comprehensive financial consumer protection framework. 

 

The Financial Services Conduct Authority (‘FSCA’) regulates conduct – i.e. behaviour, of which mis-selling 

of financial products would be a typical example.  The Prudential Regulation is concerned only with safety 

and financial soundness. 

 

The Twin Peaks approach to financial regulation in South Africa, is designed to underpin a comprehensive 

regulatory system with two main aims32: 

 

• To strengthen the financial safety and soundness of financial institutions by creating a dedicated 

Prudential Authority (‘PA’)  

• To better protect financial customers and ensure that they are treated fairly by financial institutions by 

creating a dedicated market conduct authority i.e. through the FSCA. 

 

Healthcare Intermediaries are regulated by the FSCA as well as the CMS. The FSCA is tasked with only 

focussing on market conduct regulation. As such they specialise in market conduct practices with the 

dedicated focus in better protecting financial customers and to ensure that they are treated fairly. On the 

other hand, the CMS attempts to regulate private medical schemes and intermediaries by conducting a 

prudential and market conduct function. In a resourced constrained environment, it is very difficult to be 

efficient in your regulatory oversight if you must focus on prudential as well as market conduct oversight. 

The FSCA with more resources than the CMS is not able to do this as efficiently and effectively as required 

to maximise consumer protection. Whilst the intention of the CMS is good, they are resource and 

competency restrained. 

                                                           
29 FAIS OMBUD website 
30 The World Bank’s Good Practices for Financial Consumer Protection use the terms “consumer protection,” “business conduct,” and “market conduct” supervision 

interchangeably. 

31 Andrew Bailey, deputy governor and chief executive of the Prudential Regulatory Authority, May 2013,  
https://www.professionaladviser.com/ifaonline/news/2265707/pra-fsa-botched-conduct-and-prudential-regulation-mix 
 

32 TWIN PEAKS IN SOUTH AFRICA: RESPONSE AND EXPLANATORY DOCUMENT   

https://www.professionaladviser.com/ifaonline/news/2265707/pra-fsa-botched-conduct-and-prudential-regulation-mix
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We have explained earlier that AHABA provided the following financial planning example to the Portfolio 

Committee on Finance33: 

 

A CASE STUDY THAT ILLUSTRATES THAT HEALTH CARE ADVICE FORMS PART OF FINANCIAL ADVICE 

 

In 2001, Mr J, a healthy 30 year old, was recently married with a new-born baby asks Mr P, an accredited 

healthcare intermediary and Certified Financial Planner (‘CFP’) to draw up a comprehensive financial plan. 

Mr J’s previous financial needs in order of importance were: 

 

• Short-term insurance 

• Short-term savings 

• Investment plan 

• Medical scheme 

• Life cover 

• Disability 

• Retirement. 

 

After a comprehensive needs analysis as well as taking current provisions into account, it was discovered 

that his priorities should change as follows: 

 

• Significantly increase disability cover 

• Improve retirement provision (to maximise tax benefits) 

• Increase life cover marginally 

• Reduce short-term insurance 

• Reduce short-term savings (due to the available tax deduction being exceeded) 

• Keeping his investment portfolio constant, however, opt for more aggressive investment strategy  

• Reduce medical scheme to a less comprehensive medical scheme and/or plan option.  

 

These proposed amendments to Mr J’s portfolio were clearly explained with full disclosure of the impact it 

will have on his and his family’s risks. 

 

A few months later Mr J was hospitalised due to an accident and suffered complications. His expenses 

were R50,000 more than his medical scheme limit. He was understandably upset and wanted to seek 

recourse for the perceived “bad advice” he received at the time. 

 

Should Mr J complain to the CMS, the outcome may be that the advice was inappropriate (only 

investigating singular product advice). Alternatively, should Mr J complain to the FSCA, it may be decided 

that the advice was appropriate (by way of a comprehensive financial need analysis). 

 

The only regulator able to analyse a comprehensive needs analysis, and consequently the financial advice, 

would be the FSCA. The public and all industry related associations accepted this principle.” 

 

During the HMI oral evidence and public hearing process, the CMS expressed a concern that Independent 

Healthcare Intermediaries may encourage members to buy down to sell gap cover products. It is also 

important to note that the HMI could not find evidence of this practice.  The buy down trend is primarily 

due to affordability constraints that members may experience and no proof exists that it is broker induced 

in any way. Furthermore, when a consumer buys down, they also forego other benefits. One example is 

that the amount allocated to medical savings accounts may be substantially less. The formularies and 

protocols for lower plan options are usually also more restrictive than more comprehensive plan options, 

which is also not covered by gap cover products. What is also important to note is that the concern 

expressed by the CMS does not consider any of the other financial planning needs the consumer may have 

to meet with limited disposable income.  

 

  

                                                           
33 Hansard 2 October 2001 
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As a regulator concerned with the wellbeing of medical schemes, the CMS acted as predicted in 2001 in 

that the buy down must be wrong, and the advice must be questionable. The comment from the CMS may 

be symptomatic of the fact that the CMS is tasked with only understanding and regulating medical 

schemes, whereas Independent Healthcare Advisors look after the full financial portfolio of the member.  

This regulatory misunderstanding is perhaps the primary reason why the conduct of Independent 

Healthcare Advisors should be regulated by the FSCA who better understands the relationship between a 

range of financial products and the responsibility to provide appropriate advice. This level of 

understanding falls outside the scope of the CMS and their incorrect interpretation is to be expected. 

 

In about 2003/2004, the CMS dispensed with their code of conduct for intermediaries stating they would 

be using the code of conduct for intermediaries governed by FAIS. However, in 2018 the CMS published a 

model contract between Independent Healthcare Advisors and medical schemes.  The danger is the 

arbitrage between the two regulatory bodies. The CMS34 focussed more on the form of record keeping35 

whereas the FSCA36 focussed on the form as well as the substance. Paragraph 8 of the FAIS General Code 

of Conduct specifically address the content of the types of advice that should be recorded.  Complying 

with the CMS requirements may mean that an intermediary complies with keeping inappropriate records 

and records of poor advice, whereas the FSCA requires a qualitative approach to recordkeeping. The FAIS 

Act and the FAIS General Code of Conduct are in direct conflict with each other on the following two key 

areas.  

 

Firstly, FAIS Act do not require best advice. In fact, the General Code of Conduct only require suitable 

advice and read with paragraph 2 it would mean advice that is in the interest of the member and no other 

person. Therefore, best advice cannot be defined and is open to interpretation. It is for this reason that the 

General Code of Conduct in paragraph 8 rather proposes an internationally recognised six-step process37.  

 

Secondly, the CMS requires the intermediary to act in the best interest of the member and the medical 

scheme. The FAIS General Code of Conduct and specifically paragraph 2 is in direct conflict with the CMS 

requirement.  The interest of the member and the interest of the medical scheme is mutually exclusive. 

The intermediary can only serve the interest of the member of a medical scheme and no one else.  The 

FAIS Act also places this obligation on the intermediary. The disclosure requirements contained in the FAIS 

General Code of Conduct is far more comprehensive and protects the healthcare consumer far more than 

what is required by the CMS. 

 

DEBUNKING COMMON MYTHS REGARDING THE INDEPENDENT HEALTHCARE INTERMEDIARY  

 

The argument that since a broker is paid by a medical scheme, the Independent Healthcare Advisor is 

controlled by the medical scheme is based on a generalisation and a misunderstanding of the real facts. 

Furthermore, the conclusion that to rectify the system, members must be allowed to opt in and out of 

using an Independent Healthcare Advisor. When members opt out, they will then receive a contribution 

discount. This conclusion ignores the community rating principles agreed to when broker commission was 

changed from an uncapped to a capped amount. These are the facts: 

 

• Commission supports the community rating principle enshrined into the Medical Schemes Act. 

• Commission in the current form is manageable, predictable and transparent. Fees will be unmanaged 

and not predictable. 

• Members can join a medical scheme without appointing a broker.  

• Medical schemes are not allowed to allocate “orphaned policies” (i.e. members that don’t want to use a 

broker) to brokers.  This is known as an opt-out system. 

• Commission can only be paid if a member or employer appoints a broker. This is known as an opt-in 

system. 

• Medical schemes must immediately cease paying commission if a broker appointment is terminated. 

This is known as an opt-out system. 

                                                           
34 Model Intermediary agreement published by the CMS, par 7,3 

 

35 Model Intermediary agreement published by the CMS, Annexure A, par 1,12 

 

36 36 FAIS General Code of Conduct, par 3,8 & 9 
37 FPI 6-step process 
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• Only 2% of employers believe Independent Healthcare Advisors must be paid by members and only 3% 

of employers believe that Independent Healthcare Advisors should be paid by the employer. This 

supports the retention of the current commission model. 

• Only 6% of members feel they should pay the Independent Healthcare Advisors. This once again 

supports the retention of the current commission model. 

• Fee-based services will be unaffordable to most members and as a result will create an advice gap 

where only the wealthy will be able to afford advice. 

• A fee-based environment will not only create an advice gap, however, if members cannot afford the 

services of a broker and claims were incorrectly paid, the medical scheme will benefit from the lack of 

oversight by Independent Healthcare Advisors. 

• Medical schemes are adamant that in cases where a broker is not appointed that their inbound call rates 

increase, which adds an additional costs to the medical scheme. 

• The current commission model does not distinguish between the signing on and the ongoing service 

to a member, which is common practice globally. In addition, the current commission model prevents 

unnecessary churn, which would be detrimental to the private medical scheme industry. 

• Medical schemes merely act as a conduit for paying the commission. 

• Independent Healthcare Advisors must act in compliance with the FAIS Act. Failure to do so will make 

them liable to a restorative justice award by the FAIS Ombud of up to R800,000.  Independent 

Healthcare Advisors only serve the interest of the member. 

• The existence of the contract does not automatically imply control to one party over another. The 

terms of the contract are important. None of the contracts with Independent Healthcare Advisors’ 

imply this control. The following are important to note: 

 

o The contracts prohibit the Independent Healthcare Advisors to bind the medical scheme.  

o The Independent Healthcare Advisor or his FSP is liable in terms of the FAIS Act and the medical 

scheme does not assume any liability for the advice by the Independent Healthcare Advisors. 

o Guidelines provided by the RoMS clearly state that the broker is the agent of the member. 

 

• Evidence was provided by FIA of where Independent Healthcare Advisors protected the rights of their 

members. In the table overleaf, we provide some examples of where ASI has added value to their client 

base, whereby the following is evident: 

 

o Despite the quantum of commission received by Independent Healthcare Advisors, they 

consistently act in the best interest of their members. 

o The value received by members far exceeds the commission paid by them to the Independent 

Healthcare Advisors. 

 

The table overleaf indicates some of the value rendered by Independent Healthcare Advisors38 expressed 

as commission months or years.  In addition, the cost of the fee-based service at R1,10039 per hour40 as 

well as the estimated legal fees are depicted in the table below. It is important to note that the current 

commission-based model adds substantial more value than any fee-based model. 

 

  

                                                           
38 HMI transcript, 3 March 2016, p267 

39 This rate is aligned to the bottom quartile of the Hourly Fee Rates For Consultants as published by DPSA 
40 This rate was calculated using the principle that there are approximately 8 000 brokers earning approximately R1,5bn per annum and want to retain their level of income 
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Value rendered Value in 

commission 

months/years 

Hours spend to 

resolve query 

Cost of fee based 

service at R 1 100 

per hour plus VAT 

Estimated legal fees 

using magistrates 

court scales 

Payment of a cochlear 

implant: R155,000 

215 years 21 hours 20 

minutes 

R26,638 

(Member earns 

R8,000 pm with 

R250 disposable 

income) 

R83,000 

Payment of an 

oncology claim short 

paid to the value of 

R34,392.  

48 years 7 hours 45 minutes R14,230 R61,000 

Payment of a hospital 

claim that was short 

paid to the value of 

R19,520  

 

27 years 12 hours R15,048 R53,000 

Table 5: Real value added by ASI 

 

The value of the Independent Healthcare Advisor as demonstrated above, is rendered despite the income 

level or affordability of the member. However, in a fee-based model (or direct legal assistance), these 

services would have been unaffordable to most members, which meant that the medical scheme would 

have been unduly enriched. 

 

The argument that Independent Healthcare Advisors earn additional commission from the medical 

scheme if ancillary products are sold is factually incorrect. These are the facts: 

 

• No person (medical scheme or administrator) is allowed to pay an Independent Healthcare Advisor 

more than the legislated amounts. Any such payments that exceed the prescribed legislative amount 

will be a contravention of the Medical Schemes Act and punitive sanctions may be imposed as 

determined from time to time by the Minister of Health.   

• Previous contraventions in this regard have been investigated by the CMS and the RoMS acted 

decisively. The regulatory must prevent this from happening and where it is discovered action should 

be decisive against the perpetrators. 

• Any product, other than medical schemes, require additional work and remuneration is legislated in 

terms of the short-term and long-term or other relevant legislation. These commissions are paid by 

separate legal entities for work done. 

 

The argument that Independent Healthcare Advisors earn excessive commissioning in excess of R2,2bn 

from the medical schemes is factually incorrect. These are the facts: 

 

• The figure of R 2,2bn is a figure that consist of commission, marketing fees and distribution costs. 

• The increases in non-healthcare expenditure, since 2002 indicates the following: 

 

o Commission increased with 80% over 14 years. If commission increased with CPI the maximum cap 

would have been R134 per month, far higher than the current commission cap of R90 per month. 

This represents a deficit of 33% in the maximum cap earned by Independent Healthcare Advisors. 

o Administration costs increased with 450% over the same 14-year period, 

o Principal officer remuneration and trustee fees increased by more than 400% over the same 14-

year period. 

o CMS fee per member increased with 350% over the same 14-year period.  
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To understand the growth in non-healthcare costs, it is important that when looking at non-healthcare 

expenditure that all non-healthcare expenditure is normalised to a specific year and then illustrating the 

relative growth for each of the non-healthcare expenditure, as shown in the figure below, which uses 2002 

as the base year. From the figure below, non-healthcare expenditure has far outgrown inflation whilst 

broker commission lags behind inflation. Therefore, it is clear that broker commission is not the primary 

cost driver of non-healthcare expenditure. 

 

 

 
 

Figure 3: Growth in broker income 

 

The table below also shows that the maximum amount an Independent Healthcare Advisor can earn was 

not increased every single year and as a result it did not keep pace with inflation41. 

 

Year Capped amount Inflation Amount if cap was 

increased with 

inflation 

% difference 

2000 R50.00 6.99% R53,50 6.54% 

2001 R50.00 4.59% R55,96 10.65% 

2002 R50.00 13.51% R63,52 21.29% 

2003 R50.00 -1.63% R62,48 19.97% 

2004 R50.00 2.20% R63,85 21.69% 

2005 R55,18 2.02% R65,14 15.29% 

2006 R55,18 4.32% R67,95 18.97% 

2007 R60,70 7.57% R73,09 16.95% 

2008 R60,70 9.35% R79,92 24.05% 

2009 R60,70 6.04% R84,75 28.38% 

2010 R65,65 3.37% R87,60 25.06% 

2011 R65,65 6.41% R93,22 29.58% 

2012 R69.00 5.71% R98,54 29.98% 

2013 R69.00 5.30% R103,76 33.50% 

2014 R71,07 5.32% R109,28 34.97% 

2015 R75.00 5.18% R114,94 34.75% 

                                                           
41 Lizz Still, Healthcare in South Africa: 2018/19 
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2016 R80.00 7.07% R123,07 35.00% 

2017 R85.00 4.50% R128,61 33.91% 

2018 R90.00 4.08% R133,86 32.77% 

Table 6: Growth of the maximum commission cap vs inflation 

 

From the facts provided above, the only reasonable conclusion that can be made is that medical scheme 

commission payable to the Independent Healthcare Advisor is not excessive. 

 

The argument that the commission paid to Independent Healthcare Advisors could be saved, which may 

lead to additional health benefits for members if they don’t use an Independent Healthcare Advisor is 

factually incorrect. These are the facts: 

 

• Medical schemes are not allowed to provide different benefits for different members on any basis other 

than family composition, income or both.  Deviating from this principle will be in direct conflict with one 

of the most important tenets of the Medical Schemes Act, namely community rating. 

• Where members don’t make use of the services of a broker, the administration cost increases.  

Therefore, administration cost will increase but the quantum or reason for the increase will fall outside 

of regulatory control. 

• A fee-based environment creates an anti-competitive landscape only benefiting larger stakeholders. 

 

The discounted rate table proposed in the Medical Scheme Amendment Bill is problematic and cannot be 

supported and should not proceed. The current system where Independent Healthcare Advisors are used 

creates no dualistic or competing or countervailing power. Therefore, an Independent Healthcare Advisor 

must convince existing clients or prospective clients that its services are superior to that of other 

Independent Healthcare Advisors.  Price won’t play a role because commission is standardised, only value 

demonstrated will be a deciding factor.   

 

Consumer harm is reduced by standardising and community rating commission. If the consumer will be 

afforded a discount if making use of tied agents or going directly to a medical scheme, such a policy will 

lead to exclusionary practices.  Based on price the commission-based services of Independent Healthcare 

Intermediary will become an exclusionary practice42. A particularly difficult area is exclusionary pricing. 

Competition policy seeks to protect competition and thereby, inter alia, to deliver lower prices to 

consumers. However, sometimes lower prices lead to harmful exclusionary outcomes where, for example, 

they deliver a very good deal to (a certain group of) consumers in the short term but substantially reducing 

competition in the long term and creating more harm than the benefits of reducing price.  A discounted 

commission model will eventually lead to a fee-based service model where, contrary to the current 

system, most members will not be able to afford fee-based services. A simplistic way of addressing 

consumer harm is to argue that the existing system is more expensive and that a discounted model will 

lead to consumer benefits due to the cost saving. At best this line of argument will just defer the same 

question of consumer harm to a later stage. Exclusionary practices itself is a harm to consumers43. In 

practical sense more than 90% of members make use of the services of an Independent Financial Advisor.  

This is for the consumer (family) on average R 65 per month but can be as little as R 11 and maximum R90 

per month. This gives the consumer access to unlimited advice and intermediary services as defined by 

the FAIS General Code of Conduct44. However, in a fee-based model of say R750 per hour a family will be 

able to buy less than 5 minutes of an Independent Healthcare Advisors time per month with the saving 

achieved. Alternatively, only one-third of members will be able to afford the services of the Independent 

Healthcare Intermediary. The loss to the consumer far exceeds the possible gain of a mere, on average 

R60 pm saving.  To infer exclusionary behaviour from harm to consumers is not the answer for the 

following two reasons45: 

 

• Firstly, this simply assumes away the problem. If the issue is whether consumers will be harmed in the 

future from a low price or discount set today, we cannot observe harm to consumers and so the "test" 

has no power.  

                                                           
42 Loyola Consumer Law Review, Volume 20, Issue 2 , The Role of a Consumer Harm Test in Competition Policy, 2008, page 146 
43 Loyola Consumer Law Review, Volume 20, Issue 2 , The Role of a Consumer Harm Test in Competition Policy, 2008, page 146 
44 FAIS General Code of Conduct 
45 Loyola Consumer Law Review, Volume 20, Issue 2 , The Role of a Consumer Harm Test in Competition Policy, 2008, page 146 
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• Secondly, harm to consumers need not be caused by exclusionary competition. 

 

 Therefore, the proposed discounted contribution tables, introduces exclusionary and anti-competitive 

practices. This proposal of discounted contribution tables is entirely arbitrary and contravenes the 

provisions of section 9 of the Constitution46 of the Republic of South Africa, 1996 ("the Constitution") 

which provides for the right to equality. In this regard, according to the Constitutional Court in Prinsloo v 

Van der Linde 1997 (3) SA 1012, at paragraph 25 – 

 

"The constitutional state is expected to act in a rational manner. It should not regulate in an arbitrary 

manner or manifest naked preferences that serve no legitimate governmental purpose, for that would be 

inconsistent with the rule of law and the fundamental premises of the constitutional state. The purpose of 

this aspect of equality is, therefore, to ensure that the state is bound to function in a rational manner. This 

has been said to promote the need for governmental action to relate to a defensible vision of the public 

good, as well as to enhance the coherence and integrity of legislation 

 

SHORTCOMINGS OF THE CURRENT REGULATORY ENVIRONMENT 

 

ASI identified specific shortcomings in the current regulatory framework and suggests the following 

possible solutions: 

 

• Inflation linked increases: The current model does not impose a guaranteed increase in the maximum 

cap of commission payable. Although this may be socially desirable at an initial glance it is in fact not. 

The only way that Independent Healthcare Advisors can mitigate the loss of inflation linked increases 

in remuneration is to reduce the service levels. This is not desirable and should change to ensure a 

compulsory inflationary increase in the maximum cap of commission payable. We also propose that the 

backlog (Cap that did not keep track with inflation) be reduced to be aligned to inflation over a four-year 

period. 

 

• Model contracts: Any possible concerns relating to Independent Healthcare Advisor contracts can be 

addressed in drafting of model contracts. The Registrar of Medical Schemes recently published model 

contracts between medical schemes and Independent Healthcare Advisors. The participation of 

stakeholders was disappointing primarily because the contract is seen as a regulatory compliance step. 

More attention can be given by stakeholders in this regard.   

 

• Undesirable business practices: The RoMS have the power to publish undesirable business practices. 

This may prove to be challenging as some of the decisions of the RoMS have been successfully 

appealed in our courts. This should not discourage the RoMS to publish undesirable business practices, 

providing it meets the legal muster required by our legal system. 

 

• Undesirable Business Practice Hot Line: ASI proposes that an Undesirable Business Practice Hot Line 

(‘UBPHL’) be established. It is proposed that this hot line should function in a similar manner to a fraud 

line. This line could be co-funded by the CMS and the industry. Consumers, medical schemes, 

Independent Healthcare Advisors, administrators, medical service providers and any other interested 

parties can lodge complaints with this UBPHL. This UBPHL will serve as an early warning or early 

detection of possible undesirable business practices, illegal activities and contraventions of the 

Medical Schemes Act and the FAIS Act. The CMS will be able to use this data from the UBPHL to regulate 

at source. 

 

• Publication of disputes: The decisions relating to the resolution of complaints raised with the CMS are 

published on the CMS website. However, disputes raised with medical schemes remain secret. 

Therefore, consumers are less aware of their rights. Furthermore, consumers are not aware of the work 

Independent Healthcare Advisors do in securing successful outcomes on behalf of their clients. This 

will also strengthen the fact that the Independent Healthcare Advisor is not beholden to the medical 

scheme but stand in service of his clients alone. Therefore, ASI recommends that medical schemes be 

compelled to publish the outcome of dispute hearings on every medical scheme’s web site. The format 

should be like that of the CMS. 

 

                                                           
46 Constitutional Court in Prinsloo v Van der Linde 1997 (3) SA 1012, at paragraph 25  
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• Proper enforcement: ASI believe the enforcement office of the CMS should be increased to allow for 

improved and visible enforcement. This will ensure that not only contraveners are brought to book, but 

that all stakeholders will respect the letter and spirit of the Medical Schemes Act. Consumers will be the 

beneficiary of a trusted enforcement capacity by the regulator47. 

 

• Statutory apprenticeship: The Medical Schemes Act does not have any provision relating to a minimum 

level of competence. Applicants with more than two years’ experience are registered as healthcare 

advisers and those with less experience are registered as apprentice brokers. There is, however, no 

formal apprenticeship or supervision. It is recommended that all new applicants be subjected to an 

apprenticeship of two years. It is further suggested that the apprentice complete a portfolio of 

evidence that must be signed off by a supervising independent healthcare intermediary. Further, it is 

suggested that the apprentice broker be subjected to a “board exam” before such an apprentice is 

converted into a full broker. Finally, it is suggested that an apprentice be prohibited from providing 

advice without supervision by the overseeing broker. 

 

• Phase out tied agents:  Medical Scheme Administrators set up tied agency units. The purpose of the 

Administrator is to administer the medical scheme and for that they receive a fee per member. 

Therefore, if members grow the administrator increases its commercial gain. However, this growth and 

commercial gain can be in conflict with the interest of the medical scheme as the administrator would 

chase any risk whilst the medical scheme would seek quality risk members. Larger administrators also 

is in an unfair position to set up larger tied agency forces further expanding the oligopoly in the market. 

This practice should be phased out over a 3-5 year period converting the skills into entrepreneurial 

Independent Healthcare Practices.  

 

• Minimum qualifications: The only requirement to become a medical scheme broker is that the applicant 

must have a matric qualification. The FAIS Act requires specific qualifications but there is no 

prescription for a specific industry qualification. ASI believe a healthcare specific qualification at an NQF 

level 5 must be made compulsory for all new entrants and that existing brokers must be given 3 years 

to obtain such a qualification. 

 

CONCLUSION 

 

We have provided evidence that: 

 

• Dual regulation is not conducive to maximum client protection. It is our considered opinion that only 

the FSCA should regulate market conduct. The intermediary categorisation and remuneration should 

be aligned to the FSCA and National Treasury’s processes. 

• The Independent Healthcare Advisor adds value to the industry and consumers.  

• The current opt-in and opt-out system offer maximum consumer protection.  

• Discounted contribution tables will harm consumers.  

• The current commission model is preferred by consumers.  

 

We have also made suggestions on how the Independent Healthcare Advisory model can be improved, and 

how the industry can further be professionalised to the benefit of the consumer.  

 

ASI is committed to a free and fair competitive landscape and would, if required to do so, also engage with 

the HMI to discuss and clarify our submission if required to do so. 

                                                           
47 HMI transcript 3 March 2016, p223 


