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INTRODUCTION 
 

The Council for Medical Schemes supports the need to collect, audit, standardise and publication of 

healthcare outcomes data in the private healthcare market. Once such data is made public in a consumer 

friendly mode of communication it will not only address information asymmetry with regards to provider 

performance and patient health seeking behaviour , it will also empower consumers within the private 

healthcare market to make informed choices when purchasing medical schemes cover. Collating and 

publishing healthcare outcomes data will also improve quality of healthcare provided, enhance strategic 

contracting within the industry, ensure patient safety, improve clinical effectiveness and promote greater 

accountability amongst all stakeholders within the private healthcare sector. 

 

1. LEGISLATIVE FRAMEWORK   
 

The Medical Schemes Act outlines specific provisions which medical schemes and their contracted 

service providers need to subscribe to within regards to promoting efficient and cost-effective care. This 

section provides an outline of such provisions.  

 
Section 7 of the Medical Schemes Act outlines the key functions of the Council for Medical Schemes, 

which include the following: 

 
(a) Protect the interest of the beneficiaries at all times;  
(b) Control and coordinate the functioning of medical schemes in a manner that is complementary 

with the national health policy; 
(c) Make  recommendations to the Minister on criteria for the measurement of quality and  

            outcomes of the relevant health services provided for by medical schemes.... and   
      (e) Collection and dissemination information about performance of private health care”. 
 

Section 31 seeks to ensure that the scheme rules promote equity in rule amendments, discourage 

prejudice towards a member/beneficiaries through unlawful exclusions/limitations of benefits. This 

section also seeks to promote public accountability and transparency. The Registrar must be satisfied 

that a rule amendment will not be unfair to members or render the other rules inconsistent with the Act, 

before he registers it.  

Section 29(1)(l) provides that a scheme must give a member advanced written notice of any change or 

condition that affects his/her membership. Although CMS has demonstrated to the HMI panel the level 

of non-compliance within the industry and regulatory gaps within the current legislative framework, 
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specifically with regards to supply-side behaviour, this section seeks to prevent denial of care which will 

have adverse consequences to health quality outcomes of patients.    

Section 37 (4) (b) of the Act further states that annual financial statements of the medical schemes shall 

contain relevant information indicating whether or not the resources of the medical scheme have been 

applied economically, efficiently and effectively. This provision of the act seeks to promote efficient and 

cost-effective funding of healthcare.    

Regulation 8 states the following with regards to Prescribed Minimum Benefits:  

“(4) Subject to sub regulations (5) and (6) and to Section 29 (1) (p) of the Act, these regulations 

must not be construed to prevent medical schemes from employing appropriate interventions 

aimed at improving the efficiency and effectiveness of healthcare provision, including such 

techniques as requirements for pre-authorisation, the application of treatment protocols, and the 

use of formularies.  

(5)  When a formulary includes a drug that is clinically appropriate and effective for the treatment 

of a prescribed minimum benefit condition suffered by a beneficiary, and that beneficiary 

knowingly declines the formulary drug and opts to use another drug instead, the scheme may 

impose a co-payment on the relevant member. 

(6)  A medical scheme may not prohibit, or enter into an arrangement or contract that prohibits, 

the initiation of an appropriate intervention by a health care provider prior to receiving 

authorisation from the medical scheme or any other party, in respect of an emergency medical 

condition.” 

Regulation 15 of the Medical Scheme Act defines managed care as “…clinical and financial risk assessment and 

management of health care, with a view to facilitating appropriateness and cost effectiveness of relevant health 

services within the constraints of what is affordable, through the use of rules-based and clinical management based 

programme...” Therefore, medical schemes use a variety of managed care models to influence the provision and 

consumption of healthcare. Some medical schemes have in-house managed care services and others sub-contract 

their managed care services to accredited managed care organisation (MCOs) who will provide managed care 

services as defined in the Act and agreed to by the scheme. These entities offer different types of services 

depending on their contractual agreements with the medical schemes and the managed care services for which 

they have been accredited.  

Regulation 15D: states that “...Managed care programmes (should) use documented clinical review 

criteria that are based on evidence-based medicine, taking into account consideration of cost-
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effectiveness and affordability…” Paragraph (c) requires these programmes to be based on transparent 

and verifiable criteria which must be evaluated periodically to ensure its relevance.  Paragraph (d) 

requires that these programmes must be administered by qualified health care professionals and that 

evaluations have to be done by clinical peers. Health care providers, beneficiaries and any member of 

the public must be provided with managed healthcare programmes and procedures upon request as well 

as any limitations on their rights or entitlements to benefits as provided for in paragraph (e).  Any funding 

decision may be appealed by an aggrieved person. 

Regulation 15E (2) (b) states the following with regards to the provision of health services ”selection of 

participating health care providers should be based upon a clearly defined and reasonable policy which furthers 

the objectives of affordability, cost-effectiveness, quality of care and member access to health services…” 

Regulations 15H and 15I provides that evidence-based protocols should be used, taking into account cost-

effectiveness and affordability. It is also expected that medical schemes and Managed Care Organisations (MCO’s) 

will share these protocols with healthcare providers, beneficiaries and the members of the public.  Amongst other 

things, this provision seeks to remove information asymmetry within the healthcare market. In addition, such 

protocols and formularies are expected to provide for appropriate exceptions and substitutions where the 

prescribed treatment is ineffective or causes adverse reactions. 

Regulation 15J includes general provisions on the termination of managed care contracts. “ R 15J (1) states that 

any managed health care contract, contemplated in Regulation 15A, must require either party to give at least 90 

days’ notice before terminating the contract, except in cases of material breach of the provisions of the contract, 

or where the availability or quality of health care rendered to beneficiaries of a medical scheme is likely to be 

compromised by the continuation of the contract” 

It is within this legislative background that CMS wishes to make the following inputs to the Health Market Inquiry 

with respect to health outcomes measurement. 

 

2. OUTCOME MEASUREMENTS AS AN END-GOAL 
 

2.1 Paragraph 27 – 31  

 

CMS subscribes to the Donabedian approach that espouses the view that health care outcomes are a product of 

inputs or structure, processes and outcomes. Where the inputs are mainly your personnel, equipment, technology, 

resources etc. The processes are the treatment protocols, procedures and guidelines. The outcomes will then 

include the post treatment laboratory, pathology and radiological results as well as the signs and symptoms of 

residual disease. As illustrated in figure 1 below, this delineation of the various phases of the health care production 
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chain makes it easier for us to develop specific indicators that can be used to measure and determine the 

effectiveness of each phase.  

 

Figure 1: Donabedian approach 

   

Source: Lighter, D.E., 2015.  

 

We therefore agree with the HMI assertion that the measurement of outcomes as a measurement of quality is vital 

since it is the most supreme methodology for the measurement of the effectiveness of the entire health care value 

chain. We are also of the view that it is this measure that should be compared with the input costs in order to 

determine the value-add. Our understanding is that the measurement of outcomes per health care episode is also 

the most difficult to perform given the high rate of loss to follow-up in many a case. 

We however wish to suggest that the measurement of inputs and processes do not add much value to this 

discussion on the value proposition, given their limited predictive value, as to whether the treatment or health care 

episode will result in a positive or negative outcome. We submit that the output indicators provide a better indication 

of the outcomes of a health care episode. For an example, knowing the level of the patient’s systolic and diastolic 

pressure measurements over time, gives us a good indication of the possibility of complications of hypertension. 

We wish to submit that there should be greater effort placed at collecting this output data by clinicians and key 

stakeholders instead of the input and process data, as we move towards the collection of outcomes data. We 

believe that this output data is a better proxy for the health outcomes than input and process data. This preliminary 

step, of collecting output data will assist the process as we to go through the necessary steep learning curve that 

we need to traverse as we move towards collecting outcome data. 
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3. IMPERFECT AND ASYMMETRIC INFORMATION  
 

3.1 Paragraph 5  
 

The Council for Medical Schemes has published communication guidelines and model rules to guide the industry 

on how to reduce the level of asymmetry of information and ensure a minimum level of information is shared on 

benefit options. As part of this guidance, the CMS is also in a process of finalising a benefit option standardisation 

and classification framework.  This framework aims to classify options in order to enable benefit options and their 

design to be compared against each other. 

 

4. INDEPENDENT STATUTORY BODY 

 

5.1 Paragraph 32 – 39  
 

We support the idea that the collection, auditing, standardisation, analysis and publication of health care outcomes 

indicator data should be performed by an independent statutory body. We are however cautioning against the 

establishment of a new independent body to perform this function, given the fact that the capacity to perform this 

function, albeit to a limited extent, already exists in entities such as the Council for Medical Schemes. 

The office of the Registrar already collects prevalence data in respect of a number of CDL’s reported by medical 

schemes following a collective approach adopted between CMS and industry role-players including academic 

institutions. A substantial number of CDL’s have been concluded, published and introduced. Within this process, 

the industry is also guided towards appropriate criteria of entry level process indicators and outcomes data which 

are based on cost-effectiveness and affordability. In addition, the Council mandated the office to prioritise collection 

of this data so as to advise the Minister of Health as per Section 7 (c) of the Medical Schemes Act. CMS is also in 

the process of preparing a statutory return applicable to accredited managed care organisations which will outline 

in detailed reporting requirements on quality outcomes data in an effort to evaluate compliance with regards to 

accreditation standards.   

The Council for Medical Schemes ability to collect data is also recognised by the National Department of Health 

and the Minister of Health who recently directed the Council for Medical Schemes to develop and host a National 

Beneficiary Registry (NBR) which will collect basic demographic and scheme data of all funded patients.  

In addition, the health sector is in the process of implementing health system reform that will result in a significant 

move towards universal health coverage, represented in SA by the National Health Insurance (NHI). We sincerely 

believe that the process leading to the implementation of the NHI will result in many fundamental changes in the 

manner in which the provincial health departments, national health department as well as health regulatory entities 
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are structured and function. It is for instance envisaged that the NBR will interface with the Patient Health 

Registration System of the NHI to facilitate identification of members with supplementary benefits. 

We wish to submit that this critical function of collection, auditing, standardisation, analysis and publication of health 

care outcomes data should be expanded from where it currently resides at the CMS and then finally located where 

it is most appropriate, through the NHI implementation process. This approach will also address the capacity and 

resource challenges that a new independent entity would be faced with, if it were to be established from scratch. 

Our suggestion is also made in support of the proposed funding model that is identical to that of the Council for 

Medical Schemes.  

 

5. MANDATORY PROVISION OF DATA 
 

6.1 Paragraph 40 - 42  
 

We fully support the mandatory provision of data to the independent entity tasked with this mandate for all the 

reasons advanced by the HMI. We however wish to add that the quickest way of performing this task is through 

the Council for Medical Schemes. We have already indicated in the legislative section of this submission, that the 

Council for Medical Schemes is already empowered to collect this information and that there will be no need to 

develop the relevant statutes to accomplish this goal. Section 7 (c) specifically empowers the CMS to perform this 

function, that it has not fully exercised and implemented this statute at this point in time, is beside the point. 

 

6. REPORTING TO THE PUBLIC 

 

7.1 Paragraph 43 – 44 
 

We fully support the idea that the public should be the ultimate recipient of quality outcomes data after it has been 

processed by the independent entity. We also understand that this data needs to be treated with the sensitivity it 

deserves to ensure that the harm that may potentially befall the patients or service professionals is minimised. The 

need to be transparent will therefore have to be delicately balanced against the potential harm to both patients and 

service professionals. 

 

 

 



 
 

8 | P a g e  
 

 

7. STAGED IMPLEMENTATION 

 

8.1 Paragraph 45- 47  
 

The CMS readily concedes that the implementation of the outcome data collection process needs to be phased-

in, given the need to include all the key stakeholders in a consultative process and to build capacity over time. 

Based on the submissions tendered above in this very document, we believe that the implementation time may be 

shorter. If there is agreement that the CMS should be used for this purpose, then there certain aspects of the 

implementation of this process that do not require elaborate enabling activities. 

Firstly, the CMS has already developed a very successful methodology that it has used in the Prescribed Minimum 

Benefit definition process. This process involves the creation of a database of expert clinicians from diverse 

backgrounds and interest groups; then utilise them to develop and define benefit entitlement for scheme members. 

Using the same approach and the already established databases and networks; the same group of clinicians and 

professional interest groups can be utilised for collecting outcome data. Secondly, while the collection of outcome 

data from providers such as private hospitals and specialists may be a challenge for the CMS, given the fact that 

these are providers that fall outside the Medical Schemes Act regulatory scope, this situation can be remedied 

through strengthening of the functions of the Council to enable supply-side regulation.   

The process of the implementation of the NHI, also made provision for the establishment of the Office of Health 

Standards Compliance. The key function of this entity is the certification of hospitals as being compliant with a 

defined set of health care quality standards. This entity can be used to collect the outcome based data on behalf 

of the CMS whilst Section 7 (c) is amended to include private healthcare providers such as hospitals as the source 

of outcome data collection. 

 

8. FUNDING 
 

9.1 Paragraph 50 – 55 
 

We agree that each of the funding models discussed in the report, with the exception of the hybrid model used by 

CMS have serious challenges. It is for this reason that we support the hybrid funding model. We however wish to 

further submit that, the capacity, experience and familiarity of the CMS with this funding model, ensures that they 

are best placed to manage this proposed independent entity even from a financial and governance perspective. It 

should be noted that the CMS has had seventeen consecutive clean external audit outcomes as certified by the 

Auditor General OF South Africa. 
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9. CONCLUSION 
 

In summary the CMS is on the whole supportive of the recommendations made in the HMI report on health outcome 

data. We are however suggesting that instead of the establishment of a new independent entity to perform the 

collection, standardisation, analysis and publishing of data, this function should be expanded inside the current 

Council for Medical Schemes as part of the overall sector reform towards universal health coverage. 

We are arguing that the CMS has the legislative clout, capacity, governance structures and the funding model to 

carry out this important function. We are however cognisant of the fact that this process will need strengthening of 

the current regulatory framework and will also require to be phased-in in consultation with key stakeholders, in 

order to make a success of it. 


