
 

 

  

 

Competition Commission of South Africa 

The Health Market Inquiry Panel 

Via email:  paulinam@compcom.co.za  

 

7 September 2018 

 

Dear Sir / Madam 

 

COMMENTARY ON THE HEALTH MARKET INQUIRY PROVISIONAL FINDINGS AND 

RECOMMENDATIONS REPORT (“Report”)  

 

Universal Care (Pty) Ltd (“Universal Care”) is an accredited managed care organisation and 

has been providing a broad spectrum of managed care services since 1995. Universal Care 

values the opportunity to comment on the recommendations made by the Health Market 

Inquiry Panel (“Panel”). 

 

Please note that this commentary only pertains to certain aspects of the Report. Matters not 

addressed or commented on must not be construed as either approval or disapproval of such 

matters. The comments below relate to the matters addressed in the Report that Universal 

Care found most pertinent. Comments have been made with reference to the relevant 

paragraph numbers as indicated in the Report. 

 

1 Ad Paragraph 27 – We find no evidence that schemes demand information on the costs 

saved by administrators related to, for example, managed care or fraud control and 

whether the related savings are passed on to scheme members:   

 

1.1 On face value this is a sweeping statement which requires further qualification.  

Although this could be true of some schemes, it is most definitely not true of all 

schemes. 
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1.2 Universal Care provides information on cost savings to all the schemes that it services. 

The cost savings achieved by Universal Care’s managed care services are reflected in 

the quarterly reports provided to the Boards of Trustees. This provides these Boards 

with transparency in terms of the savings achieved by the managed care services, which 

can then be compared to the cost of the services.  

 

1.3 In addition, as part of the accreditation renewal process for managed care 

organisations, which takes place every two years, the Council for Medical Schemes 

(“CMS”) requires each managed care organisation (“MCO”) to comply with a set of 

specific standards. Standard 3.2.3.1 is a structured Cost/Benefit Analysis where the 

MCO is required by the CMS to demonstrate in a Value-Added Template how it achieves 

value through providing access to care, delivering measurable cost savings and ensuring 

quality of care.  

 

1.4 Please refer to the CMS’ website for an example of the standard Value-Added Template: 

https://www.medicalschemes.com/files/Managed%20Care%20Organisations/MHCSel

fEvaluatingChecklist2011.pdf  

 

1.5 An example of the most recent Cost Benefit Analysis (Value Added Template) as 

completed by Universal Care is also available on request subject to the confidentiality 

thereof. 

 

2 Ad Paragraph 29 – Therefore, the panel recommends measures to strengthen 

governance to ensure that schemes place greater pressure on administrators to deliver 

value to members, that members place greater pressure on schemes to improve value 

for money, and measures that enable the regulator (the CMS) to exercise more effective 

oversight over funders: 

 

2.1 Universal Care disagrees that its medical scheme clients demand no accountability from 

it to manage healthcare costs and demonstrate value. Universal Care experiences 

significant (and appropriate) pressure from all our scheme clients to mitigate claims 

inflation.   

https://www.medicalschemes.com/files/Managed%20Care%20Organisations/MHCSelfEvaluatingChecklist2011.pdf
https://www.medicalschemes.com/files/Managed%20Care%20Organisations/MHCSelfEvaluatingChecklist2011.pdf
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2.2 The vigorous CMS accreditation process also requires MCOs to demonstrate how they 

achieve value to members. Please also refer to our comments in paragraph 1 above. 

 

2.3 In addition, due to the highly regulated environment, various reports have to be 

submitted to the CMS. Further overview is supported by on-site CMS evaluations, 

routine CMS compliance inspections, as well as audits by external auditors; both on the 

scheme as well as the MCO and its systems, processes and procedures.  All these 

governance measures have value to the schemes and its members as a key focus area.  

 

3 Ad Paragraph 30 - The Inquiry would like to see an environment in which schemes 

promote alternative models of care that lower healthcare expenditure. This includes:  

 

3.1 Universal Care wholly supports this objective.  

 

3.2 The medical scheme industry is already moving toward alternative models of care as is 

evidenced by the following:  

 

4 Ad paragraph 30.1 - multidisciplinary team-based care:   

 

4.1 Efforts such as the PPO Serve model (an accountable care organisation) and Bundled 

Payment models that are already in place demonstrate that significant efforts are being 

made in the industry to introduce multidisciplinary team- based care. However, this has 

been hindered to a large extent by the HPCSA’s Ethical Rules which has prevented 

several multidisciplinary team arrangements being implemented, as well as the lack of 

tariff codes to enable reimbursement of claims for healthcare provider collaboration 

across various disciplines.   

 

4.2 Currently in South Africa there are over 40 different coding structures used by 

healthcare practitioners to invoice patients/medical schemes/medical insurance for 

healthcare services. This means that medical, dental, hospital, auxiliary and allied 

practices have different codes for the same or similar services. The Board of Healthcare 



4 | P a g e  

Funders (“BHF”), which manages the practice numbers for all healthcare practitioners, 

allow for group practices to be registered, however there is no combined coding 

structure that allows for the billing of a multi-disciplinary consultation. 

  

4.3 For General Practitioners, who bill from the Medical Practitioners coding structure, 

there are 4 main tariff codes to bill for a consultation in the rooms namely, 0190, 0191, 

0192 and 0193. All these codes have the same description and only differ as regards the 

length of the consultation. There is also a tariff code 0130 that allows for a telephonic 

consultation, however the coding structure does not yet cater for the coding of an 

internet/skype consultation. Furthermore, where multi-disciplines are involved in the 

same consultation, the coding structures currently only allow that each discipline bills a 

full consultation from their relevant coding structure. This is not optimal since it 

requires each discipline to bill separately which not only increases the healthcare cost 

but also makes it difficult to split the fees. 

  

4.4 Since the last Reference Price List was published in 2009, each association has been 

mandated by their own members to publish updates to their own coding structure, but 

unfortunately none of the updates have included multi-disciplinary tariff codes. Even 

though this is encouraged by the Act amendments proposed in preparation for NHI, it 

is imperative that coding be considered if these services are to be paid/reimbursed by 

medical schemes or insurers. 

 

4.5 Nevertheless, a number of medical schemes have introduced a Bundled Payment model 

for specific elective procedures such as knee and hip replacements and cataract surgery. 

These Bundled Payments utilise a doctor-driven multidisciplinary team-based care 

approach which is able to lower the cost of care. 

 

5 Ad paragraph 30.2 - investing in models of care where appropriate providers provide 

primary care:   

 

5.1 There are a number of initiatives where this is taking place. For example, General 

Practitioner (GP) Networks are often contracted by medical schemes specifically to 
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provide a package of basic primary care to medical scheme members. These GP 

Networks are often individually contracted on the basis of the “willing and able” 

provider and the GP Network providers are monitored for compliance to their 

contractual obligations. Using GPs instead of specialists to provide primary care is 

considered an appropriate model to lower the cost of care.     

 

5.2  A further example of appropriate providers for primary care is that of pharmacy clinics 

where medical schemes are funding screening (preventative) services provided by 

pharmacy clinics. Such screening services are offered at lower cost than if these were 

to be provided by GPs or specialists.  

 

5.3 In addition, medical schemes encourage the use of pharmacies as appropriate providers 

for primary care by funding pharmacist-initiated treatments, often referred to as “the 

OTC benefit”, where over-the-counter treatments can be obtained from a pharmacy 

and funded by the medical scheme for the treatment of minor ailments.  

 

6 Ad paragraph 30.3 - re-affirming/strengthening the care co-ordinator role of GPs:   

 

6.1 A number of medical schemes are requiring that General Practitioners are the “first port 

of call” and that specialist care may only be accessed by referral from a General 

Practitioner. This supports the concept of co-ordination of care by the GP.  

 

6.2 In addition, it is recognised that a patient should ideally use a single GP (or single GP 

practice) for their medical care. In this way, all care for that patient is coordinated by 

that single GP/GP practice. This model promotes optimal patient care and also prevents 

duplication of effort and costs as can occur when a member uses different providers for 

their care. To meet the objective of a member using a single GP/GP practice to 

coordinate care, a number of medical schemes have designed their benefits and 

scheme rules such that a member is required to select and use a single GP (or GP 

practice) for their care.  Scheme rules are characteristically in place to drive behaviour 

to use a single GP/GP practice of the member’s choice coupled with the requirement 

for referral for specialist care.    



6 | P a g e  

7 Ad paragraph 30.5 - employment of doctors in specific value-based quality-assured 

managed care service provision:   

 

7.1 A number of medical schemes have set up GP Networks where the contractual basis 

requires that the GP charges an agreed fee which is usually lower than their standard 

fee and that they ensure and demonstrate quality of care. To give effect to this 

objective, the MCO profiles the providers based on costs and quality indicators. This 

profiling, often combined with pay-for-performance initiatives, drives value-based 

quality assured managed care provision.   

 

8 Ad paragraph 30.6 - designing alternative reimbursement models that shift more of the 

risk of excess utilisation onto providers: 

 

8.1 Risk-sharing models such as capitation arrangements are provided by certain MCOs 

who are accredited for such by the CMS. These capitation models are carefully designed 

to ensure that GPs participate in risk sharing that avoids over-servicing by providers but 

at the same time ensures that members are not denied access to care. The CMS 

examines and approves every proposed capitation arrangement to ensure that risk 

sharing is fair and to the benefit of the medical scheme and its members.   

 

9 Ad Paragraph 31.4 - That administrators must report publicly on the value and 

outcomes of all ARMs, PPNs and DSP arrangements they have entered into on an 

annual basis. These reports must be presented in a simple and accessible way, so that 

it allows consumers to see how much administrators have saved from these 

arrangements: 

 

9.1 Please consider amending this recommendation by also including specific reference to 

managed care organisations. 
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9.2 Furthermore, the term “consumers” may be construed to mean members. It is doubtful 

if members will have the ability to understand these concepts. We would rather 

propose that reference is made to medical schemes. 

 

9.3 Please also take note that it is the schemes who save on these arrangements and not 

the administrators.   

 

9.4 Whereas Universal Care agrees with this in principle, it would be necessary to specify 

which outcomes are to be measured and the methodology for calculating value, and 

schemes would need to conform to these specifications. This would ensure that the 

results are comparable. Proverbially speaking apples need to be compared with apples. 

 

10 Ad Paragraph 56.1 - The highly concentrated structure of the facilities market. At a 

national level, the three largest hospital groups have a market share of approximately 

90% based on hospital admissions and 83% based on registered beds.8 Also, in the 

majority of local markets, concentration levels are alarmingly high according to several 

recognised metrics commonly used to screen for concentrated markets. One of the 

challenges of this, from a competition perspective, is that it affords the three biggest 

hospital groups “must-have” status in bargaining for contracts with funders which 

reduces funders’ countervailing power: 

 

10.1 Universal Care strongly agrees with the statement that the biggest hospital groups have 

“must-have” status in bargaining for contracts with funders and it is our ongoing 

experience that this unequal bargaining power is to the significant disadvantage of 

medical schemes and to smaller schemes in particular. Due to the size of most medical 

schemes, compared to e.g. hospital groups, the funders are mostly “price takers”. 

 

10.2 As the big hospital groups base their fees and fee increases (in part) on “volumes”, small 

medical schemes are adversely affected when it comes to negotiating favourable fees 

or fee increases.   
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11 Ad Paragraph 56.6 - The lack of consistent and standardised reporting of health 

outcomes: 

 

11.1 The fact that there is a lack of consistent and standardised reporting on outcomes can, 

in part, be attributed to the fact that there is no standard set of health outcomes that 

are agreed upon in the industry and that furthermore the methodology of calculating 

such outcomes is not available or standardised. This highlights the need for a standard 

set of health outcomes (or quality care outcomes) that is under the control of an 

independent Outcomes Authority which will develop the outcomes to be measured and 

the methodology for calculating such outcomes.   

 

12 Ad Paragraph 56.8 - The failure to implement evidence-based guidelines and treatment 

protocols: 

 

12.1 Although the Panel deems that there is a lack of effort by providers of care (supply side) 

to implement evidence-based guidelines and treatment protocols, managed care 

organisations such as ourselves place significant importance on the implementation of 

these guidelines and treatment protocols. In this regard, some MCOs such as ourselves 

drive the application of evidence-based guidelines through pre-authorisation and case 

management activities which engage the providers of care.  

 

13 Ad Paragraph 56.9 - The lack of an effective framework for health resource planning 

and economic value assessments of, for example, new healthcare technology: 

 

13.1 It is not true that there is a lack of an effective framework to perform economic 

assessments of new healthcare technology. An effective framework is in place for 

pharmacoeconomic evaluations. In this regard the Department of Health, in terms of 

Regulation 14 (5) of the Medicines and Related Substances Act, publishes in the 

Government Gazette Guidelines for Pharmacoeconomic Evaluations. This framework 

for assessing new technologies is used in the industry to assess the economic value of 

high cost medicines such as the new biologicals.  
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14 Ad Paragraph 68 - The National Health Act provisions dealing with the issuing of 

certificate of need (CON) need to be implemented in a manner that gives effect to the 

constitutional right of access to healthcare services.9  The Minister may issue 

appropriate regulations for the granting of the CON in line with a centralised national 

licensing framework for all health establishments, including day clinics, hospitals, sub-

acute facilities as well as primary care facilities such as dental surgeries, GP rooms and 

primary care clinics. The extension of the licensing regime beyond acute facilities can 

be implemented over time. Provincial health authorities will remain responsible for 

assessing and granting licences according to the principles set out in the national 

licensing framework: 

 

14.1 It is noted that reference is made to a “centralised national licensing framework for all 

health establishments”. Examples are provided but it is noted that pharmacies are not 

mentioned in these examples. Pharmacies can be regarded as primary care facilities and 

even more so with the increasing trend of nurse-based clinics being situated within 

pharmacies.  

 

14.2 Currently, the Department of Health is responsible for issuing licences for pharmacies. 

This is performed in close collaboration with the Pharmacy Council of South Africa who 

inspect the premises and assess pharmacies for adherence to Good Pharmacy Practice 

for input to the licensing process. The criteria for approving a pharmacy license includes, 

inter alia, the geographic distribution of pharmacies. Factors such as distance from the 

nearest pharmacy as well a population density and/or foot traffic in a shopping mall are 

taken into consideration to ensure that there is not an over-supply of pharmacies in a 

particular area.  

 

14.3 Much of the licensing section in the Report deals with criteria that apply to hospitals 

and day clinics.  Does the Panel envisage that the licensing of pharmacies would be 

moved to this centralised licensing authority?    
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15 Ad Paragraph 92 - To be clear, practice facilities/premises will be licensed by the SSRH 

licensing unit after certification by the OHSC, while regulatory entities like the HPCSA 

remain responsible for the certification of qualified practitioners. Practice numbers will 

only be issued to providers who have valid licences or certification from the relevant 

body: 

 

15.1 How will the licensing of pharmacies be managed as they are not currently certified by 

the OHSC. As a pharmacy can be deemed to be a primary care facility, would this require 

that the certification be moved from the Pharmacy Council to the OHSC?   

 

16 Ad Paragraph 99 - In line with requirements for greater transparency and more 

objective benchmarking, a standard system should be developed to monitor the quality 

and outcomes of healthcare services. This requires the development of standard metrics 

that can be used to analyse the performance of a wide range of facilities and practices: 

 

16.1 Universal Care strongly supports this recommendation. However, in order to be able to 

analyse data to measure outcomes and performance, it is essential that the underlying 

data be accurate and meaningful.  

 

16.2 The very basis of measurement depends on the coding used in the medical records and 

in the claims submitted to the funder. At present there is no single body that officially 

regulates all the codes used in healthcare in South Africa.  

 

16.3 Diagnosis codes (ICD-10 codes) are under the Department of Health which licenses 

these from the World Health Organisation. Clinical procedure codes are managed by 

SAMA as CCSA codes. Medicine codes in the private sector are owned and managed by 

MediKredit but placed in the public domain for use free of charge. NAPPI codes are used 

for medicines in the private sector but are not used in the public sector which has its 

own coding system for medicines. The billing tariff codes (for consultations, surgical and 

diagnostic procedures, as well as therapy tariff codes for auxiliary and allied healthcare 

professionals) were under the Department of Health as the NRPL but this has not been 

maintained since 2009 and currently private organisations such as healthcare 
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professional associations decide what codes will be added or deleted as tariff codes 

pertaining to their area of practice and they propose these to the industry.   

 

16.4 This fragmented, unregulated situation regarding codes used in healthcare leads to 

much confusion and frustration for many stakeholders. Providers decide individually 

what codes they want to use, funders individually decide what codes they are prepared 

to accept. None of these codes are officially regulated.  

 

16.5 The situation with codes as described above often leads to difficulties in collecting, 

analysing and interpreting data. Considering the importance of the very building blocks 

of any outcome or value measurement, the possibility of establishing a body that is 

responsible for overseeing or regulating all codes used in healthcare in South Africa 

should be considered.  

 

16.6 The need for standards applies not only to the various codes used in healthcare, but 

also to data standards, as well as the indicators used for quality/outcome measures. As 

such, the formation of a South African Healthcare Standards Authority should be a 

consideration and should be a precursor to the proposed Outcomes Measurement and 

Reporting Organisation proposed in paragraph 100 of the report.  This Healthcare 

Standards Authority could have a span of responsibility including Standard Treatment 

Guidelines/Approved Clinical Guidelines, data sets, codes and coding systems, and 

process and outcome quality indicators and their respective benchmarks. 

 

17 Ad Paragraph 105.4 - Standardising coding systems to facilitate the monitoring, 

analysis and publication of expenditure trends and health outcomes: 

 

17.1 Universal Care fully supports this recommendation. Please also see our comments 

under paragraph 16 and paragraph 20 in this regard. 
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18 Ad Paragraphs 110 – 111 - Regulated pricing: 

 

18.1 Of the two tariff setting mechanisms proposed by the Panel, Universal Care prefers the 

regulated option of tariffs being set by the SSRH after input from a multilateral forum. 

The alternate multilateral price setting mechanism where stakeholders conduct tariff 

negotiations under a framework and with conditions determined by the SSRH, may be 

open to abuse as a result of the market dominance of the service providers and 

facilities. Universal Care welcomes the fact that tariffs for PMBs will be binding and that 

the tariffs for non-PMBs will have the status of reference tariffs, which may only be 

exceeded if the patient's informed consent has been obtained, or as a result of 

negotiations between service providers and funders. 

 

18.2 Medicines have been subject to regulated pricing for several years: Pharmaceuticals are 

regulated by the Single Exit Price (SEP) which is determined under Regulation 8(1) of 

the Medicines and Related Substances Act which relates to transparent pricing. The SEP 

is a fixed price at which a specific pharmaceutical product must be sold.  In addition, 

dispensing fees (pharmacies and dispensing doctors) are regulated by Section 22G of 

the Medicines and Related Substances Act. The dispensing fees are published from time 

to time in the Government Gazette and are a maximum fee, not a fixed fee.  

 

18.3 Considering the above, it is proposed that whichever system is decided upon to regulate 

pricing in the healthcare industry that this single system should apply to all healthcare 

providers, including medicine providers (pharmaceuticals and dispensing fees). To have 

two different systems regulating pricing in the healthcare industry could be considered 

unfair, if not discriminatory.   

 

18.4 We are of the opinion that the Regulator should be responsible for setting fee-for-

service tariffs (Option 1), with meaningful engagement from stakeholders.  
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18.5 Whereas a maximum fee is recommended in the Report (Paragraph 117), a set or fixed 

fee would enable smaller providers to remain competitive whereas a maximum fee 

allows large providers to offer discounts which cannot be matched by smaller providers.  

 

19 Ad Paragraphs 137 – 140 - Establishment of an independent supply-side regulator for 

healthcare (SSRH): 

 

19.1 Universal Care supports the establishment of a SSRH and the proposed structure and 

urge that this be set up as soon as possible, preferably sooner than the suggested five 

years from date of publication of the final Inquiry report (Paragraph 138).   

 

20 Ad Paragraphs 147 – 151: Coding systems 

 

20.1 Universal Care considers the setting up of a central, standardised coding system under 

the control of an independent body, an urgent priority given the current situation where 

codes are being manipulated, unbundled and used inappropriately and inconsistently – 

all of which contributes to ever-rising healthcare costs.   

 

20.2 However, whilst Universal Care agrees with the recommendation for the SSRH to 

outsource certain parts of its work on coding systems to independent experts, we do 

not necessarily agree that this should be academics per se. The criteria for appointing 

independent experts should include considerable prior experience of working with 

codes and coding within the private sector funding environment in South Africa. 

 

20.3 This highly specialized area requires extensive practical experience in the successful 

implementation and maintenance of coding systems as well as a successful proven track 

record of the application of the coding system within the healthcare system. In this 

regard, the NAPPI coding system is an example of a system that has been tried and 

tested in the private healthcare sector and has successfully met all of the requirements 

of this sector for almost two decades.  

 



14 | P a g e  

20.4 The success of the NAPPI coding system is also attributable to the NAPPI Advisory Board, 

which consists of various stakeholders across the industry, who give practical input on 

specific requirements of the industry.  

 

20.5 Whilst the recommendation of a central, standardised coding system under the control 

of an independent body is supported, a mechanism will be required to ensure that input 

from various stakeholders are considered and implemented where appropriate. For a 

coding system to work, it needs to be robust and policy decisions need to be made 

quickly to ensure that appropriate requirements of the industry are met. 

 

21 Ad Paragraph 155.4 - Network contracts should contain an element of sustainable risk 

transfer: 

 

21.1 One of the major objectives in negotiating and structuring network contracts with 

providers is to ensure that members and beneficiaries (patients) are not exposed to any 

form of co-payments and that accessing the healthcare benefits should be “wallet free”. 

Network contracts with providers should also always contain an element of appropriate 

and sustainable risk transfer to ensure total alignment of the contracted providers with 

the objectives and goals of the healthcare funder. 

 

21.2 The remuneration model utilised and applied for network contracts should be distinctly 

different to the traditional fee-for-service model that is currently the remuneration 

structure in place with most medical schemes/healthcare funders.  Network contracts 

should be structured to avoid the negative consequences of an open fee-for-service 

model, which is well known for unwanted effects of over servicing and unnecessary 

services, while at the same time avoiding the pitfalls of sub-capitation at an individual 

provider level which may result in under servicing.  Instead, a network contract model 

should be established where providers have an opportunity to participate in sharing the 

risk, and to align provider incentives with outcomes expected by medical 

schemes/healthcare funders and their members. 
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21.3 The underlying principle and philosophy in relation to network contracts and the 

manner in which to reimburse healthcare providers should be to establish an 

alternative billing methodology and fee structure aimed at creating an optimal outcome 

for all parties.  The importance of this approach is not to perpetuate the inherent pitfalls 

and perversities that are associated and entrenched in the current fee-for-service 

environment that contributes to the “over servicing” dilemma.  Equally important is not 

to merely transfer a capitated rate to the healthcare provider who does not have the 

expertise, capabilities and/or infrastructure to deal with this, which then invariably 

leads to the “under servicing” dilemma normally associated with a capitation 

environment. But, by the same token, the remuneration structure has to be fair and 

equitable for the healthcare provider as well. 

 

21.4 Network contracts should therefore be developed and designed with a reimbursement 

methodology that strives to achieve an optimal position that will enable a healthcare 

provider to receive adequate and equitable remuneration for appropriate and effective 

quality healthcare services that can be provided in a sustainable manner. 

 

21.5 The network contracting and remuneration methodology should further enable 

healthcare providers with different levels of risk appetite and risk averseness to join a 

contracted network as there should be various remuneration methodology options 

available for the healthcare providers and not, as in many capitation models, a “one size 

fits all” approach.  

 

21.6 Network contracts should further allow for a member or beneficiary to select a provider 

or be allocated to a provider. The remuneration model should ideally cater for the 

following different type of remuneration models: 

 

21.6.1 a fixed fee/global fee per interaction which should include consumables, office 

procedures and medication;  
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21.6.2 a partial risk sharing arrangement which could be structured as a variable 

capitation fee per month per eligible network beneficiary plus a potential fixed 

fee per encounter; 

 

21.6.3 a comprehensive capitation fee arrangement if the provider has sufficient 

infrastructure and capabilities to influence and manage the various service 

delivery components in relation to the risk transfer. 

 

21.7 The following minimum criteria should form the basis of contracting for any network 

contract: 

 

21.7.1 The contracting healthcare provider must be registered with the Health 

Professions Council of South Africa (HPCSA) or the South African Pharmacy 

Council (SAPC) and must be able to provide a valid HPCSA or SAPC issued-

licence as proof of registration; 

 

21.7.2 The Provider must be registered with the Board of Health Care Funders (BHF) 

and have a valid active BHF number in order to claim; 

 

21.7.3 The banking details of the healthcare provider must be supplied and approved 

prior to implementation; 

 

21.7.4 Physical and postal addresses of the healthcare provider and the contracting 

provider must be supplied; 

 

21.7.5 The contracting healthcare provider must sign the Network Provider contract 

prior to being registered on the Provider Network. 

 

21.8 All contracted providers should be contractually required to commit to the following: 

 

21.8.1 No additional professional, administration fees or co-payments may be billed 

to insured persons by the provider; 
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21.8.2 To only claim for and provide services in terms of the relevant benefits and 

Funder rules, and no balance billing is allowed; 

 

21.8.3 To only prescribe medication on the approved medicine formulary, unless prior 

authorisation for prescribing any other medication has been obtained in 

writing; 

 

21.8.4 Adherence to service levels as stipulated in the agreement (e.g. hours of 

service, adherence to clinical protocols, electronic claims submissions and 

branding requirements);  

 

21.8.5 Willingness to be accredited and participation in peer review; 

 

21.8.6 Fees must be invoiced at the agreed contracted fee; and 

 

21.8.7 Willingness to participate in a scheme-specific or an option network model, 

which could include meeting option-specific quality and cost targets in order 

to co-ordinate care and assume responsibility for cost effective total 

healthcare costs. 

 

21.9 Network contracts should further provide providers with the option to contract on an 

“able and willing” basis.  The terms and conditions of a network contract should 

accommodate participation of providers according to the type of services, scope of 

practice (e.g. dispensing vs. non-dispensing practitioners) and practice billing 

methodologies (electronic billing capability vs. conventional paper-based systems) as 

well as ability to accept and manage appropriate and sustainable risk transfer 

arrangements.  Network contracts should make specific provision to ensure compliance 

with medical scheme/healthcare funder rules, the avoidance of co-payments, 

compliance with medicine formularies and other managed care protocols and 

procedures, and ensuring quality control at the source of service provision.  
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21.10 By engaging all providers who are willing to participate, and by encouraging members 

of medical schemes/healthcare funders to nominate or request providers who are not 

yet on a network, to join, facilitates a process of ensuring equitable and meaningful 

access to the best healthcare providers on a national basis, and wherever possible, to 

maintain the doctor-patient relationship which may already be in existence prior to the 

member joining a medical scheme/healthcare funder. 

 

21.11 Network contracts should accommodate providers which operate in all socio-economic 

segments, and in both urban as well as rural areas. Emphasis should be placed on 

encouraging providers who practice in all socio-economic areas to join a network. 

 

22 Ad Paragraph 156.1 - DSP partners should only be appointed after an open tender 

process and results of the process must be lodged with the SSRH and published: 

 

22.1 We do not agree that DSPs should be appointed by a formal tender process. This is 

impractical due to the resource requirements required to conduct tenders which will 

add to the Non-Healthcare Expenses of a medical scheme.  

 

22.2 Furthermore, not many providers, especially small individual (non-corporate) providers 

such as GPs, independent community pharmacies, physiotherapists, etc. have either the 

time or experience to complete tender documentation requirements. As a result, the 

very people who may well be suitable providers for DSP arrangements may miss out on 

the opportunity to be considered a DSP if a formal tender process is used.  

 

22.3 Rather than a formal open tender process, we believe it is preferable to notify all 

providers - by way of websites, advertisements, active recruiting, etc. - that a medical 

scheme is setting up specific DSP arrangements and invites willing and able providers 

to apply for inclusion as a DSP. Application forms can be provided to facilitate this 

simpler and more cost-effective process which enables every willing and able provider 

to be a DSP.  
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22.4 Please note that Universal Care does not support closed DSP arrangements. 

 

23 Ad Paragraph 156.3 - DSP contract arrangements should not be longer than two years. 

We make this recommendation to eliminate evergreen contracts while leaving the door 

open for new entrants to compete. Testing the market regularly in an open manner will 

have a positive effect on competition as well as expenditure in the long run: 

 

23.1 Universal Care does not agree that DSP contracts should have a time limit of two years. 

DSP contracts can be open-ended provided that the Network Manager has systems in 

place to ensure that every DSP provider is monitored on an ongoing basis for 

compliance to their contractual obligations and continues to meet the eligibility criteria 

for being a DSP.  The open-ended nature of the contract does not prevent the medical 

scheme from allowing the DSP arrangement to be available to any willing and able 

provider to join the Network at any stage, and should do so at all times.   

 

24 Ad Paragraph 157 - One of the key competition challenges we identified is that there is 

no reliable information available on health outcomes in the private healthcare sector. 

This information would allow patients to better care and providers. It would also 

improve the ability of healthcare funders to meaningfully compare costs and quality on 

value for money when contracting with providers. Further, providers would be able to 

use these data to track and compare performance and make necessary changes where 

outcomes fall below industry benchmarks: 

 

24.1 It is not true to say there is no reliable information on health outcomes in the private 

sector. An organisation called HQA monitors and publishes information on outcomes 

(quality care indicators) on a regular basis.  

 

24.2 Furthermore, a number of managed care organisations measure key health outcomes 

and provide these in reports to the medical schemes they service. The outcomes 

measured are more population based rather than provider-specific outcomes. 
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25 Ad Paragraph 160 - The Inquiry recommends that the primary objective, in the initial 

period, should be to build capacity to measure and report on patient-centred outcome 

indicators. Other facets of quality such as structure, process, and patient experience 

indicators are less pressing and can be added at a later stage: 

 

25.1 Although patient-centred outcomes are important, quality care process indicators such 

as whether a diabetic has had regular HbA1c testing, an HIV patient is having regular 

viral load monitoring, or women over a certain age are having regular mammograms, 

are equally important. These quality care process outcomes are more easily measured 

without confounding variables which can affect the results obtained in patient-centred 

outcomes. As such, quality care process measures are important and should also 

receive priority attention in the initial phase of outcome measurement and reporting.  

 

26 Ad Paragraph 164.1: The first phase should be a voluntary phase that should be 

completed within 3 – 4 years from the publication of the HMI’s final recommendations. 

During this phase the participation of doctors and facilities is critical: they must take 

the lead to form a collaborative body to oversee a voluntary outcomes measurement 

and reporting system. The body should define standards for South Africa and could 

draw from existing registries and freely available and tested indicators (such as 

ICHOM). Funders, patients’ organisations and regulators must also be encouraged to 

participate in this first voluntary phase:  

 

26.1 As HQA has performed considerable work in the field of quality care outcome measures, 

it is recommend that this body possibly be tasked with setting up and overseeing the 

initial voluntary outcomes measurement and reporting system.  HQA has a Clinical 

Advisory Board in place which consists of medical professionals, actuaries and clinical 

representatives from funders and medical schemes. The Clinical Advisory Board defines 

the indicators to be measured and the expected benchmarks/standards which are 

appropriate for South Africa and which are evidence-based and aligned to international 

benchmarks (e.g. HEDIS).    
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27 Ad Paragraph 164.2 - Providers and funders should take responsibility for financing this 

first phase of voluntary participation. Initiatives for co-funding formulas in the 

Netherlands and Scandinavia may serve as a model: 

 

27.1 Universal Care does not agree that funders and providers should be responsible for 

financing the first phase of voluntary participation in outcome measurement.  Funders, 

in particular, are already under financial constraints and pressures to reduce non-

healthcare expenses.  

 

27.2 It should furthermore be noted that “funders” in the private sector include not only 

medical schemes, but also health insurance companies, occupational health 

organisations, employers and the very many consumers who utilise healthcare in the 

private sector and pay from their own pockets. 

 

27.3 It is our recommendation that a business plan should first be developed in order to 

ascertain the project components, resource requirements and estimated costs. Once 

this has been established, possible sources of funding can be debated.   

 

28 Ad Paragraph 171 - The preferred funding model for the OMRO is a hybrid model with 

levies from schemes being the primary source of funding, complemented by 

government and voluntary funding. However, a large portion of its funding should 

come from healthcare related levies. The exact mechanics of how the model would 

work should be determined by the stakeholders, in consultation with the DoH and the 

National Treasury.  What is essential is that the funding model should guarantee 

organisational independence and continuity of resources: 

 

28.1 Universal Care does not agree that medical schemes should be the primary source of 

funding for the reasons discussed in the point above.  

 

28.2 Funding should be sourced from those who stand to benefit most from this initiative. 

As implied in the Report, this initiative is primarily to empower patients in selecting a 
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provider. As such, we are of the opinion that funding should be by the State in the 

interests of enhancing patient care and empowering patients.   

 

29 Ad Paragraph 176.3 - Rule 18 should be written in a permissive manner and should not 

be interpreted as a blanket ban on the employment of practitioners. There are cases 

where the employment of doctors would support value-based contracting and these 

should be considered on the merits. The inquiry considers that the alignment of medical 

practitioners and hospital interests is too close there and is coincidental benefit of 

increased utilisation of facilities that accrue to both medical practitioners and hospitals. 

At this point, the Inquiry does not advocate unrestricted and unmonitored employment 

of doctors. In the current market, unrestricted employment of doctors could have 

serious unintended consequences for consumers and the industry as a whole. The 

Inquiry recommends that employment of doctors should not be prohibited, but 

employment of doctors should be conditional. There are other forms of employment of 

doctors outside of employment by for-profit private hospitals. Where such employment 

can demonstrate that it is pro-competitive and adds value and that benefits accrue to 

consumers, it should not be encouraged.   The HMI would welcome well-motivated 

proposals where employment of specified categories of doctors by the private sector 

would be a net positive for the sector as a whole: 

 

29.1 Employment of practitioners in certain instances will support value-based contracting 

and ensure that there is total alignment with the healthcare funder’s clinical outcome 

and financial outcome targets and objectives, and therefore facilitate the procurement 

of best healthcare outcomes per expensed Rand. In these specific instances the 

employment of practitioners will enhance pro-competiveness and unlock substantial 

value for the healthcare consumer (patient). 

 

29.2 One specific instance where the employment of doctors will support value-based 

contracting is in the case of a MCO employing doctors. This will enable the MCO to 

negotiate sustainable risk transfer with the healthcare funder, as both variables that 

influence and drive healthcare costs - namely price and utilisation - can be effectively 

and efficiently managed by the MCO if the doctors are in the employ of the MCO. Total 
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alignment in this case can be achieved as it relates to compliance with formularies, 

evidence-based protocols and outcome measures.  

 

29.3 There will also be no perverse incentives in relation to over servicing and unnecessary 

services in this model where the MCO employs doctors, when compared to an open 

fee-for- service model. This model will also negate and avoid the pitfalls of sub-

capitation at an individual provider level with the associated risk of under servicing. 

Doctors will be incentivised in terms of bonuses to achieve healthcare funder specific 

quality and cost targets including referral management in order to co-ordinate care and 

assume responsibility for cost effective total healthcare costs. 

 

29.4 In this model where the MCO employs doctors, the MCO can also leverage economies 

of scale as it relates to expensive equipment, consumables, materials and medicines. 

The fact that there will be no silos between the various provider disciplines (as is the 

case with the current medical service delivery model) considerable wastage and 

duplication can be prevented that will not only unlock savings and lead to more cost-

effective delivery of healthcare services, but the shared clinical information between 

the various employed clinicians will also contribute to better healthcare outcomes as 

part of an integrated healthcare delivery model.   

 

29.5 An MCO that employs doctors will also be in a position to contract as a true Accountable 

Care Organisation with healthcare funders where the doctors that are employed can be 

incentivised to procure and facilitate a state of wellness for a group of patients instead 

of treating illness retrospectively. Doctors collectively are also the ideal stakeholders in 

the medical treatment value chain to negotiate with hospitals as they have the ability 

to effectively manage and influence the various components of hospital costs as it 

relates to appropriate gatekeeping of admissions for hospitalisation, level of care 

required to be provided, length of stay and effective discharge planning.  

 

29.6 Employment of doctors by MCOs will also provide the MCOs with an effective 

negotiating tool to leverage, on behalf of healthcare funders, pro-competitive 

arrangements with hospital groups that will ultimately unlock benefits and value for the 
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healthcare consumer (patient). Specifically, in the South African healthcare 

environment where the 3 major hospital groups have such a dominant market position, 

the balance of power for negotiating more cost-effective hospital tariffs and 

arrangements will be more normalised if MCOs can employ doctors who are, in effect, 

the customers of the hospital groups. 

 

29.7 The employment of doctors will reduce the supplier-induced demand impact on 

healthcare utilisation and costs. In the current healthcare system supplier induced 

demand as a result of information asymmetries, third-party payer effects and imperfect 

agency relationships means healthcare providers are able to drive up the demand for 

medical goods and services. 

 

29.8 It is important to emphasize that, at an MCO that employs doctors, the health care 

professionals should at all times act in the best interest of the patient and place the 

clinical needs of the patient paramount. To this end, the health care professional should 

always try to avoid potential conflict of interests and maintain professional autonomy, 

independence and commitment to the appropriate professional and ethical norms. 

 

29.9 The employment of doctors by hospital groups will not be pro-competitive or unlock 

additional value for the healthcare consumers (patients) unless the hospital becomes a 

cost centre in the entire value-chain of the medical service delivery model such as is the 

case with mine hospitals operated by the mining groups for their mine employees or 

where the hospital is owned and operated by a traditional HMO entity where the HMO 

assumes overall responsibility for cost and quality of an Employer’s workforce and their 

beneficiaries. 

 

29.10 The tried and tested HMO staff model as well as the MCO employing doctors model, if 

implemented efficiently, has the potential to fill the gaps left by public and private 

health care, thus contributing to the health and, ultimately, the wealth of South Africa 

as it benefits one of the most disaffected parts of the labour force in this country.  This 

cannot be over-emphasised. The health delivery systems in the mining and industrial 

sectors bear testament to the real possibility that health care costs can be contained 
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and that access to superior health care, even by the most marginalised sectors of the 

South African community, can be achieved through the implementation of these 

models. The affordability of these models is, however, premised on the employment of 

medical practitioners.  

 

30      Conclusion 

Universal Care wishes to commend the Panel on the execution of this mammoth task 

in a succinct manner. The adoption of the appropriate recommendations will greatly 

improve competition, innovation and accessibility in the sector and lead to reduced 

costs, provided that the recommendations are implemented properly and timeously. 

 

Yours faithfully 

 

______________________ 

GERALDINE BARTLETT 

Managing Director 


