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1. Introduction 
1. This submission provides comments from Discovery Health (“DH”) on the Provisional Report of 

Findings (“Provisional Report”) of the Health Market Inquiry (“HMI”) published on 5 July 2018.  It 

should be considered in conjunction with DH’s prior submissions DH, some of which were submitted 

jointly with the Discovery Health Medical Scheme (“DHMS”).  

 

2. We recognise that the scope of the HMI investigation has been broad and the underlying analysis 

extensive. This submission focuses only on selected findings where we believe that additional 

commentary is necessary.    

 

3. Annexure 1 provides additional evidence of anti-selection trends. Annexure 2 provides input on 

hospital concentration as requested in the provisional report.  

 

 

2. Summary of Key Points 
4. Below is a summary of our main concerns with the Provisional Report:   

 Our technical concerns regarding how the medical scheme dataset has been analysed has been 

largely unaddressed in the Provisional Report, despite the extensive input provided by various 

stakeholders. 

 This has led to some inappropriate conclusions, such as the understatement of the impact of 

anti-selection on medical inflation. 

 The evidence of the significant impact of PMB regulations on medical inflation has been 

ignored, leading to the incorrect conclusion that PMBs has had no impact on costs. 

 The methodology adopted to calculate the administrator profitability is flawed. Despite this, 

results are used to make harmful assertions about competition in the administrator market 

without evidence. 

 The HMI makes damaging assertions about the impact of indirect cross-holdings in the 

healthcare sector despite finding and reporting evidence to the contrary. 

 No evidence has been provided to support the inaccurate and damaging statements made 

about lack of competition, close relationships between administrators and schemes, 

shortcomings in governance, and the ability of schemes to change administrators.   

  

5. Other than these main shortcomings, we support much of the analysis and conclusions of the 

Provisional Report. However, because these shortcomings undermine the stature and credibility of 

the report, we are of the view that they should be removed from the Final Report. We expect that 

the HMI would only want to publish comments supported by evidence and objective analysis, 

rather than on biased and foregone conclusions.  

 

6. The concerns listed above are discussed in detail below arranged by the themes of the Provisional 

Report. 
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3. Funders 

MEDICAL SCHEMES 

Chapter 5: Paragraph 57 - 64 

 

7. We note that the Financial Services Regulation Act (2017) includes medical schemes as financial 

products and that there should be a co-operative relationship between the Prudential Authority and 

the Council for Medical Schemes.  The various regulatory processes between these authorities 

should be aligned to ensure sound financial principles are applied, which are even more important 

under the social solidarity basis where the integrity of the risk pool is vital.   

 

8. It is also critical that appropriate solvency regulations be developed to ensure that members’ capital 

is efficiently employed, while not compromising adequate risk protection. This would entail the 

development and implementation of risk based capital measures where statutory reserve levels 

uniquely dependent on the size and risk profile of each scheme. 

 

Chapter 5: Paragraph 95, Paragraph 132, Paragraph 168, and Paragraph 522.3 

 

9. DH strongly refutes the conclusion that open medical schemes engage in “proxy risk rating and cherry 

picking” through benefit design. The HMI has provided no evidence to substantiate these allegations.  

As we have argued at length in our original submission, the incomplete regulatory environment 

(specifically open enrolment, community rating and lack of mandatory cover and risk equalization 

mechanisms) leads to extensive risk selection by members against medical schemes. This rampant 

anti-selection makes it crucial for medical schemes to design benefits that are attractive to younger 

and healthier members, to draw these lives into the medical scheme environment. Growth in 

younger and healthier lives are critical to cross-subsidising the increasing numbers of older and 

sicker members joining open medical schemes, and hence to stabilise scheme risk pools. This does 

however does not imply that older or sicker lives are discriminated against in any way.  

 

10. The experience of DHMS over recent years illustrates this trend clearly. Over the past 10 years, the 

average age of DHMS beneficiaries has increased from 32.3 years to 34.3 years, with the ratio of 

pensioners increasing by 44.2%, from 6.06% to 8.74%. Over the same period, the number of 

members with one or more chronic conditions has increased by 43.3%, from 16.3% to 23.4%. 

Between 2008 and 2017, the scheme has seen an increase in the number of lives with cancer by 

2.42 times and 2.75 times for females and males respectively. It is hard to see how this evidence is 

compatible with an open scheme that is engaging in deliberate risk selection and cherry picking. 

 

Chapter 5: Paragraph 101, Paragraph 109, Paragraph 116 -117 

 

11. Medical schemes absolutely do not engage in product design with the aim of confusing consumers, 

which would be entirely counterproductive. Product complexity arises from the need to meet widely 

varying medical needs and financial constraints, as well as from the need to comply with complex 

PMB legislation and to ensure ongoing affordability in the face of high claims inflation. We agree 

that the resulting product complexity creates a difficult task for members in both selecting the best 

scheme and benefit plan, and in making full use of their medical scheme cover.  
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12. We disagree with the observations that product complexity and the difficulty faced by consumers, 

“render consumers powerless and not able to perform their indispensable role of selective choice”. Our 

experience suggests that many members are able to select appropriately based on their medical 

and financial needs, often with the support of a broker. The clear evidence of anti-selection cited 

above and in our prior submissions is clear indication of this.  

 

13. In fact, we believe that the problem is actually the opposite, with limited underwriting enabling 

members to select against schemes in their choice of benefit plan. The evidence on how consumers 

tend to change medical scheme benefit plans, or base their decisions as to which benefit plans to 

join when joining a scheme for the first time, contradicts the assertion that consumers are unable 

to determine value for money when purchasing medical scheme cover. If this were truly the case, it 

is unlikely that the systematic patterns where sicker lives choose more comprehensive benefit plans 

would be occurring. This demonstrates that consumers do appear to consider value for money, and 

to make choices between various benefit plans to suit their own interest. Table 2 of Annexure 1 

provides clear evidence of effective anti-selection within DHMS in 2017, with members who upgrade 

their plan claiming far more than those who remained on the same plan or downgraded. Similarly, 

those downgrading experience a lower claims experience than those upgrading or remaining on the 

same benefit plan.  

 

14. As acknowledged by the HMI, scheme product complexity creates a critical role for medical scheme 

brokers, who are trained and licensed to provide consumers with independent information on the 

best product for their healthcare needs and budget, and the trade-offs between freedom of 

provider choice, benefit richness and cost. However, despite the efforts of brokers, in our 

experience, most consumers tend not to focus on the details of their coverage at the time of their 

purchase decision, and tend to focus on these details only when they need healthcare and to submit 

a claim. 

 

15. While we support the development of a standardized base benefit package as a mechanism to 

promote expanded and understandable access to cover, standardization across the entire or most 

of the spectrum of cover would have negative consequences for competition, innovation and 

consumer choice. This may introduce new inefficiencies to the market, inhibiting funders’ 

responsiveness to consumer needs.  The appropriate level of cover for this benefit package 

therefore needs to be considered carefully. 

 

Chapter 5: Paragraph 118 

 

16. We do not agree with the argument that product differentiation is a deliberate mechanism to avoid 

price competition between schemes. Most, if not all open schemes, aim to appeal to a wide variety 

of members, and particularly to employers whose employees have widely varying needs. These 

schemes must therefore meet the needs of consumers with varying medical needs and affordability 

constraints, and this necessitates offering a wide choice of scheme benefit plans that provide 

different levels of cover at different price points.  As claims inflation drives up the cost of 

contributions, schemes are also forced to design new benefit plans that make increased use of 

various provider networks. Finally, the complex PMB requirements mean that scheme benefit plan 

design is made more complex by various DSP arrangements. For these reasons, schemes that wish 

to be competitive have no choice but to offer a wide range of benefit plans. Failure to do this would 
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weaken their competitive position and force members into unsuitable benefit plans or to leave the 

scheme for another that offers a benefit plan more suited to their needs.  

 

17. The open scheme market is highly competitive, and the only basis on which this competition takes 

place is the cost of contributions and the richness of scheme benefits. As both of these factors are 

wholly determined by the scheme’s claims costs, the only way an open scheme can compete is to 

ensure that it manages claims costs as actively as possible, without compromising access to and 

quality of care. 

 

18. While we agree that consumers do find it difficult to compare schemes and scheme benefit plans 

easily, we do not see how the HMI goes from this observation to the conclusion that “the inability of 

individuals to compare options effectively provides medical schemes with limited incentives to contract 

effectively or innovatively with providers”. There is no evidence to support this conclusion. By contrast, 

we have provided extensive evidence of DH’s successful efforts to contract both effectively and 

innovatively with providers, using a wide range of value based approaches, which in turn 

necessitates a variety of options and plan designs to accommodate various efficiency mechanisms.   

 

19. Further, the HMI fails to recognise how “payment at cost” PMB regulations forces medical schemes 

to implement provider network products that deliver value and lower cost for members, but at the 

same time are attractive enough to reach agreement with providers on tariffs (in the absence of 

which they can charge whatever they like). It is this legislative background that requires both 

network and non-network options to be offered at different price points, therefore leading to 

product complexity.  

 

Chapter 5: Paragraph 191  

 

20. From DH’s experience, the trustees of DHMS and of all of our restricted scheme clients are fully 

aware of the utilisation trends impacting their schemes, including but not limited to supplier induced 

demand. DH provides all Boards of Trustees with frequent, detailed reports on claims trends, and 

our interventions and their impacts. All of our clients hold us fully accountable for managing all 

aspects of scheme claims, and in our experience, none of the Boards of Trustees are at all 

complacent about these matters.  

 

21. DH provides our client schemes and their trustees with detailed operational reports including data 

on complaints resolutions, and Trustees are very alive to these trends and to DH’s management of 

them. We therefore do not agree that the reports provided to Trustees on operational metrics 

maybe insufficient to ensure Trustees are fully aware of these issues.  

 

Chapter 5: Paragraphs 192 -193, Paragraph 292 

 

22. DH invests substantial effort in developing a variety of communication platforms to provide 

members of client schemes with as much information as possible on every relevant aspect of their 

scheme experience. This covers their plan benefits, advice on the costs of the services, the potential 

for co-payments and how to avoid these, the provider networks available for each plan, how to 

access PMBs, quality of care data to name but a few. Communication occurs with members on a 

very regular basis, via information channels including emails, scheme apps and websites, as well 

carefully designed claims notification statements, and telephonic and email communications at the 

time of hospital admission.  
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23. One challenge is that most consumers tend to seek information at the point of accessing care, and 

seldom engage pro-actively with the information provided by the scheme beforehand. Further, our 

experience has shown that despite the information available to consumers on prices, quality, and 

value of different providers, provider preferences tend to carry much more weight in influencing 

consumer choice.   

 

24. Notwithstanding our intensive efforts to communicate effectively, we do agree that many members 

lack a clear understanding of their scheme benefits and how best to use them, and that all 

stakeholders can and should do more to assist consumers in this complex market.  

 

25. DH continues to believe strongly in the value of increasing consumer awareness of healthcare costs 

and quality issues, and will continue to invest in increasing the data available to members of DH 

client schemes and investing in alternative modes of delivering these messages. 

 

Chapter 5: Paragraph 290 – 291 

 

26. We support the suggestions to improve transparency with regard to broker remuneration, as well 

as the proposals to allow members to opt out of broker appointments if they are dissatisfied with 

service levels. However, we do not agree with the insinuation that “broker advice may favour medical 

schemes and administrators over members”. The HMI has cited no evidence to support this damaging 

allegation against brokers. 

 

Chapter 5: Paragraph 522.1 

 

27. We disagree with the generalisation that “…trustees and principal officers do not have sufficient 

incentives to act as agents for members and members are unable to hold contracted parties 

(administrators/ MCOs) to account”. In our experience, the Trustees of DHMS and of all of our 

restricted scheme clients take their fiduciary duties to protect the interests of the scheme and its 

members extremely seriously. While such accountability might be enhanced by linking 

remuneration of trustees and scheme officers to scheme performance, this might create 

unintended negative consequences, including potential perverse incentives such as short term 

focus in decision making etc.  

 

Chapter 5: Paragraph 522.2 

 

28. We disagree that “there is no real competition through lower contribution premiums and richer benefits 

between the 22 open medical schemes...” This is simply not the case, and the HMI provides no evidence 

in support of this assertion. All open schemes compete actively and continuously for the custom of 

new individual members, as well as for new employer groups to join them. Where an employer 

allows employees a choice of schemes, the schemes also compete to attract employees to join them. 

This competition occurs precisely on the issues of contribution levels and benefits offered, as well 

as on the reputation of the scheme and its administrator regarding service levels. The fact that only 

a few open schemes are currently successful in the market does not imply that there is no real 

competition.  

 

Chapter 5: Paragraph 522.4 
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29. DH makes sustained and effective efforts to curtail rising healthcare expenditure on behalf of its 

client schemes. We have provided extensive evidence of the range of interventions we deploy as 

well as their impacts, all of which are carefully measured. The general statement that “limited 

attempts by medical schemes to curtail the rising healthcare expenditure has been observed…” creates a 

misleading and false impression and ignores the active and effective efforts of DH, and to our 

knowledge, some of DH’s competitors as well.  

 

30. It is also certainly not the case that DH takes CPI inflation for granted in its negotiations with 

providers and suppliers, nor that we negotiate on price alone. We have provided extensive evidence 

on the wide and rapidly expanding scope of our value based contracts with providers. These cover 

hospital contracts, as well as a growing range of contracts with various health professional 

groupings and product suppliers. We have also provided evidence of our extensive efforts to collect 

outcome data and to share these with providers and with our members. As far as we are aware, 

some of DH’s competitors have a similar focus on value, rather than simple price negotiations. For 

these reasons, these conclusions are a materially inaccurate reflection of the current reality of 

medical scheme contracting with providers.    

ADMINISTRATORS 

Chapter 3: Paragraphs 72 – 74 and Paragraph 84 

 

31. The small number of institutional investors in South Africa results in the shared ownership of 

companies across most industries. For the HMI to express concern as to the effect of cross-

shareholding in a particular industry, there would need to be evidence that this shared ownership 

results in illegal or other harmful conduct that damages competition or is otherwise to the detriment 

of the consumer.  No such evidence has been presented.  

 

32. Concerns regarding Remgro’s indirect ownership in Discovery Limited are speculative and without 

foundation, and DH categorically denies that the indirect ownership by Remgro has ever influenced 

its decisions or actions in any way that harms competition and/or consumers. The HMI has provided 

no evidence of any collusion or anti-competitive behaviour between these firms, nor of any harm to 

consumers. Moreover, the HMI has failed to provide any evidence that there are agreements 

between Mediclinic and DH that are in any way harmful to scheme members, nor of any cooperation 

or collusion with MMI, let alone agreements or behaviour that harm medical schemes or their 

members.  In fact, one of the key findings of the HMI is that DH is the only administrator able to 

match the negotiation power of the hospital groups, and able to exert pressure on hospital prices 

including that of Mediclinic.  The lack of evidence renders the conclusions of a “significant commercial 

relationship between the owners of Discovery, MMI and Mediclinic” baseless and unfounded.  These 

damaging allegations, as well as the insinuation that “… this is particularly a concern where MMI Health 

and Discovery Health may lack incentives to pursue innovative long term strategies in their purchasing of 

healthcare due to the existence of Mediclinic within the broader group” should therefore be withdrawn 

from the Final Report.  

 

Chapter 5: Paragraph 401 

 

33. DH has made a number of submissions with respect to the profitability analysis conducted by the 

HMI, and has had a number of engagements with the members of the HMI panel in this regard.  In 
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our submissions and engagements, we have repeatedly argued that Return on Capital Employed 

(ROCE) is an entirely inappropriate measure of profitability for a services company, such as DH, 

which has very limited capital employed in its operations relative to capital intensive businesses 

such as hospitals. This has been clearly recognised by international competition authorities and 

market investigations.  DH’s capital investment is focused on the development of its brand, 

information systems and intellectual property, assets which are critical to the core functions of 

medical scheme administration, yet are difficult to value quantitatively and thus profoundly 

undervalued in the TIRR and ROCE methods. For these reasons, the Truncated Internal Rate of 

Return (TIRR) and ROCE methodology used has significantly under-valued DH’s assets, and 

materially overstated its profitability. These measures provide distorted results and are misleading 

and damaging to DH’s reputation. The references to blanked out values, as in the Provisional 

Report, does not mitigate the misleading and damaging impact of this approach.  These methods 

and their results should therefore be removed from the report in totality.  

 

34. Return on Sales (ROS) is a better method for assessing profitability of service industries including 

medical scheme administration. While the HMI observes that DH’s ROS has been higher than that 

of competitors, the analysis provides no insight as to the source of DH’s relatively higher profitability, 

nor any evidence of whether observed results are due to lack of competition in the market.  If the 

assumption that DH profitability arises from market power is correct, this should be manifest in 

clear evidence that DH charges higher administration fees than its competitors. However, as the 

HMI is aware, this is not the case. DH has provided evidence that its administration fees are in the 

lowest quartile for all open schemes. In the restricted scheme market, DH has won 16 out of 17 

competitive tenders for the administration contracts over the last ten years, due to a combination 

of competitive pricing and competitive advantage in key aspects of its service offering. The HMI's 

ROS methodology should also take account of the fact that members make their purchasing 

decisions on the basis of the gross contribution they pay, rather than on the basis of the 

administration fee paid by their scheme. As the administration component accounts for only 

approximately 10% of total contributions, the ability of the scheme and its administrator to manage 

healthcare costs and hence to offer more competitive contribution levels is rightly the measure by 

which consumers should judge them.  

 

35. Markets compete on price. We have presented ample evidence that DH’s administration fees are 

competitive, and no evidence to the contrary is presented in the report. It is surprising that the HMI 

identifies it as an “important question” why market forces don’t “correct” the profitability levels, 

when the market competes on price (Chapter 5, paragraph 401).  Consumers do not decide to buy 

a product because the company selling the product has lower profit than its competitors, regardless 

of whether the price is higher than competitors. Trustees and members of medical schemes are no 

different. If the price is competitive (and the quality of service provided meets expectations), there 

is nothing for the market to “correct”.  

 

36. The HMI acknowledges that DH outperforms its competitors. It is our view that this demonstrates 

effective competition in the market for health administration as DH is required to continue to invest 

in innovation and improved service delivery to continue providing a superior value proposition. As 

long as DH’s price (in the form of administration and managed care fees) is competitive, the level of 

profitability is not relevant to assessing the nature of competition in the market.  

 

37. Most importantly, the value that consumers receive from DH’s services manifests in lower overall 

scheme contributions, and in high quality customer services. We have demonstrated that members 

of our client schemes obtain significant value for the contributions paid to DH client schemes. For 
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example, DHMS’s contributions are materially lower than market averages in each sector of the 

market, and for this reason DHMS has organically outgrown the market every year since its 

inception. Consumers also get significantly value out of the impact of DH’s skills and performance. 

The evidence thus suggests that, contrary to the HMI’s view, the relevant markets are in fact working.  

 

38. The HMI has also not taken into account our evidence that when properly compared with 

international health insurance businesses across the world, DH’s profitability is very much in line 

with international norms.  

 

39. For the above reasons, we request that the ROCE measures be withdrawn entirely, and that the 

results of ROS measures be accurately reflected with relevant analysis. In addition, in the absence 

of clear evidence that DH’s profitability has negatively affected the members of its client schemes, 

these damaging and unsubstantiated observations should be withdrawn.  

 

Chapter 5: Paragraph 430, Paragraph 434, Paragraph 522.6 

 

40. We strongly disagree with the conclusion that the close and long standing contractual relationship 

between a scheme and its administrator implies that the scheme lacks buyer power. This conclusion 

is based on an outdated, transactional perspective of buyer-supplier relationships which assumes 

that buyers only have power in some form of ‘spot market’ where they can continually test prices 

and where prices are the only measure of buyer power and value. In reality, a vast number of buyer-

supplier relationships in the modern global economy are highly complex and very longstanding, yet 

still preserve substantial buyer power and ensure that the buyer is always able to extract maximum 

value from the supplier.  

 

41. As noted above in our submission of November 2014, these long-term complex buyer-supplier 

relationships are usually governed by the carefully designed and implemented contracts and 

governance arrangements to ensure ongoing value maximisation for the buyer, while also ensuring 

that the supplier remains sustainable and able to continue investing in its assets and skills so as to 

benefit the buyer. This is precisely the nature of the ‘vested outsourcing’ arrangements between DH 

and DHMS.  

 

42. The vested outsourcing arrangements between DH and DHMS do ensure substantial buyer power 

for DHMS, in relation to administration fees paid, as to how DH invests in innovation, as well as how 

DH performs against an extensive set of service level metrics governing every aspect of DH’s services 

for DHMS. The conclusion that DHMS lacks buyer power fails to take into account the prevailing 

governance arrangements between DH and DHMS, and the highly effective implementation of these 

arrangements by the DHMS Principal Officer and her team as well as by the Board of Trustees.   The 

HMI has not provided any evidence of poor performance on the part of DH that would have 

necessitated DHMS seeking an alternative administrator. In fact the evidence presented shows quite 

the opposite picture, confirming that the Board of Trustees are acting in the best interests of the 

scheme’s members in continuing to contract with DH. 

 

43. DH has always been clear that it will not administer an open scheme which competes with DHMS. 

This is a fundamental requirement for the development of a trust based outsourcing agreement in 

which the incentives of the buyer and the supplier are fully aligned. While DH would likely be able 

to grow its administration business by competing in the open scheme market, we have elected not 
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to do this so as to avoid conflicts of interest as well as to avoid undermining the strong trust and 

alignment between the DH and DHMS, to the ultimate detriment of DHMS and its members.  

 

Chapter 5: Paragraphs 500 – 501, Paragraph 505 and Paragraph 522.7 

 

44. The statement that DH’s administration fees are higher than those of the three next largest open 

schemes is incomplete and misleading. Administration fees are only part of the total fees paid by 

schemes to administrators, and each administrator apportions their total costs differently between 

pure administration fees, managed care fees and other expenses. Moreover, this is an inconsistent 

comparison given that administration fees paid to the administrator may only form part of a 

scheme’s total administration expenses. For example, marketing costs may be borne directly by the 

scheme while DH provides these under the administration contract.  Comparing total administration 

expenses across schemes is therefore a more consistent and fairer approach. 

  

45. Secondly, administration fees as a percentage of Gross Contribution Income (GCI) is a more accurate 

and consistent basis for comparison than the Rand amount per beneficiary per month.  This latter 

measure ignores the differing levels of administration intricacy in administering different schemes. 

Differences can also arise due to differences in benefit richness and the intensity of claims and other 

interactions between the scheme and its stakeholders. Measuring administration expenses as a 

proportion of GCI takes account of the nature of the scheme benefits more accurately than absolute 

administration fees per beneficiary per month. This is due to higher gross contributions being 

associated with increased intensity and volume of transactions and increased volume of claims. 

When this measure is used, DH’s total administration fees charged to DHMS are the 7th lowest out 

of 23 open schemes1 (i.e. ranks 17 out of 23, where rank 1 is the highest), are below the average and 

are in the lowest quartile. This confirms that DH’s fees are highly competitive, and also that DH’s 

scheme clients are in fact benefiting from economies of scale.  

 

46. Thirdly, a simple comparison of fees paid fails to take into account any notion of the relative quality 

or scope of services provided by DH compared to its competitors. It goes without saying that quality 

and scope of services, as well as price, must be taken into account when assessing the value 

obtained by a medical scheme. By contrast, the simplistic comparison of fees erroneously assumes 

the quality and scope of the services provided by each administrator is uniform.  

 

47. DH’s ongoing investment in human capital, technology and innovation results in a range and quality 

of services that is well recognised in the market as superior to its competitors. This is repeatedly 

confirmed by DH’s performance on independent surveys of industry stakeholders including brokers, 

employers and health professionals, as well as through external benchmarking against best 

international standards conducted by independent research companies. 

 

48. The quality of DH’s services to DHMS is clearly illustrated by DHMS’s outstanding results on every 

metric of medical scheme performance, a pattern which DHMS has consistently demonstrated since 

inception. These metrics include scheme growth, financial performance and sustainability, product 

innovation and premium competitiveness. DHMS annually measures the value it derives from the 

services provided by DH and has this assessment externally audited. As indicated in our original 

submission, the most recent evaluation revealed that for every R1 paid by DHMS to DH, the scheme 

                                                        
1 Per CMS Annual Report, 2016 
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and its members receive R2.10 in value, where value includes all savings from strategic purchasing, 

managed care, fraud and wellness initiatives.  

 

49. The HMI’s conclusions assume that there should be a linear reduction in administration fees paid 

by the scheme with membership growth. This ignores an alternative and rational approach in which 

the ‘surplus’ released by economies of scale is used not to reduce administration fees, but to invest 

in additional services that will ensure better performance by the scheme and greater net value for 

members. As outlined in our submission of November 2014, the vested outsourcing approach 

developed by DHMS and DH places significant emphasis on ongoing investment by DH in human 

capital, technology and other sources of innovation. This ensures that DHMS is able to ensure 

ongoing competitiveness and outstanding performance, and this approach has been demonstrated 

to yield more than twice the value to DHMS and its members than a simple reduction in 

administration fees would yield.  

 

50. For as long as additional investment by DH can add more value to DHMS than a reduction in 

administration fees, the above approach taken by the DHMS trustees is a rational one as it results 

in the delivery of greater net value to members than a simple reduction in administration fees. It is 

therefore incorrect to conclude that the current fee levels and their trajectory over the past decade 

are evidence of a lack of economies of scale.  

 

51. For the same reasons, it is incorrect to conclude that “…savings generated from this upstream 

competition, to the extent that it exists, has been taken out of healthcare and shared with shareholders 

rather than passed on to consumers,” (Chapter 5, paragraph 522.7). As demonstrated to the HMI, 

these savings have been re-invested in assets and services that have added more value to scheme 

members than a crude reduction in administration fees would have done.   This is evidenced by the 

comparison of DHMS benefit plans to competitors on a like-for-like basis which shows the value 

gained by members in terms of materially lower contributions for the same benefits, with DHMS 

contributions being 16.4% lower than those of the next 8 largest open schemes on a plan weighted 

basis.2 For these reasons, the HMI’s assumption of an “expected inverse relationship between 

administration costs and number of beneficiaries” (Chapter 5, paragraph 522.7) is incorrect.  

 

52. The conclusion that “… [DH’s success in restricted scheme’s tenders] may have less to do with the 

administration fees it charges, but more to do with the outcomes of the tariff negotiations,” (Chapter 5, 

paragraph 505) is a further example of a rudimentary analysis that applies a simplistic 

administration fee price comparison rather than analysing the actual value obtained by scheme 

members. DH has been successful in winning highly contested tenders in the restricted scheme 

market precisely because its overall offering, which includes very competitive administration fees, 

as well as material claims savings and superior service and technology offerings, was of greater 

overall value to the potential scheme client than the value offered by DH’s competitors. Any Board 

of Trustees that prioritised the administration fee only, and ignored the other elements of value 

offered by DH would be violating its fiduciary duties to the scheme and its members.    

 

53. In relation to the claims savings achieved by DH for its client schemes, the HMI again oversimplifies 

by assuming that all of this is achieved though superior tariff outcomes. DH does achieve superior 

tariff and price outcomes for hospitals and pathology groups, and for medical devices in some 

instances but not for any other goods or services. A material component of total claims savings 

come from a combination of accurate claims payment systems, comprehensive and sophisticated 

                                                        
2 Discovery Health Market Analysis 2018 
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managed care policies and operations, fraud prevention and recoveries, as well as the beneficial 

impact of Vitality on the health of scheme members.  

 

54. For the above reasons, the HMI’s conclusions on the competitiveness of DH’s administration fees, 

and on the relationship between scale and the level of administration fees are incorrect, and 

simplistic, and they ignore the fundamental issue of the value that schemes and their members 

obtain from their administrators, and how that value is derived.  

 

Chapter 5: Paragraph 517 

 

55. We strongly disagree with the findings that managed care initiatives have not resulted in the 

containment of overall healthcare costs despite managed care fees increasing in excess of CPI. As 

illustrated in our submission of November 2014, DH has and continues to develop several 

programmes aimed at improving the quality of care and health outcomes for members of client 

schemes, as well as in reducing inefficiency and waste in the use of healthcare resources. These 

programmes yield substantial and measurable improvements in cost reduction, as well as 

improvements in quality of care and health outcomes for members of our client schemes. As 

validated by Deloitte, Table 1 below summarises the value of these initiatives for DHMS over 

between 2013 and 2017. For the past five years this represents a return of investment of 305.6% by 

DHMS on the managed care fees paid to DH. DHMS members benefit directly from these activities 

through lower contribution increases and/or richer benefits. In addition, DH managed care fees 

have also not increased in excess of CPI.  

 

Table 1: Managed care, fraud and wellness programmes savings generated by DH for DHMS (2013 – 

2017) 

 Savings PLPM Savings Total 

2013 R119.16 R3.601bn 

2014 R122.48 R3.81bn 

2015 R167.93 R5.356bn 

2016 R201.47 R6.536bn 

2017 R220.40 R7.263bn 

 

 

56. Even where there is regulatory intervention to manage the price of healthcare services, effective 

managed care (in the form of strategic purchasing), can enhance the value of these regulatory 

initiatives for the benefit of members. For example, in the pharmaceutical industry, where price 

inflation is capped at the regulated Single Exit Price (SEP) inflation, DH has implemented numerous 

initiatives resulting in discounts to the SEP, benefiting the whole medical scheme industry. This 

strategic purchasing by DH has enabled the actual price inflation on pharmaceuticals purchased by 

DHMS to be significantly lower than what would have been the case had the maximum SEP rates 

allowed by the Department of Health been applied. The impact of these efforts since 2010 has been 

a cumulative actual price increase of 27.2% compared to the cumulative maximum allowable SEP 

increase of 49.6%. 
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57. We disagree with the conclusion that “the widespread inability to manage supply-induced demand 

suggests a lack of effective competition in the market for administration” (paragraph 28 of the Executive 

Summary). Firstly, DH has been effective in managing supplier induced demand to some extent, and 

such demand which would be materially higher for DH’s client schemes in the absence of DH’s 

managed care interventions. Secondly, we do not understand the linkage between the supposed 

inability to manage supplier induced demand and the extent of competition in the administration 

market. For this conclusion to be true, it must be assumed that some or all administrators are in 

fact able to effectively manage supplier induced demand, and that they are somehow deliberately 

not doing so due to absence of incentive or the lack of any threat of losing their administration 

contract. This would be a strange strategy to take for any administrator who clearly benefits from 

increased scheme growth, and whose incentives are in fact completely aligned with a medical 

scheme’s desire to manage supplier induced demand. For our part, we can only assure the HMI that 

we have and continue to work as diligently as we can on managing the very complex challenge of 

supplier induced demand (and other causes of medical scheme contribution inflation). 

 

58. Further, the HMI does not mention the role that “payment at cost” PMB regulations play in inducing 

demand. Schemes are forced to pay higher tariffs for providers who do not agree to network tariffs, 

and this in turn results in an incentive for increased utilisation of PMB claims. We have provided 

several examples of this in various submissions, and provide further examples below.  

 

4. Facilities 
 

Chapter 6: Paragraph 122 

 

59. As noted by the HMI, a one dimensional measure of competition in the private hospital market based 

on concentration indices provides limited insight into competitive dynamics in the market. This is due 

to the unique structural features of the South African market including the national tariff negotiation 

processes, implying that local competitive dynamics are not expressed through localised differences 

in prices. Further, other than network arrangements, competition for patients at the local level is not 

likely to be driven by price, but rather by other factors such as location of the facility, the reputation 

of admitting specialists, and the perceived quality of treatment at the facility. It is therefore arguable 

that the manner in which private hospitals compete is not on price, but rather on their ability to 

attract specialists to their facility. This is done by improving the quality of their facilities and 

investment in new technology.  
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Chapter 6: Paragraphs 138 – 157 and Paragraph 171 - 183 

 

60. Given the complexities of the competitive dynamics of the private hospital market, we believe that 

the findings regarding competition at the local level should be treated with extreme caution. In 

particular, the concern regarding high concentration in remote regions such as Thabazimbi, 

Barberton, Queenstown etc. is not necessarily valid, given that the population in these areas might 

be considered too small to support another viable private hospital. Further, as the HMI recognises, 

due to the unique dynamics of competition in the private hospital market, the introduction of a new 

hospital in an area may dilute concentration indices, but will come at the expense of increased cost 

of care in terms of both price and utilisation of hospital services. Price per unit service would increase 

as a new hospital would require investment in new technology in order to attract specialists to the 

facility.  

 

61. In response to the HMI’s request for further input on the analysis of hospital utilisation, we have 

compiled a report, “The Financial Impact of New Private Hospitals on Medical Schemes” (discussed 

below), which illustrates the relative inelasticity in the demand for hospital services, and the 

concomitant effect of increased utilisation when new hospitals are opened in an area.  This report is 

attached as Annexure 2.  

 

62. While we recognise the concern that concentration at the local level may inhibit competition in the 

development of DSP networks in remote areas where they may only be one hospital to choose from, 

we believe that the costs of increased utilisation from introducing a new hospital will far outweigh 

the benefits of enhancing competition by adding more hospitals. Further, medical scheme members 

mostly live in the larger cities and towns, where there are several hospitals for a funder to choose 

from when developing a DSP network.  

 

63. Since schemes tend to negotiate tariffs at on a national basis, there may be more relevant and 

effective mechanisms to stimulate competition in the provider market. Many of these mechanisms 

have been recognised by the HMI and included recommendations such as an enhanced hospital 

licensing process based on regional demographic need, development of ARMs and new healthcare 

delivery approaches facilitated by the abolishment of HPCSA employment rules, the development of 

industry quality metrics etc. 

 

64. Despite these shortcomings of the HMI’s methodology in the concentration assessment of 

hospitals, we do support the view that the concentration in the private hospital market provides a 

“significant strategic advantage to the three largest facility groups”. We also agree with the conclusion 

that this high concentration and market power of hospital groups has had a significant impact on 

competitive dynamics, constraining the development of effective ARMs and day clinics at scale.  

 

Chapter 6: Paragraph 202 

 

65. We share the concern regarding the impact of creeping mergers and the implications of this on 

consolidation and concentration in the private hospital market. We agree that more appropriate 

measures should be employed by Competition Authorities to assess the longer term impact of 

mergers and acquisitions on competition in this market. 
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Chapter 6: Paragraph 207 and Chapter 3: Paragraph 41 

 

66. The HMI has correctly identified that the growth of private hospital beds has outstripped the growth 

of the insured population from 2010, resulting overall excess bed capacity in private facilities. As per 

the HMI report, 193 new private facilities opened between 2010 and 2016, adding an additional 

12,644 beds to the industry, a 40.7% increase in the supply of hospital beds over the period, with 

scheme membership growing at only 7.4%3 over the same period. 

 

67. From our experience, this alarming trend in the growth of hospital beds is contributing to the high 

rates of increased hospital utilisation, driving up healthcare costs and concomitantly medical scheme 

contribution.  

 

68. We have provided the HMI with an updated report of the “Financial Impact of New Private Hospitals on 

Medical Schemes”, which quantifies the impact of the 9 new private hospital acute facilities established 

between January 2015 and March 2017 on our client schemes.  

 

69. This report provides an update to the previous report on this topic published in 2016. We have 

enhanced our methodology by using localised hospital service area catchment regions instead of 

broader tertiary referral regions and through the application of more sophisticated modelling 

techniques for the purpose of risk adjustment. 

 

70. Our analysis continues to demonstrate a very strong correlation between the supply of hospital beds, 

and higher hospital utilisation rates in the regions in which the new hospital was opened, even after 

taking into account the changing disease burden and referral patterns within the specific region.   

 

71. This higher hospital utilisation impact manifests itself through the following combination of effects: 

 A higher rate of hospital admissions  

 A longer length of stay per admission 

 A reduced complexity and severity of the cases (case mix) being admitted. 

 

72. These effects occur in the majority of cases in regions where a new facility has been introduced.  In 

5 of the 8 regional case studies, the analysis demonstrates that new hospitals resulted in statistically 

significant increased utilisation levels in the localised hospital service area in which the new hospital 

was opened.  This appears to be due to a combination of the impact of the new hospital itself, as well 

as the reaction from pre-existing hospitals, which appear to increase admissions to defend market 

share and revenues.  

 

73. In the DH environment, for the period January 2015 to March 2017, this resulted in an excess 

utilisation of 36,985 in-hospital patient days in the regions where these hospitals opened (where 

excess utilisation is defined as utilisation increases beyond that which can be explained by disease 

burden changes, when compared with regions with similar disease burden, where no new hospital 

was added). 

 

                                                        
3 CMS annual reports 
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74. The excess utilisation related to the 9 hospitals studied, resulted in an additional cost of  

R454 million for DH administered schemes, for the respective 12 month periods, after the opening 

of the new hospitals. The results are illustrated in Table 2 below. 

Table 2: Financial cost of excess utilisation due to new hospitals across DH administered schemes 

  Base period Evaluation period   

Hospital service 

area region 

Hospital Open date Start End Start End Costs in 2017 

Rands 

Pretoria MediClinic Midstream 

(regional study incorporates 

impact of Botshilu Private 

Hospital which opened in Oct 

2014) 

March 2015 Oct 

2013 

Sep 

2014 

Oct 

2014 

Feb  

2016 

                                    

-    

Belville Busamed Paardevlei Private 

Hospital (Rf) (Pty) Ltd 

May 2015 May 

2014 

Apr 

2015 

May 

2015 

Apr  

2016 

 

                                    

-    

Polokwane Netcare Pholoso Hospital Sept 2015 Sep 

2014 

Aug 

2015 

Sep 

2015 

Aug  

2016 

                       

6,376,913  

Pietermaritzburg Life Hilton Private Hospital Sept 2015 Sep 

2014 

Aug 

2015 

Sep 

2015 

Aug  

2016 

                     

61,111,677  

Johannesburg 

central/north 

Netcare Pinehaven Hospital 

and Busamed 

Modderfontein Private 

Hospital 

Oct 2015 and 

Sep 2016 

Oct 

2014 

Aug 

2015 

Oct 

2015 

Aug  

2017 

                   

220,124,638  

Cape town Melomed Tokai May 2016 May 

2015 

Apr 

2016 

May 

2016 

Jan  

2018 

                   

156,538,232  

Bethlehem Busamed Harrismith Private 

Hospital 

Dec 2016 Dec 

2015 

Nov 

2016 

Dec 

2016 

Nov  

2017 

                     

10,719,120  

Durban central Ahmed Al-Kadi Private 

Hospital 

April 2017 Apr 

2016 

Mar 

2017 

Apr 

2017 

Mar  

2018 

                                    

-    

Kimberley Royal Hospital And Heart 

Centre 

July 2017 Insufficient data   

Richards Bay Melomed Richards Bay Pty 

Ltd 

Jan 2018   

Bloemfontein Busamed Bram Fischer 

International Airport Hospital 

Feb 2018   

                     

454,870,580  

 

75. This very substantial negative impact on medical schemes is expected to worsen significantly in the 

next few years, as additional new hospitals and bed expansions to existing hospitals are still being 

introduced in the market. 

 

76. Figure 1 below shows the financial impact of new facilities that have opened since 2008 on DH 

administered schemes. This is a conservative estimate, as new facilities continue to grow in 

occupancy rates for about 2 to 3 years after inception, and in our experience the utilisation for the 

entire region continues to grow at higher incremental rates than what can be explained via 

demographic factors. In 2017, the Rand impact across all DH administered schemes of new facilities 
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that opened in the last 10 years, is conservatively estimated as just over R800 million. The cumulative 

impact of this impact between 2009 and 2017, in 2017 Rands is estimated to be R3.3bn.  

Figure 1: Cumulative Rand impact of all new facilities opened since 2008 on DH administered schemes 

(R’millions) 

 

 

77. The Pietermaritzburg region is a good case study of the impact on medical scheme costs after the 

opening on a new hospital in a relatively smaller town with high private hospital concentration.  

 

78. The opening of Life Hilton hospital in the Pietermaritzburg region resulted in excess hospital 

utilisation increases relative to the national experience, not explained by underlying disease burden.   

Prior to the opening of Life Hilton hospital, the in-hospital bed day utilisation rates in 

Pietermaritzburg were 15.8% higher than national comparator populations. After the opening of Life 

Hilton hospital, this margin increased to 32.2%. Medical bed days (a subset of total in-hospital bed 

days) in Pietermaritzburg, increased by 29.3% post the new facility opening. This increased the 

relative inefficiency on medical bed days in the region from 32.9% to 55.7%. 

 

79. This analysis clearly supports the recommendations for various policy reforms to prevent further 

inappropriate expansion of the supply of hospital beds, in excess of underlying demand.  

 

Chapter 6: Paragraph 253 – 255 and Paragraphs 270 - 273 

 

80. We agree that incentives offered by private hospitals to doctors are inappropriate and may drive 

expenditure, with a detrimental effect on competition and consumer welfare. We also agree with the 

finding that facilities compete primarily by attracting practitioners. 

 

81. We believe that amending the HPCSA rules to permit private facilities to employ doctors will 

encourage the development of more transparent and legitimate contracts between hospitals and 

doctors, to the benefit of competition.  We support the recommendations regarding the obligation 

on practitioners and facilities to be transparent (to patients and funders) regarding the nature of 

their relationships. 
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Chapter 6: Paragraphs 299 - 304 

 

82. We support the findings that ARMs are critical tools for stimulating competition in the private 

healthcare market, while improving quality and patient satisfaction. This is essential for the long term 

sustainability of the market, and as discussed in the recommendations, supports of the initiatives 

proposed to enhance the development of ARMs in the market.  

 

83. It is currently not feasible for hospitals to take on all aspects of utilisation risk (such as admission rate 

risk), given the independence of the doctor who remains precluded from any ARM contracts due to 

HPCSA rules. As correctly identified, this has also stalled the success of ARMs.  

 

84. As the HMI has rightly recognised, the lack of standardised quality outcomes data is another 

constraint to the progression of ARMs in the market. Despite this, as demonstrated to the HMI in our 

previous submissions, DH incorporates quality measures into some network arrangements, 

including those for GP networks, pharmacy networks and in certain specialist reimbursement 

arrangements. The establishment of standardised industry quality indicators, and the obligation of 

providers to participate in quality measurement initiatives will enhance the effectiveness of these 

ARMs.   

 

Chapter 6: Paragraph 328 -329 and Paragraph 551 

 

85. As the HMI has correctly identified, limited and inconsistent growth in the local day clinic market has 

not enabled cost-efficiencies to be realised to the extent observed internationally. The HMI is also 

correct in recognising that certain procedures currently being performed in acute facilities could be 

transferred to a day clinic setting. 

 

86. In our view, the reason for the slow transition of patients from the more costly acute setting to the 

efficient day clinic setting is largely due to doctor preferences, with many still preferring the 

convenience offered by the acute facility, over any financial incentives offered by funders to 

encourage them to operate in more appropriate and lower cost settings.  

 

87. DH remains committed to enabling the development of these alternative models of care delivery to 

promote cost-efficiencies in the system.  DH is currently working with our scheme clients to 

implement benefit related incentives and education initiatives to encourage the appropriate use of 

day clinics.  

 

Chapter 6: Paragraph 353 and Paragraph 355  

 

88. DH initiated an investigation into surgical pricing during 2001 and 2002, and this was formally raised 

with medical suppliers and all hospital groups. Around 2003/4, DH reached agreement with two of 

the major hospital groups to remove all rebates from medical devices and equipment and to charge 

DH client schemes the net acquisition price (NAP) for every item.  The net effect of this was 

immediately beneficial for DH’s client schemes, and proved enduringly advantageous due to the far 

lower increase in device inflation thereafter (as a result of the removal of the perverse incentive on 

hospitals to inflate prices to gain higher rebates). The ‘scandal’ referred to by the HMI in 2007/8 was 

in fact a result of efforts by DH to pressure the third hospital group to agree to eliminating surgical 

rebates. This was ultimately successful. In all cases, DH adjusted the ward and theatre fees to some 
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extent, with substantial net benefit to the schemes administered by DH. We do not understand the 

basis for labelling these agreements as ‘anti-competitive’. In fact, the new arrangements clarified 

historically opaque and perverse hospital billing, resulted in immediate net benefit to the schemes 

under management and also supported better control of hospital accounts going forward. 

  

89. We are not aware or privy to the agreements between the three major hospital groups and other 

schemes or administrators and therefore cannot comment on whether rebates still persist in the 

contracts between one or more of the three major groups and other schemes. 

 

90. In respect of schemes administered by DH, independent hospitals contracted through the National 

Hospital Network (NHN), negotiating under a dispensation from the Competition Commission, 

agreed to charge no greater than the iQuest price list, which they warranted to be the net acquisition 

price for surgical items. However considering the relative pricing inefficiency of the iQuest price list 

compared to the rest of the hospital market, DH has continued to negotiate with the NHN to improve 

these prices through more sophisticated procurement. With effect from 1 January 2018, DH 

concluded a risk-sharing agreement with the NHN which takes surgical prices into account.  

 

Chapter 6: Paragraph 376 - 396 

 

91. We do not agree with the HMI’s analysis of the impact of high hospital concentration on healthcare 

expenditure. This analysis relies solely on correlations between utilisation rates and hospital 

concentration measures to draw conclusions, despite the correlations being quite poor. Further, 

given that correlation does not imply causation, these results should be interpreted with caution and 

should not be relied on to draw recommendations. 

 

Chapter 6: Paragraph 428 

 

92. The analysis showing that ICU admission rates across the private sector are higher than expected is 

consistent with our experience that we do find it challenging to manage ICU utilisation despite 

extensive efforts in this regard.  This is even more the case for PMBs.   This challenge is exacerbated 

by the FFS reimbursement model and ARMs would be a valuable tool to address this. 

 

5. Healthcare Practitioner Market 
 

Chapter 7: Paragraphs 13 – 35  

 

93. We agree with the findings that the absolute level of medical practitioners per insured capita is low, 

and that there is a skewed geographic distribution of providers with a higher concentration in higher 

income urban areas. We also concur with the finding that there is an inappropriate use of specialists.  

As identified by the HMI, this is largely due to the lack of effective GP gatekeeper models, as well as 

constraints on team based care due to HPCSA regulations. We also believe that there is an absolute 

shortage of specialists in several disciplines and that the inappropriate use of specialists aggravates 

this problem, rather than being the sole cause thereof.  
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Chapter 7: Paragraphs 221 - 287 

 

94. We support the findings that the HPCSA is not consistent in the application of rules that allow 

medical practitioners to hold shares in private facilities, yet prohibits these facilities from employing 

them. It is also concerning that the HPCSA’s rules on hospital shareholding are not consistently 

enforced.  

 

95. We agree that the prohibition of employment of doctors compels facilities to offer other forms of 

incentives in order to attract and retain doctors at their facilities. These incentives increase the cost 

of care and promote inefficiencies in the system, at the patients’ expense.  

 

96. We also agree that the prohibition on the employment of doctors has hindered the development of 

team based care and associated ARM models that are flourishing internationally as a mechanism to 

contain healthcare costs; and also that the HPCSA’s fixation regarding the professional autonomy 

of practitioners is unwarranted, given that it is not unethical for doctors to take into account the 

financial consequences on their patients of their medical decisions. In this light, we strongly support 

the finding that the benefits of permitting the employment of practitioners and the development of 

multi-disciplinary teams (on a voluntary basis) far outweighs the potential risks.  

 

97. We also agree with the findings on inefficient complaints procedures, the lack of effective sanctions 

and penalties imposed by the HPCSA and severe governance problems in the HPCSA. We fully 

support all the suggestions made to improve governance and operational efficiency of the HPCSA.  

 

Chapter 7: Paragraphs 296 -308 

 

98. We support the findings that the fragmentation in the healthcare practitioner market, the reliance 

on fee-for-service reimbursement, the absence of reference prices, together with the PMB 

regulatory obligation to pay all services at cost has severely hindered funders’ ability to contain 

prices and utilisation of care provided by practitioners. As such, funders effectively have very limited 

bargaining power in respect of PMBs. 

 

99. We agree with the findings of the prevalence of practices where practitioners up-code non-PMBs to 

PMBs in order to qualify for funding. 

 

100. As the HMI correctly identifies, this is exacerbated by the delayed review of the PMB list, the 

absence of centralised coding mechanisms, and the inadequate training of medical practitioners on 

the economic consequences of medical decision making. As discussed in the recommendations 

section, we support the suggestions made by the HMI to address these market failures.  

 

101. We disagree with the HMI that funders are comfortable with the existing contracting models in 

the market. There is little incentive for practitioners to innovate to improve quality or costs, given 

the FFS environment and current PMB regulations. The HPCSA rules further inhibit innovation. 

Notwithstanding these obstacles, DH has worked hard and continues to work hard to innovate in 

the contracting space, and to introduce value based contracting models wherever we can find willing 

partners. We strongly support the suggestions that new delivery models of care such as multi-

disciplinary group practices and risk sharing models be introduced to enhance efficiency. However, 

as the HMI has correctly identified, the development of these models require the abolishment of 

the HPSCA rules on the prohibition of employment of practitioners by private facilities.  
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102. We agree that information asymmetry together with the third party payer problem, makes 

patients insensitive to price. We also agree that patients have no metric against which to measure 

quality and thus the value of the care they receive. This highlights the reliance on funders to ensure 

strategic purchasing on behalf of members, to ensure they receive the best quality of care at 

competitive prices.  

 

 

6. Expenditure Analysis: Overall Cost Trends 

THE HMI’S ATTRIBUTION ANALYSIS 

103. Our reservations on the methodology used in the attribution analysis of healthcare expenditure, 

(highlighted in our submission of 28 February 2018) remain largely unaddressed. We thus continue 

to believe that that the results cannot be used to support the conclusions in the Provisional Report.  

 

104. The key shortcomings of the attribution analysis can be summarised as follows: 

 Plan-mix has not been properly accounted for. This has the effect of underestimating demand 

side drivers of inflation and the actual escalation in costs of cover experienced by members. 

 Factors that are noted as “explained” include factors that can be influenced by market 

interventions. For example, the disease profile factor reflects mainly anti-selection, which could 

be reduced by mandatory membership or tighter underwriting. 

 The use of annual exposure instead of monthly exposure results in the double counting of 

switching members, and has impaired the analysis of new members. In addition, since the 

overstatement of exposure is not uniform over the period, the trends have been distorted. 

 Inadequate diagnosis coding has distorted the disease profile. 

 The case mix adjustment for hospital analysis appears to have used only 177 categories and this 

will have limited the effectiveness in making event costs comparable across different facilities 

and groups of members. 

 The publication of results with PMB flags based solely on diagnosis coding without clarifying that  

some of these claims may not actually be eligible for PMB cover. 

 The difference between claimed amount and paid amount is not necessarily a member liability 

as implied by the reports. We have demonstrated that in more than half of these cases, neither 

the member nor the scheme is liable. 

 Some of the datasets provided by funders to the HMI for this analysis were incomplete. 

Incomplete datasets may introduce an element of bias in the results obtained.  

 

105. As suggested in our previous submission, the HMI should seek corroborating evidence from 

other sources, or from more detailed analysis of more reliable subsets of the data.  The HMI appears 

not to have taken the opportunity to use the data submitted by provider groups for corroboration 

purposes. 

 

106.   
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107. Figure 22 below apportions DHMS claims inflation (on a plan mix adjusted basis) between supply 

side (including new technology, new hospital beds, changes in doctors’ practicing behaviour etc.) 

and demand side factors (demographic factors) for the period 2010 -2018. 
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Figure 2: Annualised Claims Inflation on a Plan Mix Adjusted Basis (2008 – 2017) for DHMS 

 

 

108. From DHMS’s experience, it is evident that demand side factors account for 1.9% of the 2.8% 

(59.6%) of the increase in utilisation observed. The residual 1.9% (40.4%) is what we would attribute 

to supply side factors. This is in contrast to the HMI’s findings4 where it is estimated that demand 

side factors account for 1.48% of the 3.64% increase in utilisation observed (40.7%), with the 

unexplained accounting for the rest. When the broad disease burden is used, demographic factors 

account for 2.97% of the 3.64% increase in observed utilisation (81.5%).   Since the broad disease 

definition is based on treatment provided, the supply side factors are conflated with the 

demographic factors under this analysis. 

 

109. The narrow and broad disease burden measures are thus appropriate in different analyses. For 

example, in the hospital attribution analysis, we concur with the HMI that the narrow disease burden 

is a more appropriate methodology since the broad disease burden conflates the supply side 

factors.  This is largely the result of the hospi-centric nature of the PMBs that create the perverse 

incentive for up-coding. 

 

110. Further, even with more effective case mix adjustment mechanisms, the impact of the demand 

side factors will always be conflated with supply side elements. For example, improved case-mix 

adjustment cannot isolate the impact of PMB up-coding from the demand side factors. This will have 

the effect of conflating the demand side factor. 

 

EXPENDITURE ANALYSIS REPORT 3: PRESCRIBED MINIMUM BENEFITS 
 

111. We noted our reservations concerning the analysis of PMB costs in our submission of 28 February 

2018, which highlighted the complexity associated with identifying eligible claims, as well as the 

challenges in managing these costs.  We are most concerned that results have been published per 

funder without clarifying that the PMB flags used in the analysis do not definitively indicate eligibility 

for PMBs (since ICD10 codes alone are insufficient to definitively identify a PMB condition). There 

should also be no difference between the PMB flag and PMBD results based on the original data 

specification provided by the HMI. This renders the results presented in the HMI’s Annexure 3 

unreliable and misleading.  In particular we note that Tables 17, 22, 27 and 32 of the HMI’s Annexure 

                                                        
4 As per Table 25, page 16 of the Expenditure Analysis Report 6: Funder Analyses 
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3 have not been withdrawn as we previously requested. These tables are clearly incorrect and have 

the potential to cause reputational damage.   We therefore reiterate our request that these be 

removed from the Final Report unless the HMI updates their analysis to address these material 

methodological shortcomings. 

 

112. We disagree with the finding that PMBs are not a primary driver of cost escalation. This is in direct 

contradiction of our extensive data representing a substantial share of the total scheme market, 

which clearly demonstrates that the hospi-centric nature of PMBs, together with the obligation to 

pay PMBs at cost, result in PMBs being one of the most significant drivers of rising scheme costs. 

We do not understand how the HMI could have reached any other conclusion.  

 

113. Figure 3 below shows the percentage of total claims paid from risk made up of PMBs. From the 

graph it is evident that PMBs have been accounting for an increasing proportion of risk claims over 

the last 10 years, with PMBs now accounting for more than 64% of total risk claims in 2017.   

 

Figure 3: The proportion of total risk claims paid made up of PMBs 2008 -2017 (DHMS) 

 

 

114. Further, Figure 4 below highlights that PMB claims are increasing at higher rates that non-PMB 

claims. This then contributes to PMBs accounting for a larger proportion of total claims paid (as 

illustrated in the Figure above). 
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Figure 4: Increase in amount paid from risk (PLPM) 2009 – 2017 (DHMS) 

 

 

 

115. With respect to the observations that medical schemes are ‘dumping’ non-PMB patients with 

exhausted limits on the State, it is important to note that medical schemes provide voluntary 

supplementary cover purchased by citizens who are also entitled to use state facilities. 

Unfortunately the high cost of comprehensive cover means that some members purchase limited 

cover, leading to limited benefits being exhausted with subsequent treatment in the State. Rather 

than seeing this as ‘dumping’ by schemes, this trend could be seen as scheme members using their 

own funds which reduces the burden on the State, and then in a very small number of cases, having 

to use the State when their limited benefits are exhausted.  We also wish to note that all of DHMS’s 

plans and the vast majority of plans of our client schemes provide unlimited private hospital cover 

which avoids any need for patients to use state facilities except in very isolated situations, for 

example during a waiting period when there is no hospital cover.  

 

ANTI-SELECTION – CHAPTER 5: PARAGRAPHS 139 - 170 
 

116. The conclusion that anti selection is not a significant factor in driving claims inflation is simply 

wrong. DH and many other parties provided extensive evidence of the substantial extent of anti-

selection in the medical schemes environment and the HMI has not provided any evidence or 

arguments to contradict this extensive body of evidence. It is well proven fact that, at least for DHMS, 

and almost certainly for most other open schemes and many restricted schemes, anti-selection is a 

major and growing trend, which makes a material contribution to the annual increase in demand 

side utilisation and hence claims inflation. For the 2017 year, we estimate that anti-selection 

accounted for 17%-23% of total claims inflation for the year.  

 

117. The Provisional Report recognizes that anti-selection is prevalent in the manner in which 

members buy down, that this has detrimental financial implications for medical schemes and that 

selection effects decrease the range and depth of services provided. Despite this, the HMI has 

concluded that, “to the extent that anti-selection occurs, it does not contribute to annual claims 

increases.” This conclusion is fundamentally incorrect. As discussed above, the failure to identify the 
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very significant anti-selection effects on claims is due to serious problems in the analytic approach 

used by the HMI, and this has resulted in these incorrect and very misleading conclusions.  

 

118. DH has made extensive submissions to the HMI demonstrating the substantial impact of anti-

selection on claims inflation. We summarise this data again in Annexure 1.  

 

CHAPTER 8: EXCESSIVE UTILISATION AND SUPPLY INDUCED DEMAND 
 

119. The HMI correctly identifies that the majority of the increase in claim expenditure is due to 

increased expenditure by medical schemes on private hospitals and specialists. As discussed in our 

previous submissions, this is as expected and is largely due to the FFS framework and hospi-centric 

nature of PMBs. These trends are being aggravated by the expansion of private hospital beds, 

leading to substantial increases in hospital and specialist utilisation. 

 

120. The attribution analysis incorrectly concludes that this increase in hospital and specialist 

expenditure is largely attributable to supply side factors, and particularly supply induced demand. 

While supply side factors are material, the analysis and conclusions are inaccurate in their under 

emphasis of the demand side factors, including demographic deterioration due to anti-selection.  

 

121. In addition, there are a number of technical methodological concerns with the supply-induced 

demand analysis for facilities, which undermine the validity of the conclusions, which cannot be 

relied upon until these are addressed. These concerns include: 

 The analysis is based on municipalities and not on the catchment areas determined elsewhere 

in the report. 

 The analysis draws conclusions based on correlation and not causality.  

 The analysis is based on a static view of the market and does not consider the impact of changes 

in an area. 

 

7. HMI’s Recommendations 
 

Paragraph 17 -18 

122. As discussed above, we disagree that competition in the funder market is ineffective or limited. 

The current open scheme market is highly competitive, with all schemes competing actively on the 

basis of the benefits they offer and the contributions charged.  We have demonstrated the level of 

member movements between schemes to support this assertion. 

 

123. Similarly, we have shown that the market for administration contracts for restricted schemes is 

also competitive, with several administrators bidding each time an administration and managed 

care contract is put out to tender.  
 

124. We disagree that schemes and/or their administrators have weak incentives to actively manage 

the cost and quality of healthcare services and products. As noted above, the open scheme market 

is highly competitive, and the only basis on which this competition takes place is the cost of 

contributions and the richness of scheme benefits. As both of these factors are wholly determined 

by the scheme’s claims costs, the only way an open scheme can compete is to ensure that it 

manages claims costs as actively as possible, without compromising access to and quality of care. 
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125. The incomplete implementation of the social solidarity framework is a significant impediment to 

medical schemes being able to manage claim costs effectively, particularly with respect to anti 

selection and to PMBs where the requirement to cover at cost impedes the ability to negotiate 

favourable terms with providers. 

 

126. There is thus no basis for the conclusion that competition in the administrator market is limited.  

This fails to recognize the dynamics of price, quality and member satisfaction that affect how 

members select scheme cover, as well as how schemes make administrator appointments. 

Paragraph 19 

127. We disagree that funders fail to deliver value to consumers and that schemes lack accountability 

to members, and we also disagree that there is any evidence of “a failure of governance that aligns 

scheme interests too closely with that of administrators”. Firstly, the HMI has not provided evidence of 

a generalized failure of governance, and in our view, the majority of schemes are well governed, 

with only a few exceptions. Secondly, in the context of a regulatory regime that requires schemes 

to operate on a not for profit basis, it is critical that the interests of schemes and administrators are 

as closely aligned as possible. The implication of the HMI’s argument here is that better governance 

would see the interests of schemes and administrators not being closely aligned. This once again 

appears to be based on an outdated and narrow, transactional view of contracts between schemes 

and administrators. This fails to take into account the complexity of the contractual relationship 

between these entities and it is hard to see how the outcome of less alignment between schemes 

and administrators would be in the best interests of schemes and their members.  

Paragraph 20 

128. We disagree strongly with the view that “all schemes have failed to adequately manage supply 

induced demand”. As noted above, DH has and continues to manage all aspects of claims utilisation 

including supply induced demand, and our efforts yield significant results. We acknowledge that 

these efforts do not fully control supply induced demand, but do not believe that it is possible for 

administrators and schemes to eliminate all supply induced demand from the market, due to 

structural features of the healthcare market and the impact of PMB legislation. With regards to 

schemes forcing their administrators to manage supply induced demand, none of DH’s clients need 

to do so, as DH actively engages in these efforts as part of our mandate to manage claims cost 

inflation.  

 

129. DH supports the recommendations for the implementation of measures to better manage the 

supply side factors driving utilisation (such as a regulated licensing regime for new facilities). The 

combination of these measures together with funders’ managed care initiatives, may be more 

effective controlling supply induced demand. 

Paragraph 21 

130. As discussed above, the proliferation of benefit plans and product complexity is due to several 

factors, including legislation, market features and the need for schemes to ensure that they can 

adequately meet the widely varying medical needs and financial situations of millions of consumers.   
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131. As the HMI has acknowledged, this product complexity creates a critical role for medical scheme 

brokers, who are licensed to provide consumers with independent information on the best product 

for their healthcare needs and budget. In our experience, brokers play this role effectively for both 

employers and for a proportion of individual scheme members. However, despite the efforts of 

brokers, most consumers tend not to focus on the details of their coverage at the time of their 

purchase decision, and only to focus on these details at the point of needing to access the healthcare 

system.  

Paragraph 22 -24 

132. As discussed above, we disagree with the findings that governance structures of medical 

schemes are failing at a systematic level, leading to poor alignment between for profit 

administrators and non-for profit schemes. The HMI has not provided evidence to support these 

wide ranging and negative allegations against large numbers of scheme trustees. In our experience, 

the trustees of our client schemes take their fiduciary duties extremely seriously and do hold DH to 

account to ensure that the administrator provides all the services required to ensure that scheme 

members obtain the best possible value for money from their scheme. The HMI has also failed to 

inquire as to the counterfactual – what would the situation be in the absence of current efforts by 

administrators on behalf of their scheme clients?  

 

133. The observation that “administrators generally have far more analytical capacity and ‘know how’ than 

schemes” is correct and is a result of the regulatory regime that forces schemes to operate on a not 

for profit basis. However, this does not mean that administrators “generally make decisions on behalf 

of schemes, even on key issues of strategy”. This is simply not the case for all of DHMS’s 19 client 

schemes and likely not the case for many other schemes. We do not understand how the HMI has 

reached this conclusion nor do we see evidence to support this conclusion in the Provisional Report.  

 

134. It is also incorrect to state that the “separation’ between schemes and administrators often seems 

artificial, particularly in the case of large open schemes”. In the case of DH’s client schemes, and we 

believe for many others as well, the governance arrangements ensure full and proper separation 

with each party fulfilling its obligations as required by the law. The HMI has not provided evidence 

to support this conclusion, and as far as we are aware, the HMI has not studied these governance 

arrangements in any depth.  

 

Paragraph 25 - 26 

135. In respect to comparisons of non-healthcare expenditure in paragraph 26, the non-healthcare 

expenditure for restricted schemes is naturally lower than that of open schemes, as restricted 

schemes do not incur marketing and underwriting costs and tend to have lower incidence of fraud 

and non-disclosure due to the mandatory membership of employees. The fact that restricted 

schemes have lower administration costs thus does imply that the alignment between these 

schemes and their administrators is better than in the case of open schemes, as the HMI concludes. 

This is another example of conclusions being drawn on the basis of associations between data 

observations, without proper inquiry as to whether the observed relationship is in any way causal.  

 

136. The comparison of medical schemes’ non-healthcare expenditure levels to the average across 

the OECD countries is inconsistent and inaccurate, as the comparison is between voluntary private 
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insurance systems in South Africa and social/national health insurance systems across the OECD. A 

publication by the World Health Organisation5 compares non-healthcare costs between countries 

with private health insurance companies and countries with Social Security Systems. The analysis 

found that private health insurance administrative costs are roughly three times that of Social 

Security Systems of higher income countries (average administrative costs of between 4% and 7%) 

due to the fundamental differences in design features between these two types of systems. The 

analysis also revealed that lower administrative costs are not necessarily better, and administrative 

expenses should not be judged on the basis of costs alone. Instead, focus should be on the level of 

administrative efficiency in the system, and the value generated by the administrative system to 

achieving health system goals. 

 

137. The assertion made in paragraph 26 stating that, “trustees are generally satisfied with CPI-linked 

increases in member contributions year after year” fails to recognize that CPI is the baseline for 

increases in healthcare input inflation, particularly fees charged by healthcare professionals, which 

is the largest contributor to input costs in the health sector. Even the CMS6 recognizes this feature 

of the market and uses CPI as a reference point when issuing guidelines on expected contribution 

increases for the upcoming year.    

Paragraph 27  

138. We strongly disagree that schemes do not demand information on the costs saved by 

administrators in respect of managed care or fraud interventions. DH regularly provides its client 

schemes with comprehensive reports that allow scheme trustees to assess the value of all 

interventions employed by the administrator including managed care and fraud initiatives as 

illustrated above. We assume that other administrators do the same. We provided several examples 

of these reports to the HMI, and we do not understand how the HMI could have reached this 

conclusion in the face of this evidence.   

Paragraph 30 

139. DH strongly supports all of these recommendations. 

Paragraph 31 

140. DH supports a revised PMB package, where the current specialist and hospital focus of benefits 

is limited to those conditions that are truly required to provide scheme members with protection 

against serious medical conditions. We also support the introduction of a defined package of 

primary care related PMB conditions and treatments.  It is critical that the proposed new primary 

care components of a PMB package do not simply add to the current total cost of PMBs, but that 

they are accommodated by a reduction in the scope of the current PMB package where clinically 

appropriate.  If additional benefits are simply added into the current PMB package, this will greatly 

add to the current cost inflation pressures, further increasing contribution inflation and aggravating 

the lack of affordability for consumers.  It is also critical that the current challenges in interpreting 

                                                        
5 The World Health Organisation, Administrative costs of health insurance schemes: exploring their reasons for variability, 

Discussion Paper Number 8, 2010 
6 CMS. Circular 33 of 2018: Guidance on benefit changes and contribution increases for 2019, 26 July 2018 

http://www.medicalschemes.com/files/Circulars/Circular33of2018.pdf 

 



 

 

 Discovery Ltd. registration number: 1999/007789/06. Companies in the group are authorised financial services providers.  

 Submission on the HMI’s Provisional Report 

of Findings 15 October 2018 

Page 30 of 46 

Confidential  

 

PMBs be addressed through clearer definitions, and also that solutions be found to the current 

requirement for coverage at cost with no capping of fee for service tariffs. 

 

141. We support the development of a standardized base benefit package as a mechanism to promote 

expanded access to cover in a more accessible and transparent manner. While standardization may 

assist consumers when comparing products, it will also constrain the ability of funders to innovate 

and develop products, and hence will dampen competition in the market and reduce consumer 

choice. This may introduce new inefficiencies to the market, inhibiting funders’ responsiveness to 

consumer needs. This may also force members into plans that are either too expensive for them, 

or provide too little cover and will create greater gaps of unmet need in the market, providing an 

opportunity for insurance products (such as gap cover) to proliferate. It will therefore be critical to 

find the appropriate balance in the extent of cover that is included in the standard vs the 

supplementary packages.  

 

142. DH supports the development of supplementary packages, and the potential to risk rate these 

supplementary packages on a fair basis. 

 

143. We support the call for public reporting of the value of ARMs, PPNs and DSPs, provided that such 

reporting always protects commercially sensitive information, and does not undermine competition 

nor inhibit contract negotiation. 

Paragraph 32 

144. The linkage of scheme officer and trustee remuneration to scheme performance may better align 

incentives, but also poses material risks of perverse incentives and short-term decision making, 

which may actually harm members and schemes. Any changes to remuneration principles should 

therefore be carefully studied prior to implementation to ensure an appropriate balance of risks 

and benefits. 

 

145. DH supports the principle of transparency and disclosure on as many metrics of administrator 

and scheme performance as possible. However, such reporting is complex.  As the HMI has 

experienced in the data analysis process, there are widely varying data sources and definitions and 

it will be critical to develop standardized definitions and analytic methods for each metric. Failure 

to do so will lead to distorted reporting, which will create the risk of confusing and misleading 

consumers. Further, as mentioned above, some of this information is likely to be competitively 

sensitive, and publicly reporting on these metrics may hinder funders’ bargaining power with 

providers in future negotiations. Any required reporting must therefore protect commercially 

sensitive information.  

 

146. DH supports the principle that members should not be paying for broker services unless they 

are receiving such services.  Brokers add considerable value in assisting members with navigating 

benefit complexity, both at the time of initial purchase of cover and during the course of the cover 

when they are contemplating benefit plan changes or accessing benefits.  We support the principle 

of members having the opportunity to opt-out of such appointments where they are not getting 

value. The details and logistics of these arrangements require careful attention. In particular, there 

should be a distinction between members joining individually and members joining through an 

employer. For individuals, we recommend that once a member has provided explicit consent for a 
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broker appointment, this consent should remain in place until the member opts out, which the 

member should be able to do at any time. An annual process of confirming broker appointments 

for every member (with cancellations and reinstatements due to non-response) would be onerous 

and expensive.  In the case of employers, it should remain the prerogative of employers to select a 

broker to advise them, and employers should ensure that their employees are aware of the 

appointed broker and that employees are easily able to access the broker and also to give the 

employer feedback on the quality of the broker’s services.  It would be impractical for employers to 

ensure that each employee has given consent to the appointment of the broker.  

Paragraph 33 

147. We support the call for the PMBs to be reviewed regularly as per legislation, to ensure the benefit 

package remains relevant and up to date. 

 

148. We agree that the CMS should be doing more to support the value of risk management initiatives 

implemented by schemes. However, as noted above, the analysis required to assess cost savings is 

complex and requires consistent definitions and methodologies. A collaborative industry process, 

such as ITAP7, could be used to develop an appropriate reporting framework.  It is important that 

such disclosure requirements do not weaken the bargaining power of funders in future 

negotiations.  

 

Paragraph 34 

 

149. The proposal for regionally based schemes will require much greater study. While we see the 

advantage of encouraging both innovation and competition, introducing new schemes on this basis 

may lead to fragmentation of risk pools, and also seems at odds with the scheme consolidation 

policy promoted by the CMS. There is also the risk that this will shift the balance of power between 

schemes and hospitals in the favour of hospitals. 

 

150. Reinsurance is an important risk management tool and we would support its re-introduction. 

However, re-insurance should be made available to all schemes and not only to new entrants since 

this would create an unfair playing field. The medical scheme reinsurance market was essentially 

terminated by the actions of the CMS in the early 2000s, and this market would have to be re-

established.   

 

Paragraph 40 -45 

 

151.  DH supports the finding that the absence of a Risk Adjustment Mechanism (RAM) is a structural 

flaw in the system, undermining the ability of consumers to compare price and value. However, 

while DH firmly supports the implementation of a RAM to level the playing field between schemes, 

we believe that a RAM will not be an effective long-term solution to cost inflation pressures, unless 

there are also measures in place to effectively address the anti-selection trends noted above. The 

RAM will simply better distribute the anti-selection effects across all open and restricted schemes, 

but will not eliminate it from the environment. The most effective solution to anti-selection, and 

hence to the problem of cost inflation, would be to require mandatory cover for a defined set of 

                                                        
7 Industry Technical Advisory Panel 
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common benefits across all schemes for all those in formal employment earning above a defined 

income threshold.  

 

152. We have over the years carried out extensive technical work to support the CMS efforts to 

implement a RAM. From our experience we note that the development of a risk adjustment 

mechanism will require a detailed developmental process, including careful consideration of the 

risk factors to be employed.  This will require extensive data collection and analysis to isolate 

genuine cost drivers and to avoid creating perverse incentives for risk selection.   

 

153. We also wish to note that the application of a RAM does not necessarily require the provision of 

detailed personal information to a central database, and we do not support the collection of such 

sensitive information at beneficiary level.   

 

154. We support the concept of contribution subsidies for lower income members. In addition, the 

CMS should accelerate the introduction of low cost benefit plans within schemes to increase access 

to private healthcare for lower income consumers.  

Paragraph 46 -47 

  

155. DH supports the proposal that supplementary benefits should be available to those wishing to 

purchase additional cover.  

 

156. We also support that these products are risk rated, but this should be done fairly to ensure that 

cover remains accessible to those requiring care the most, while protecting schemes from the risk 

of anti-selection.   

Paragraph 48 – 50  

157. We support the recommendation that the PMBs are reviewed regularly as per legislation, to 

ensure the benefit package remains relevant and up to date. 

 

158. As noted in our commentary on the HMI claims data analysis, it is important to appreciate that 

ICD-10 codes are not adequate on their own for identifying PMBs and this has been a key obstacle 

to ease of understanding.  From our experience, even when providing members with ICD-10 codes 

and formularies for each PMB, this information is often too complex for members to fully 

understand.   

 

159. As pointed out to the HMI in our previous submissions, the manner in which PMBs are defined 

in the regulations makes it difficult to identify a PMB prior to treatment, rendering it very difficult 

for funders to advise patients during the pre-authorisation process if any costs will or wll not be 

covered by the scheme. We do however already provide members with extensive information 

regarding their coverage at the time of authorization and support the recommendation that 

schemes be obliged to do this.  

Paragraph 51 - 53 

160. We disagree with the statement that, “what is not clear [or known to stakeholders] is whether current 

legal provisions against adverse selection (waiting periods and late joiner penalties) offset the financial 
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implications of anti-selection.”  The DH and DHMS submissions have furnished the HMI with extensive 

evidence that the current protection mechanisms are wholly inadequate to offset the effects of anti-

selection. It should therefore be clear to the HMI that the current mechanisms do not offset anti 

selection, and that they need to be strengthened considerably by: 

 Increasing general waiting periods from 3 months to 6 months or even 12 months  

 Increasing condition specific waiting periods from 12 months to 18 months.  

 PMBs should not be payable during general waiting periods  

 Cost neutral Late Joiner Penalties (“LJP”) should be implemented, with the LJP for new joiners 

above age 60 increasing to 105%.  

 Benefit plan upgrades should be underwritten using the same rules as proposed for the 

underwriting of new members. 

 Removing the current provisions of the Act that allow employer groups to join schemes without 

underwriting on 1 January of each year.  

 

161. As discussed above, the HMI analysis has resulted in an overestimation of the level of supply 

induced demand and an under-estimation of the extent of anti-selection in the market. In our view, 

a more accurate analysis would have made clear the profound impact of anti-selection on claims 

cost inflation, and would have led the HMI to more strongly support the introduction of mandatary 

cover. Along with risk equalization, mandatory cover is a key feature of a social solidarity framework. 

In our view, the HMI should therefore recommend a planned pathway towards mandatory cover, in 

concert with implementation of the HMI’s other recommendations to address the structural 

problems it has identified. 

 

162. We support the concept of contribution discounts to those below age 35, but it is critical to note 

that there is a real risk that the costs of this will not be fully funded by the number of new young 

joiners. This will then mean that the costs of the contribution discount will have to be borne by older 

members. This will erode risk-cross subsidies from the young to the old inherent in the social 

solidarity framework of medical schemes. Further, current late joiner penalties are already acting as 

a form of premium discount to those below age 35, yet they have proved to be unsuccessful in 

attracting young lives into the medical scheme environment. Any contribution discount to attract 

new young joiners should thus be very carefully designed, together with schemes and 

administrators, to ensure that the benefits outweigh the costs to schemes and their members.  

 

163. We believe that the best mechanism to address the current tendency for young consumers not 

to join schemes is to mandate membership for a defined set of common benefits across all schemes 

for all those in formal employment earning above a defined income threshold. As we have 

previously submitted to the HMI, this influx of healthier and younger lives will have the direct once-

off impact of reducing medical scheme contributions by more than 20%. The improvement in 

demographic profiles of risk pools will provide further resilience to claims volatility and improve the 

long term financial sustainability of the industry. 

Paragraph 54 -55  

164. We support the findings that brokers play a pivotal role in assisting members when navigating 

benefit plans. We further support the HMI’s recommendation for the continued role of brokers in 

the private sector.  As noted above, we support disclosure of fees in this regard as well as the 
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principle that there should be a process that enables members to opt out if they are not receiving 

adequate service.  

 

165. We do not agree that members of a scheme should be able to use a broker who does not have a 

contract with that scheme. The contract between the scheme and the broker provides significant 

governance protection regarding the brokers’ engagement with the scheme and losing this link will 

pose material risks to both the scheme and the members. For example, the governance of current 

contracts ensure payment of broker commission is subject to the fulfilment of broker services by 

individuals of fit and proper status. The absence of such contracts could therefore lead to fraud, 

increased administrative costs and operational complexity.   

 

166. We do not support the proposal that agents who market a specific scheme (“tied agents”) should 

earn lower commissions than independent brokers. The roles played by these brokers in advising 

clients and in servicing their needs after joining are identical, as are their training and regulatory 

licensing requirements. Further, tied agents are expected to have higher overheads and costs in 

new client acquisition due to not being able to present multiple scheme benefit plans. The proposal 

to pay less is therefore counter to current business practices and requirements. There is thus no 

justification for paying tied agents a lower commission rate and the HMI has not provided any 

arguments to justify this unfair recommendation. We are also not aware of any other jurisdictions 

or industries where this approach has been adopted.  

Paragraph 56.1 

167. We have noted above that there are several problems with the analysis of hospital market 

concentration. We have also demonstrated to the HMI, with substantial evidence, that it is the 

number of hospital beds per risk adjusted capita in a region that is of far greater concern than issues 

of market concentration or dominance. This is due to the strongly positive correlation between the 

supply of beds and hospital utilisation. Efforts to dilute concentration in certain regions with the 

introduction of competitors will have the unintended consequence of increasing the supply of 

hospital beds, increasing utilisation of hospital services, increasing scheme costs and concomitantly 

medical scheme contributions. In our view, the costs to schemes and their members of introducing 

large numbers of new hospitals will far outweigh any gains from lower dominance or increased 

competition. Since the point of reducing dominance and/or increasing competition is ultimately to 

benefit consumers, we urge the HMI not to recommend that additional hospital licenses be issued 

even in areas where there appears to be regional dominance and/or lack of competition.     

Paragraph 56.2 

168. We agree with the findings that the current licensing regime for facilities is fragmented and poorly 

enforced, and that it is unscientific and does not consider the underlying demographic need or the 

financial impact of new beds of a region. 

Paragraph 56.5 

169. We strongly support the findings that the HPCSA’s rules are inappropriate and restrictive, with 

self-regulation of the medical profession largely ineffective. In particular we agree that the HPSCAs 

“ethical rules” which prevent private facilities from employing doctors and the development of multi-

disciplinary teams has constrained the development of alternative reimbursement models, and 

hence impaired innovation and competition, to the detriment of medical scheme members.  
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Paragraph 56.10 

170. As mentioned above, while we do recognize that supply induced demand partially explains the 

levels of healthcare inflation observed in the industry, from our evaluation of the supply induced 

demand analysis it appears that the HMI has over-stated the impact of supply induced demand and 

understated the impact of anti-selection (demand side effects). This has the effect of distorting the 

focus of the HMI’s recommendations.   

Paragraph 57 

171. As the HMI has acknowledged, the recommendations proposed on supply side reform require 

amendments to existing legislation and regulations, and in many instances the establishment of 

new authorities. The lengthy legislative process required to enable these reforms may itself act as 

an impediment to reform, leaving the system in status-quo.   We therefore recommend that the 

effectiveness of existing bodies should be enhanced as a first priority before further bodies are 

established. 

Paragraph 60 – 66 

172. We strongly support improved supply-side regulation focused on of the four functions identified 

by the HMI.  However, we are concerned that the proposed Supply Side Regulation of Healthcare 

(SSRH) is highly complex, and that this may prevent it ever being established. Instead, we suggest 

that existing entities that be developed and enhanced to address the functions identified.  

Paragraph 68 - 77 

173. DH supports the proposed principles and approach for a licensing regime for facilities that is 

based on a scientifically sound methodology and that is implemented consistently across the 

country. We also support the consultative nature of the proposed process, which will allow all 

stakeholders including funders an opportunity to participate in the licensing process.  

Paragraph 79- 81 

174. The HMI recognizes the complexity involved in addressing market concentration issues through 

invasive measures such as caps on market share, moratoria or divestment requirements. All of 

these are likely to have adverse unintended consequences.  Instead, regulatory intervention should 

be focused on enabling an environment to foster competition and efficiency with an appropriate 

licensing regime for new facilities, incentives for ARM contracting and the development of models 

that promote alternative levels of care facilitated. 

 

175. As mentioned above, most emphasis should be placed on the number of hospital beds per 

insured capita on a risk adjusted basis, not on the hospital concentration within a region. We have 

provided extensive evidence that due to the unique characteristics of healthcare markets, efforts to 

reduce the concentration within a region by introducing a new hospital will have the effect of 

increasing hospital utilisation and medical scheme costs.  

Paragraph 84 -100 

176. We support all of the detailed recommendations regarding the allocation of practice numbers, 

economic value assessments and health services monitoring.  
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Paragraph 101 – 130  

177. We support an organised and collective negotiation process for the updating and maintenance 

of billing codes for individual health professionals as well other healthcare service providers, such 

as hospital and pathology groups.   

 

178. There are a number of components to a coding structure: 1) the actual code; 2) a detailed 

description of the code; 3) the relative value unit which indicates the value of the 

procedure/condition relative to other codes; and 4) the tariff component which is the rate or price.  

Only the last component has a price attached to it and only this component would be discussed in 

a tariff setting process. The other three components are however crucial to code determination and 

maintenance, and urgently require organised and collective arrangements to allow for updating and 

maintenance.  

 

179. We support the principles for pricing of health services outlined in paragraph 105, and we agree 

that regulatory intervention is necessary to contain tariff inflation, especially with regards to PMBs 

where schemes are obligated to pay PMBs in full. 

 

180. The establishment of non-binding reference prices for all providers for both PMBs and non-PMBs 

will stimulate innovation in contracting, providing an incentive for providers to accelerate the 

development of effective ARMs.  

 

181. We also support the proposals for a maximum fee for service (FFS) tariff for PMB services, with 

no balance billing, without constraining the opportunity for bilateral arrangements. We believe this 

is a fair and balanced approach to ensure the provider market remains competitive, while improving 

sustainability in the funder market.    

   

182. We support the concept of multi-lateral price negotiation framework to determine FFS tariffs, and 

the principle that the tariffs resulting from this annual process should represent regulated 

maximum rates for PMBs (with no balance billing), and non-binding reference tariffs for non-PMBs.  

 

183. We strongly prefer Proposal 2 (with tariffs are determined by collective negotiations between 

stakeholders themselves) over Proposal 1, as stakeholders will be directly able to influence the 

negotiation process and resultant tariff rates and are therefore more likely to engage actively in the 

process and also less likely to challenge the outcomes.  

 

184. We do not support Proposal 1 with regulated pricing by the SSRH. This gives too much power to 

the SSRH, and will therefore be too open to political interference. It will also fail to engender trust 

by stakeholders in the process, particularly in light of the difficult history of tariff setting over the 

past 15 years.   

 

185. We support the concept of binding determination by an arbitrator when the parties cannot reach 

agreement. However, it is also critical that the arbitrator be entirely independent and free of political 

influence. To achieve this, we recommend that the arbitrator be agreed upon between the parties, 

and that arbitrator should only be externally appointed where the parties fail to agree on an 

arbitrator between themselves.  
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Paragraph 131-136 

186. We support the recommendation that bilateral negotiations be the main contract negotiation 

modus operandi between funders and funders and corporate providers (facilities and pathologists) 

for both fee for service and ARM based agreements.   

Paragraph 137-140 

187. Given the extent of the mandate of the proposed SSRH, its effectiveness will depend on the 

soundness of its governance framework. The SSRH should be an independent authority, able to 

make impartial decisions without political influence. We recommend that the board of the SSRH be 

appointed by and accountable directly to Parliament, and not to the Minister of Health. This will 

reduce the risk of political interference in the affairs of the SSRH.  

188. The proposed structure of the SSRH is highly complex, which poses significant implementation 

risks in an environment of constrained public sector competency. Creating a new regulator of this 

scope will require significant investment of financial and human resources. These costs will be borne 

directly by medical scheme members in the form of higher contribution rates. Moreover, as 

acknowledged by the HMI, it will also require substantial amendments to existing legislation and 

regulations, which in itself is a lengthy process. These factors may hinder the establishment of such 

an authority, entrenching the status quo.  

189. For these reasons, we recommend that, instead of creating a new entity to fulfil these functions, 

existing institutions should be expanded and mandated to carry out these functions. For example, 

the functions of the health services monitoring unit could be performed by collaborations between 

existing organisations such as the Health Quality Association (HQA) and the Council for Health 

Services Accreditation of South Africa (COHSASA). The SSRH could then provide high level regulatory 

oversight to these institutions without having to perform these functions themselves.  

 

190. Lastly, the HMI is silent on how the SSRH is intended to function under NHI, given that current 

NHI proposals suggest the development of similar establishments to perform comparable functions 

across the public and private sectors. This duplication of regulatory bodies will not only be wasteful 

in terms of resources, but will introduce further complexity to the system, especially if these 

regulatory authorities are unaligned.  

Paragraph 141-146 

191. DH concurs with the finding that FFS reimbursement transfers the entire utilisation risk to 

funders and members, and that this is inflationary. We support the recommendation for a transition 

from FFS to alternative reimbursement models in contracting arrangements. The recommendations 

to change the HPCSA rules to allow for the employment of doctors by private facilities and multi-

disciplinary teams will accelerate the transition to innovative contracting models. 

Paragraph 147-151 

192. We agree that standardized coding systems are an absolute requirement for the healthcare 

system. However, we disagree with that the responsibility for the management of coding systems 

should reside within the SSRH, and instead suggest that this be the responsibility of the same 

multilateral forum (including schemes, administrators/MCOs and representatives of health 

professionals) as proposed in Proposal 2 for tariff setting.  Funders and providers themselves would 
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be best suited to perform this role, given their insight into the complexities of coding from their daily 

experience of contracting, with CMS playing an oversight role. 

 

193. We agree that no coding system should be the exclusive property of any one group of 

stakeholders (as is currently the case with SAMA and CPT codes). 

 

Paragraph 152-155 

194. We support the general principles outlined for provider networks with the exception of 

paragraphs 155.6 and 155.9.  Paragraph 155.6 is contradictory. It stipulates that any provider willing 

to match the price of a network provider must be included in the network, yet it goes on to say that 

selective contracting based on volumes, price and quality must be allowed for ARMs to be effective. 

These two requirements are not compatible with each other. The HMI recommends that network 

arrangements, “measure, monitor and reward delivery of quality care.” Therefore if a provider is able 

to match price but not the quality of a competitor, funders should be able to exclude that provider 

and to restrict the network to the provider providing better quality of care, or on the basis of any 

other factor that the funder may deem relevant to improve the delivery of care. We thus not do 

support the proposal that any provider able to match the FFS tariff should be accommodated in the 

network. Instead we suggest that any provider willing to meet all network requirements, including 

tariff, quality and other requirements, should be able to participate in the network. DH currently 

applies this ‘any willing provider’ principle in the construction of provider networks.    

 

195. We do not understand the implications of paragraph 155.9. All medical scheme products are sold 

on a national basis, giving members equal access to care regardless of their geographic location for 

uniform contributions. As such, requiring funders to differentiate networks and/or products by 

region may introduce inequity and other adverse effects.  

Paragraph 156 

196. We do not support the recommendation for appointing facility and pathology providers only on 

the basis of open tenders, nor that should the results of such tenders be published. Tender 

processes can be complex and costly, and do not necessarily yield better results than bilateral 

negotiations. Funders should retain the option to use tenders where they deem fit, but to use other 

negotiation approaches as well. Forcing funders to publish the results of tenders will undermine the 

competitiveness of the market, and lead to all prices ultimately converging at a higher level than 

where the results of competitive tenders or other processes remain confidential. We are not aware 

of any other sectors or jurisdictions where commercial entities are forced to publish the outcomes 

of their negotiation processes.  

 

197. We also disagree with the recommendation to limit the term of contracts to two years. This is an 

arbitrary limit, which may increase transactions costs and may limit providers’ appetite to participate 

in risk transfer arrangements. This is particularly relevant for smaller providers, who may prefer 

longer term risk transfer arrangements to protect against short term claims volatility. 

Paragraph 157-169 

198. We agree that more information on quality of care should be provided to consumers than is 

presently the case, but acknowledge that improved quality outcome data is only of one of a range 
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of interventions available to improve consumer empowerment. Further, the establishment of a new 

and separate entity to measure and report on quality outcomes is not necessary given the existing 

infrastructure across the industry, which includes organisations such as HQA, COHSASA, and CMS, 

who all currently collect and report on quality indicators, albeit in a fragmented and uncoordinated 

manner.  

 

199. The HMI is also silent on how the OMRO is expected to function in parallel with the NHI, and does 

not provide evidence as to why a new entity is required when one of the functions of the newly 

established OHSC is to measure and report on quality outcomes across the public and private 

sectors. 

200. In this light, we suggest that instead of a new entity, alignment and collaboration of existing 

organisations can achieve similar outcomes of the envisaged OMRO in a more cost-effective 

manner. Using existing organisations will have the additional advantage of expediting the process, 

with a limited need for legislative amendments and less resistance from stakeholders. 

 

201. In order for the OMRO to have credibility amongst stakeholders it must be sufficiently 

independent from political influence. Should an OMRO be established, it is therefore suggested that 

the board of OMRO be appointed by and accountable to Parliament and not the Minister of Health. 

 

Paragraph 172-173 

202. International literature shows that supply induced demand is particularly difficult to measure, 

with no industry consensus on the definition of supply induced demand. If the CMS intends to 

publish findings on supply induced demand as recommended, it will be critical for the CMS issue 

detailed guidelines on how to measure and report on envisaged supply induced demand metrics.  

Paragraph 174 

203. We fully support the finding that public-private sector contracting need not wait for an NHI, but 

should be implemented immediately to improve efficiencies of both sectors and improve access to 

care.  

Paragraph 175 - 178 

204. DH fully supports the recommendation for radical revision of the HPCSA rules, so as to ensure 

that they do not constrain competition and innovation. In particular, DH supports the rule changes 

to allow for the emergence of multi-disciplinary group practices (sub-rules 7(4) and (5)), the 

development of alternative reimbursement contracting (rules 8 and 8A), and changes to Rule 18 to 

allow for the employment of practitioners by private facilities.  
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Annexure 1: Evidence of anti-selection  
 

1.1. Introduction 

 

1. Our submissions since the inception of the HMI have provided substantial evidence on both a micro 

and macro level of the degree of anti-selection, how manifests in the scheme, and its implications 

on claims experience, contributions and affordability. 

 

2. We have explained to the HMI how the incomplete implementation of social solidarity principles, 

notably open enrolment and community rating without mandatory membership and risk 

equalization, has led to this anti-selection since members are able to join medical schemes with 

limited restrictions. We summarise our findings below. 

 

3. Figure 1 below shows the proportion of beneficiaries for each age band for 2006 vs. 2016 for DHMS. 

Figure 1: DHMS profile by age 2006 vs. 2016

 

 

4. The “twin-peaks” phenomenon membership arises from an apparent lower propensity to cover 

older children as well as children who no longer qualify to be dependents on their parents’ medical 

scheme not taking up membership of their own.  This is likely to be due to affordability and the fact 

that they can enter up to the age of 35 without penalty. 

 

5. Further there is significant anti-selection in the voluntary environment by women in the child- 

bearing years.  The Prescribed Minimum Benefit package includes almost all maternity care, and 

thus, it has become a common phenomenon for women to join a medical scheme to have their 

children and to leave if the children are healthy. 

 

6. From Figure 1, ignoring the effect of changes in chronic disease prevalence and referring to the 

REF2010 table, the financial effect of demographic change from 2006 to 2016 is a 10.4% increase in 

cost. This is compounded by the change in chronic disease prevalence. 
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7. A similar experience is found overall and the provisional report of the Health Market Inquiry includes 

the comparison of medical scheme membership profile in 2006 and 2018. 

Figure 2: Medical scheme profile by age 2006 vs. 2016

 

 

8. On the same basis as noted above (REF2010) the change in the age profile has a financial effect of 

9.5% on the average cost per member per month. Again, this would be compounded by the 

escalating chronic disease prevalence which is well documented in the report of the Council for 

Medical Schemes. 

 

9. The trend in the age profile and chronic profile of DHMS is shown graphically below in Figure 3 and 

Figure 4.  This shows the increasing chronic prevalence across all age bands i.e. chronic prevalence 

is increasing by more than what is explained by ageing. 
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Figure 3: Change in DHMS age profile 2005 -20017

 

 

Figure 4: Change in DHMS chronic profile 2005 - 2017 

  

 

10. Combining the change in the age profile and the increase in chronic prevalence across ages 

increases the escalation in costs calculated with reference to the REF2010 table to 27.2% (before 

any provision for inflation) over the period 2006 to 2016.  This shows the significant effect of the 

change in the age profile and the prevalence of chronic conditions which is influenced by anti-

selection. 
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1.2. Anti-selection driven by benefit design and PMBs 

 

11.  The extensive oncology cover offered by DHMS has led to a significant increase in the oncology 

prevalence rates of the Scheme for both male and female lives as members diagnosed with the 

disease select against the Scheme to access the generous benefits offered that are inaccessible in 

the State. In 2017 alone, approximately 8,000 DHMS members were diagnosed with some form of 

cancer. The number of lives with cancer increased by 242% and 275% for females and males 

respectively between the period 2008 to 2017. This is in stark contrast to national prevalence rates 

of cancer8 where it is estimated that female and male oncology rates have increased by 20.1% and 

23.3% respectively between 2008 and 2014. This higher escalation in the medical scheme population 

illustrates the extent of anti-selection taking place.  

 

12. Figure 5 and Figure 6 below illustrate the increase in oncology prevalence rates by the most 

prevalent types of cancer for females and males respectively.   

Figure 5: Increase in female cancer rates across DHMS between 2008 to 2017 

 

 

Figure 6: Increase in male cancer rates across DHMS betweeen 2008 to 2017 

 

 

13. The increase in oncology prevalence rates, together with the extensive oncology cover provided by 

DHMS has led to significant expenditure for the Scheme.  Figure 7 below, illustrates the annualised 

oncology treatment cost per patient for 2017 for the most expensive diseases. It is estimated that 

between 2011 and 2017, DHMS paid in total of R15bn in cancer claims. 
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Figure 7: Annualised cost per treatment per patient 2017 (R’millions)  

 

 

14. Prevalence rates of other high cost chronic diseases have also increased across the Scheme. 

Hypertension prevalence rates increased 106% between 2008 and 2017, with 12.3% of members 

now being treated for this disease. Similarly, diabetes prevalence rates increased 159% across the 

Scheme between 2008 and 2017. DHMS has also observed an increase in members with mental 

illness of 78% between 2008 and 2017, with a concomitant increase in 58% in the number of 

depression related hospital admissions over the same period. 

  

15. As shown in Table 1, these anti-selective trends particularly in the open scheme environment has 

now led to a severe deterioration in the risk profile of DHMS members, where chronic prevalence 

rates are much higher than industry averages for most high cost chronic diseases. 
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Table 1: Prevalence rates per 1,000 for chronic conditions – DHMS vs industry averages (2016) 
 

 Prevalence rate per 1,000  
 

DHMS Open Schemes 

exl DHMS 

Industry excl 

DHMS 

Hypertension 80.836 97.815 60.143 

Hyperlipidemia 41.219 43.755 25.201 

Diabetes Mellitus 2  24.216 33.943 22.341 

Asthma 17.332 14.308 10.203 

Hypothyroidism 13.664 17.203 9.766 

Coronary Artery Disease 9.740 7.690 3.884 

HIV/AIDS 8.468 17.485 21.677 

Bipolar Mood Disorder 5.799 3.465 1.910 

Cardiomyopathy 5.033 5.335 3.522 

Dysrhythmias 4.498 4.040 1.956 

Epilepsy 4.446 4.588 2.772 

Glaucoma 3.341 4.022 2.026 

Rheumatoid Arthritis 2.914 3.413 2.279 

Diabetes Mellitus 1 1.817 2.572 1.629 

Chronic Obs. Pulmonary 

Disease 

1.560 1.957 0.483 

Parkinson's Disease 0.870 1.090 0.485 

Chronic Renal Disease 0.597 0.625 0.343 

Ulcerative Colitis 0.588 0.526 0.168 

Schizophrenia 0.479 0.459 0.312 

System Lupus Erythematosus 0.470 0.382 0.201 

Crohn's Disease 0.373 0.212 0.089 

Multiple Sclerosis 0.349 0.218 0.083 

Bronchiectasis 0.126 0.091 0.041 

Addison's Disease 0.085 0.074 0.022 

Diabetes Insipidus 0.036 0.022 0.019 

Hemophilia 0.030 0.031 0.005 

Source: CMS Chronic Prevalence report 2017; DHMS data 

 

1.3. Selective membership plan movement  

 

16. Table 2 below shows the claims costs in (PLPM) of members upgrading, downgrading, withdrawing 

and remaining on the same benefit plan for 2017. From Table 2 it is evident that those lives that 

upgrade experience a higher claims experience than those downgrading or remaining on the same 

benefit plan. Similarly, those downgrading experience a lower claims experience than those 

upgrading or remaining on the same benefit plan. The results from Table 2 clearly illustrates the 

anti-selective behaviour in membership movement within the Scheme. 
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Table 2: Cost PLPM to average cost PLPM of the benefit plan by member upgrading, downgrading, 

withdrawing or remaining on the same benefit plan (DHMS 2017)  

DHMS Benefit plan Upgrading  Remaining Downgrading Withdrawing 

Executive 
 

76.5% 57.4% 51.7% 

Comprehensive 132.1% 71.2% 71.5% 56.3% 

Comprehensive Delta 103.2% 70.5% 62.4% 28.6% 

Priority 118.4% 66.6% 57.8% 58.8% 

Saver 106.0% 67.0% 57.5% 54.6% 

Saver Delta 124.8% 64.5% 52.1% 59.2% 

Smart Plan 99.4% 95.0% 152.2% 82.5% 

Core 63.7% 90.8% 71.2% 53.2% 

Core Delta 185.8% 89.6% 130.3% 57.9% 

KeyCare 97.0% 91.0% 0.0% 62.7% 

DHMS total  88.2% 72.6% 74.0% 48.8% 

 

17. The evidence above clearly illustrates that members are able to derive value from medical schemes, 

selecting cover to their advantage at the expense of the medical scheme. This is rational behaviour 

on the part of members since the regulatory framework allows for this.   

 

 


