Health Market Inquiry
Public hearing – Set 1
10 March 2016
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Introduction

• Taken cognisance of the public hearings schedule and the purpose of the
first set of hearings:
 Gain an understanding of how groups interact
 Enable the HMI and general public to gain a better understanding of the nature of
private healthcare
 How private healthcare services are provided and funded

 Regulatory regime

• There will be a further five sets of hearings dealing with specific issues
• We have focused our presentation on the broader issues and have not gone

into detail on specific issues such as market concentration, profitability etc.,
as we believe these will be dealt with in the subsequent hearings

2

Agenda
 Life healthcare overview
 Revenue Drivers


Price



Utilisation

 Hospital Cost Drivers
 Competitive Dynamics

 Relationships with Doctors
 Hospital Quality
 Recommendations
 Appendix
3

Life Healthcare Overview
Acute Hospitals

Acute Hospitals: 50
Beds: 7 942
Acute Rehabilitation Facilities: 7
Beds: 319

Acute Care
Complementary Services

Mental Health Facilities: 6
Beds: 386
Renal Dialysis:
245 Stations

Healthcare
Services

Education

Occupational Health and Employee
Wellness

Occupational Healthcare Clinics: 286
Lives Covered: 232 000

Employee Wellness Clinics: 79
Lives Covered: 195 000

Public Private Partnership

Life Esidimeni Facilities: 12
Beds: 3 794

Life College of Learning

Life College Learning Centres: 7

Figures as of 30 September 2015
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Key SA Metrics
Overview of LHC South Africa’s Key Metrics, 2015
FY 2015
Operational Metrics
Admissions

599 954

Hospital Days

2 177 833

Length of Stay

3.63 days

Occupancy

71.9%

Number of Staff

14 182

Number of Nurses
Number of Pharmacy Employees
Number of Nurses in Training

9 180
323
1 165

Financial Metrics

SA Revenue

R13 999 million

Tax

R884 million

VAT

R1 466 million

Capital Expenditure

R1 134 million
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Geographic Spread of Life Healthcare Facilities


Diverse range of healthcare facilities with varying size and scope:
•

multi-disciplinary acute care hospitals

•

small and medium-sized community hospitals

•

stand-alone specialised treatment units including mental health and acute physical rehabilitation
Southern Africa Network of Life Healthcare Facilities
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Hospital Revenue Increase Split between Increase in
Utilisation and Revenue per day
Growth in Hospital Revenue Split between the Increase in Utilisation and Revenue per day, 2011 – 2015
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46%
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34%

22%

32%

0%

% Utilisation
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Source: Life Healthcare annual reports
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Consolidation of Medical Schemes
No. of Open and Restricted Schemes in SA, 2004 – 2014
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Market share
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Discovery

3,100

35%

Gems

1,840

21%
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Increase in degree of bargaining power exercised by medical schemes due to:

•

Consolidation of medical scheme administrators and medical funds

•

Increase in total number of medical aid fund beneficiaries

•

Increase in DSP networks arrangements

The total number of schemes in SA declined by 28% between 2008 & 2014

Source: Council for Medical Schemes Annual Reports
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Medical Schemes’ Bargaining Power and Designated
Service Providers
Medical Schemes Bargaining Power

Designated Service Providers

 Multiple tools used to exercise bargaining power e.g.
exclusion of hospitals, alternative DSPs, directing
members to avoid certain hospitals, encouraging
specialists to move practices

 Designated Service Providers (DSPs) are a group of
hospitals selected by medical schemes as
preferred providers based on location of
hospitals, service offering, quality and price

 Sophisticated funders like Discovery, Medscheme
and GEMS conduct cost comparisons across the
hospital groups to evaluate relative efficiencies

 DSP networks are used to manage down
healthcare costs (reduced rates for increased
patient volumes)

Discovery

 LHC is a leading hospital provider for DSP
networks, and the benefit for LHC is in that the
networks promote sustainability, affordability and
allow LHC to grow

• Size, information advantages and analysis,
operational efficiency, higher payment rates to
doctors
• Discovery Care Co-ordination programme –
significantly discounted rates
• Diagnostic Related Groups – fixed amount that
must be managed by LHC at significant risk
GEMS
• Size

 LHC is considered a cost-effective group for DSP
networks based on our cost-containment strategies
(ARMs developed by LHC also contribute to inclusion
on DSP networks)
 Discovery KeyCare and Delta (Discovery able to
switch between hospital groups for an anchor
partner)

• Fee for service model – has not agreed to ARMs
but benefits from the ARM model (utilisation of
ethicals and surgicals). Has implemented a small
number of ARMs
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Hospital Tariffs
Items Excluded in the Hospital Bill

Items Included in the Hospital Bill
• The provision of the wards, theatre and equipment
• Nursing services
• All stock which include drugs and consumables

•
•
•
•

Professional fees
Radiology
Pathology
Emergency

Fee for Service Billing

• Prior to 2003, the vast majority of medical scheme contracts were billed on a fee for service (FFS) basis i.e.
everything used is charged for
• Current FFS tariffs are based on the published, industry rate established prior to the 2002 consent order, which has
been adjusted differently per scheme since then
• Within FFS, the components billed are
 Ward, theatre and equipment tariffs such as:
̶ General ward
̶ ICU
̶ Theatre minutes
̶ Cathlab
 Drugs
̶ Covered by single exit pricing (SEP)
̶ No dispensing fee is charged
̶ No margin is made hereon
 Surgicals
̶ Consumables
̶ No margin is made hereon
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Life Healthcare’s Tariff Strategy
•

Concern at the increase in costs in the Private Medical market, along with a view that,
over time, medical schemes would introduce DSP arrangements and would choose
DSP partners that delivered the most affordable, quality services led LHC to develop
and introduce an Alternative Reimbursement Model (ARM) and to move away from
FFS

•

LHC’s view was that, in order to change its incentives towards cost containment,
partial fixing revenue, and including stock in our rates was required

•

Within these ARM’s, prices charged by LHC incorporate the majority of drugs and
surgicals

•

ARM’s can be divided into 2 main baskets – Fixed Fees and Per Diems

•

•

Fixed Fees are essentially a fixed rate for a procedure

•

Per Diems are usually a daily rate

All ARM pricing is inclusive of the majority of drugs and surgicals utilised
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Risk Continuum

Total Risk
• LOC
• LOS
• LOC

Drugs and
Surgicals

• LOC

• LOS

• LOS

• Drugs and

• Drugs and
Surgicals

Surgicals

• Drugs and
Surgicals
• All other medical
services

Level of Risk
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Life Healthcare’s Tariff Negotiation Process
 Taking into account expected cost increases in the following year and market dynamics, a
mandate is granted to the funder negotiation team.
 A process of proposing an increase and then negotiating a final rate increase is then
undertaken between the negotiation team and the various scheme representatives
 Factors that influence the relative level of price increase agreed include:
• The reimbursement model that the particular scheme is contracted on
• The extent of surgical pricing savings/dis-savings achieved in the previous year
• The size of the scheme
• The payment history of the scheme
• The extent of networks and market share influence of the scheme

• The business intelligence and data capacity of the scheme
• The negotiation ability of the scheme
• The level of administrative burden applicable to the particular scheme
• Agreement/disagreement on new tariffs/initiatives introduced

• A national rate is agreed which applies across all LHC hospitals. There is no differential rate for
PMBs
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Comparison of Hospital and Medical Inflation to CPI
Comparison of Hospital and Medical Inflation to CPI, 2009 – 2015 by Stats SA
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Source: Stats SA CPI database
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Summary of Market Dynamics Influencing Utilisation on
Private Hospitals
Growing medical aid
population….

• There has been solid growth in covered lives, with the number of
medical aid beneficiaries in South Africa increasing by 24%
between 2006 and 2014 to 8.814 million.

…with more hospital
admissions….

• According to Econex, total admissions per 1 000 beneficiaries to the
three listed private hospital groups increased by 4% between 2006
and 2013

…and longer lengths of
stay….

• According to Econex, total ppds per 1 000 beneficiaries to the three
listed groups increased by 12% between 2006 and 2013

…as a result of deteriorating
health status…

…and a regulatory
environment that serves to
increase utilisation

• The incidence of chronic diseases of lifestyle (CDL) amongst
patients admitted to our facilities has doubled from 16% in 2003
to 33% in 2012

• Medical Schemes Act has driven up utilisation given its introduction
of open enrolment with community rating in the absence of
mandatory membership
• Regulations with respect to PMBs have also driven increased
expenditure
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Growth of South Africa’s Aging Population
South African Population by Age, 2005 and 2030E
74+
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Key Trends
•
•

Strong increase in 50+ population
– Expected to reach 19.1% (10.4 m) of total population in 2030 (from 13.9% in 2005)
Ageing not only results in more hospital visits but the average income per visit for patients over 50 is 67%
higher than the average for patients under 50

Source: UN Population Division
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Impact of a Aging on our Hospital PPDs
LHC PPDs for Patients of All Ages, 2010 and 2015
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LHC PPDs for Patients Older than 50 Years of Age, 2010 and 2015
2010

2015

PPD %: patient > 50 years

39.8%

45.3%

Rev %: patient > 50 years

46.5%

52.3%

Changing age profile in our hospitals impacts length of stay, ICU occupancy and case mix
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Incidence of Chronic diseases of lifestyle amongst patients
admitted to our hospitals
Incidence of Chronic Diseases of Lifestyle Amongst Admissions to Life Acute Hospitals, 2003 -13

Incidence Amongst Life Acute Hospital Admissions
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• The overall incidence of chronic diseases of lifestyle (CDL) amongst patients admitted to
our facilities has increased significantly since 2003
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Hospital Bed Growth and Occupancy
Hospital Bed Growth and Occupancy, 2010 – 2015
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Impact of Funder Management on Utilisation

• Funders play a central role in the patient journey through authorisation and case
management
• Independent treating doctor determines appropriate level of care and treatment
• Hospitals have limited ability to influence patient journey and simply play the role of
facilitator
i. managing information flow between doctors and funders, and
ii. managing capacity based on bed demands
• LHC focus on ARMS – since 2005 at least LHC incentivized to manage costs down
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Flow for Patient Admission to Hospital

1
Patient’s
points of
entry into the
healthcare
system

2

GP
Consultation
GP refers
patient for
specialist
consultation

ER dr. refers
patient for
specialist
consultation

Green

Amber

Red

Specialist
resolves
matter

No
admission

Auth. not
received due
to outstanding
documents

No
admission
Funded Patient
requests PreAuthorisation

Specialist
Consultation

3

Visit to private
hospital ER;
patient triaged

GP
resolves
matter

Patient needs
private hospital
admission
“Cold case” 1

ER Doctor
Consultation

ER dr.
resolves
matter

No
admission

Pre-authorisations are
comprehensive and
cover length of stay,
level of care, drugs,
prosthesis limits, etc.

Private Patient
Assesses
Affordability

Auth. not
received due
to scheme
exclusion or
‘pending auth.’

Hospital assists
with submitting
documents
Patient is
treated as a
Private Patient

Auth.
received

Patient can
afford OR can’t
afford but it is an
emergency and
State has no
capacity2
Patient can’t
afford but State
has capacity

Private
Hospital
Admission

State Hospital
Admission

Patient can’t afford,
it’s not an
emergency, and
State has no capacity

No
admission

For both funded and private ‘Red’ patients , admission takes precedence over pre-authorisation and the patient’s ability to afford treatment;
once the patient has been stabilised, they go through the same process as ‘cold cases’

Notes: 1. Cold cases are elective or ‘non-emergency’ cases where pre-authorisations or affordability assessments can be conducted before the patient is admitted; 2.
In emergency cases where patients who cannot afford treatment are still admitted to private hospitals, the hospital often ends up writing off the cost of the procedure
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Overview of Operating Cost Breakdown in Life’s Acute
Hospital Business
High Level Breakdown of Input Costs for Life’s Acute Hospital Business, FY 2013
9 000
8 000
7 000
3 031

R (millions)

6 000
Cost of
Sales

5 000
4 000

1 670

35%
Other

Other

3 000

608

19%

4 805

2 000
3 135

3 031

65%
2 527

1 000
Cost of
Sales

Overheads

Labour

Cost of Sales Breakdown

Total Cost Breakdown

Overheads Breakdown

81%

Nursing

0
Labour Cost Breakdown

•

Drugs and consumables account for ~28% of our revenue

•

Given the labour intensive nature of our business, labour costs account for ~65% of our overhead costs, with
nursing labour comprising the vast majority (81%) of labour costs
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Life Healthcare’s Cost of Sales Management Strategy
Key Elements of Our Cost of Sales Management Strategy
1

Price
Containment

2

•

Life Healthcare negotiates with suppliers to obtain discounted prices for both
ethicals and surgicals

•

Life develops optimal formulary incorporating therapeutic interchange and
generic substitution

Formulary
Conversion

3

•

Implements formulary through proactive initiatives to encourage conversion by
admitting doctors

•

Monitors and evaluate the conversion process on an on-going basis

•

Continuously reviews and improves the formulary

•

Life offers a blood gas testing service across all its facilities, a service that was
previously offered by laboratories

Reverting to
Insourcing

•

The blood gas testing equipment is owned by Life and the service is included
within the hospital daily rate charges

•

Costing studies have shown that the overall costs to funders have reduced
significantly
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Impact of Formulary Conversion
Assessment of Cost Savings Impact of Generic Substitution on Top Seven Drugs by % Conversion, Life Healthcare,
20131
300
Total Potential
Savings: R 80mn
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150
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50
Savings Realised by LHC
Additional Potential Savings

0

100% Originator Drugs
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Potential Savings Opportunity
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Impact of Doctor Behaviour in Formulary Conversion
Example One: LHC Acute Hospitals, Jan 2012 – Jan 2013
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Example Two: LHC Acute Hospitals, Jan 2012 – Jan 2013
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Pricing Difference Between Branded Drugs in SA and India
Comparison of Unit Price (Excl. VAT) for Five of the Top 20 Ethicals by Utilisation in Life Healthcare in India and South
Africa as at July 20131
1 000
South Africa
India

791

800
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600
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400
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200
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7

0

India Price as
% of SA Price

Nexiam 40mg Injection

Invanz Ig Injection
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4%

53%

17%

80%

Notes1 ZAR/INR exchange rate of 0.165 utilised for this analysis
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Comparison of Pricing of Surgicals Between SA and India
Comparison of Unit Price (Excl. VAT) for Five High Utilisation Surgicals in Life Healthcare in India and South Africa as at
July 20131
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Notes1 ZAR/INR exchange rate of 0.165 utilised for this analysis
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Increase in Nursing Costs
Comparison of Average Increases in State RN Salaries and CPI, 2011 – 2015
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Key Trends
• South Africa has a shortage in the registered nurses/ professional nurses, with a declining trend in registered
nurses trained and registered in SA as a % of total nurses registered and trained in recent years 1
• In addition, South Africa’s nurse population is ageing, with almost half of SA’s nurses over 50 in 20102
• The public sector continues to drive salary inflation in the healthcare sector

• Salaries of nurses are similar and in some cases higher than the private sector
• Since 2011 the average RN increase in the public sector has consistently outpaced the private sector, effectively
putting pressure on private hospitals to try and match public sector salaries

Source: 1The Human Resource Supply Constraint: The Case of Nurses Health Reform Note 9, Econex, Dec 2010, 2Ibid, 3Ibid, Stats SA CPI database
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Increase in Pharmacist Costs
Pharmacist Student Enrolment, Select Years between 1998 – 2014
Year

No of 4th Year Students

% Increase to Previous Period

1988

466

1998

531

13.9%

2008

543

2.3%

2010

484

-10.9%

2011

474

-2.1%

2014

728

53.6%

Key Trends
• South Africa has a shortage of pharmacists, with only 2,4 pharmacists per 10,000 as compared to the WHO
recommendation of 4.4 per 10,000 in 20111
• Despite the need for pharmacists, the training platform declined in recent years, with a 13% decrease in the
number of 4th year pharmacy students enrolled at universities between 2008 and 20112

• Furthermore, a significant proportion of pharmacy students are foreign nationals who are not permitted to
work in South Africa upon completing their studies
• Government has since 2012 increased the numbers of students
• Between 2009 and 2014 salary inflation for pharmacists averaged 6% above CPI

Source 1Medical Chronicle, June 2011, 2 South African Pharmacy Council Customer Care Centre, June 2011
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LHC’s Contribution to Addressing Shortage of Clinical Skills
in South Africa
 Over 1 000 students studying various nursing programmes each year

Life College of
Learning

 Vision is to ensure employees have career development opportunities and to create a
skilled workforce for LHC and the hospital industry

 Since inception, over 10 000 nurse have qualified
 All programmes offered are accredited

 Collaboration between the National Department of Health and 23 private healthcare

Public Health
Enhancement
Fund

companies
 Members contribute financially to provide a platform for collaboration on priority initiatives
aimed at strengthening the national health system

 Provides significant funding for the training of specialists and subspecialists through the

Partnership with
the College of
Medicine

College of Medicine
 Provides a six year programme of support in various fields e.g. anaesthetics, paediatrics
and obstetrics
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Competitive Dynamics between Private Hospitals
 Hospital groups compete on numerous fronts:

•

Specialists

•

Staff:

•

̶

Nursing staff

̶

Pharmacists
̶

Management

Funders:
̶

Price
̶

Volume (DSP)’s
̶

Overall efficiency

•

Hospital licences

•

GP referrals

•

Quality
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Relationship Between Private Hospitals and Admitting
Doctors
What Private Hospitals Provide

What Independent Practitioners Bring

• High quality and functional infrastructure for the
treatment of patients

• Admitting specialists bring expertise that serves to
attract patients to the hospital

• Good nursing and other clinical services e.g.
pharmacy

• Referring doctors channel patients to private
hospitals by referring them to admitting doctors
based on [a] their relationships with admitting
doctors and [b] admitting doctors’ expertise and
reputation

• Facilitate co-location of complementary services
such as radiology and pathology at the hospital and
complementary specialists
• Reputation of the hospital in the community and
potential referring doctors
• Suitable consulting rooms
• Providing admitting specialists with assistance
to market themselves to general practitioners
and other potential admitting specialists
• Channel patients to admitting doctors at
specific hospitals through preferred provider
network arrangements negotiated with funders

• Anaesthetists work in conjunction with
admitting specialists, providing anaesthetic
services as required
• Other support specialists such as radiologists
and pathologists as well as other services such as
physiotherapists and occupational therapists
ensure that a hospital provides a comprehensive
service to patients in one facility

• Manage and co-ordinate this ecosystem to ensure
comprehensive high quality services are
available across all disciplines they have targeted
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Overview of LHC Approach to Rental Agreements with
Doctors
• Life leases consulting rooms to admitting doctors at its facilities, with lease agreements in place
with the various doctor practices
• Rentals are generally consistent amongst admitting doctors operating from the same hospital,
although they differ between hospitals depending on the competitive dynamics within each region
• Life’s approach regarding doctor rentals:
 Hospitals should not enter into lease agreements with Doctors at rates conditional on the Doctor
achieving a certain turnover or targets such as admission of a specific number of patients

 Doctors should not rent consulting rooms from our hospitals under financial arrangements that are
not openly available to other similarly qualified health care practitioners
• Life also provides rental space to specialist support services such as radiology and pathology
services
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Life Healthcare’s Doctor Shareholding Model
Overview of LHC Approach to Shareholding
•

Overview of Shareholding Structure of Life Hospitals
with Doctor Shareholding

Life Healthcare encourages doctor

shareholding in its hospitals
•

Life Healthcare Group

Life Healthcare’s rationale for introducing and

Will always hold a majority share which is typically
60% or more in the operating company

retaining shareholding is centred around:


Wanting to create an ownership
mentality amongst supporting doctors
to influence positive behaviour in a
context where we cannot employ doctors



Increasing engagement between doctors

Life
Hospital
Operating
Company

Doctors
Will always hold a minority share which varies but will
typically be <40%

and management on quality and service

issues


Wanting doctors to have a real interest in
the reputation of the hospital



Alignment to deliver high quality,

Other Parties
In a few instances developers have a minority
shareholding

efficient healthcare
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Overview of Clinical Quality at Life Healthcare
•

Quality – core value and a key business strategy

•

Focus on clinical excellence and the patient experience

•

Quality management system based on consistent monitoring, management, measurement and reporting

•

LHC has developed a quality scorecard to ensure that quality is consistent and measured across all its units

Patient experience

Employee
health and
safety

6 Aspects of
the quality
scorecard

Quality. audit
results

Patient health and
safety

Environment

Clinical
outcomes
improvement
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Life Healthcare’s Commitment to Quality

The Three Components of Life Healthcare’s Quality Framework

1

2

3

Clinical & Quality
Outcomes

Patient
Centricity

Accreditation &
Certification

A focus on the continual
improvement of clinical
and quality outcomes,
ensuring relevance of clinical
measures in line with
evidence-based practices
and international
benchmarks; overseen by a
Clinical Governance and
Quality Committee chaired
by the CEO

A focus on delivering a
positive patient
experience through the
sustainability and continual
improvement of patient
experience methodologies,
tools and systems as well
as engagement with
medical schemes regarding
patient experience
measures

A robust internal
Quality Management
System to drive
behaviour and ensure
compliance with legal
requirements, industry
standards and Group
requirements as well as
the management of
external certifications
and accreditations
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The Approach (1/2)

The highest risks for healthcare internationally are medication incidents, patient falls and
hospital-acquired infections; Life Healthcare monitors these on an ongoing basis

Clinical and
Quality
Outcomes

• Objectives are set and hospital performance against these objectives is reviewed monthly
• In general, preventative actions are implemented to mitigate risks however, when incidents
occur, a root cause analysis is conducted by an incident investigation team and the necessary
corrective action implemented jointly between hospitals and head office
• Incident statistics and remediating actions are also monitored every quarter at hospital quality
review meetings to detect trends and further actions required
Life Healthcare recognises that patient perceptions of quality are critical to elevating the
Group’s care standards so actively takes steps to improve the patient experience
• After discharge, patients are asked to complete the patient experience survey, PXM, in order to
rate their overall hospital experience, the care from nurses and doctors, pain management,
medication administration and discharge

Patient
Centricity

• A manual comment card is also used for both positive and negative comments.
• Hospitals receive this information monthly to facilitate identification of trends and the
implementation of corrective actions to improve service delivery where this is required
• In addition to this, the CARE programme which aims to deliver a superior patient experience
across all LHC’s interactions with patients is currently being implemented
• It will train management, doctors, students and service providers to create an interaction
approach that is refreshing, thoughtful, considerate and compassionate
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The Approach (2/2)

The Group takes a comprehensive approach to accreditation and certification through
hospital self-audits, head office verification audits and external audits
• Internal quality audits are performed annually at hospitals to assess compliance with legal
requirements from an occupational health and safety, environment and quality perspective

• The standardised self-audit quality tool allows hospitals to measure and where required,
correct their own compliance ahead of external audits

Accreditation
and
Certification

• Criteria for quality deliverables extend across all functional areas, including nursing,
infection prevention, pharmacy, patient services, engineering, environmental management
• A selection of hospitals additionally undergo external audits conducted by the ISO certification
partner to ensure the Group sustains its ISO 9001:2008 certification.
• The group has also progressed the process towards obtaining ISO 14001:2004 environmental
accreditation with certification expected in 2016
• Finally, Life Healthcare has actively been engaging with the National Department of Health
since the inception of the National Core Standards, in order to formulate and drive relevant
standards of care across public and private hospital providers

Outcomes across all three components of the LHC Quality Framework are ultimately measured through the
Group Scorecard Process. Each year a target score is agreed for each metric and this forms the basis for hospitals’
monthly and quarterly reviews as well as the annual audit process. In addition, outcomes measures are reviewed
yearly and new measures are added to the scorecard, where appropriate.
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High Level Group Scorecard: 2015

2015 Actual

2014 Actual

Ventilator associated pneumonia (VAP) per 1,000 ventilator days

1.17

1.91

Surgical site infections (SSI) per 1,000 theatre cases

0.58

0.76

0.55

0.85

0.45

0.40

Healthcare associated infections (HAI) per 1,000 PPDs1

0.32

0.44

FIMTM/FAM score

1.18

1.14

Patient incident rate per 1,000 PPDs2

2.66

2.88

Employee incident rate per 200,000 labour hours

4.71

4.86

Patient experience – inpatient

80.3%

80.1%

Patient experience – emergency units

75.4%

76.3%

Recommend – inpatient

68.8%

63.7%

Recommend – emergency units

64.5%

61.9%

89%

88%

Central line associated bloodstream infections (CLABSI) per 1,000 central line days
Catheter associated urinary tract infections (CAUTI) per 1,000 catheter days

Overall % attained on quality audits

These quality measures have generally trended in a way that illustrates continuous improvement and is in line
with LHC’s commitment to providing world class care at its facilities
Notes: 1. HAI combines VAP, SSI, CLABSI, CAUTI and other infections associated with the hospital stay; 2. Patient incidents are unintended or unexpected
events which could have or did result, in harm, e.g. medication, falls and procedure-related incidents, behaviour, death due to unnatural causes, burns, etc.
Source: 2015 Integrated Annual Report (indicators are externally assured)
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Regulatory Challenges / Recommendations (1/4)
Overview of Regulatory Challenges and/or Recommendations

Hospital
Licensing

 Private hospitals in South Africa require an operating license to be issued by the relevant
provincial health department in order to operate.
Challenges
 Currently, South Africa does not have a clear, precise and scientific licencing system that
is consistent across provinces
̶

̶

̶

Under the Health Act 63 of 1977, which preceded the 2003 Health Act, authorisation to build
and operate a private hospital was governed in terms of Regulation 158 of 1980. All
provinces, except for the Western Cape, assess private hospital licence applications in
terms of Regulation 158. The Western Cape legislature, in terms of the old Act of 1977,
promulgated its own set of regulations to govern private health establishments in that
province.
The licensing regime as applied under Regulation 158 has been disparately applied:
o no uniformity in the nature of the criteria applied
o the interpretation of how the criteria are applied
o the applicable time frames for considering an application.
The lack of a coherent, consistent and rational licensing system under Regulation 158 has
proved very challenging

Recommendations
 Our recommendation is for a uniformed, scientific and efficient licensing regime that can
be consistently applied across all South African provinces
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Regulatory Challenges / Recommendations (2/4)
Overview of Regulatory Challenges and/or Recommendations

Certificate of
Need

Challenges
 Private Section 36 of the National Health Act 61 of 2003 (“the 2003 Health Act”), which replaced
the old Act, provides that no person may establish, construct, modify or acquire a health
establishment or health agency or increase number of beds or acquire prescribed health
technology or provide prescribed health services or continue to operate after 24 months
of the Act coming into effect, without a certificate of need (“CoN”)
 The CoN provisions have been on the statute book for more than ten years without a
commencement date being promulgated
 The CoN provisions took effect in April 2014, amidst serious concerns from the affected
stakeholders, including doctor groupings and private hospitals
̶ From the hospital perspective, in addition to some substantive issues around the CoN
concept, these concerns mainly relate to the fact that the section commenced without any
form of Regulations to guide the interpretation of the 2003 Health Act
 The absence of CoN Regulations creates a regulatory vacuum for stakeholders who are unsure
at how the CoN process will be implemented
 As far as we are aware, it is envisaged that the CoN regime will replace the current licencing
regimes of each province in order to standardise the granting of hospital licences in South
Africa
 Currently LHC has licence applications for 852 beds that are outstanding, and of these
applications for 413 beds are older than one year
Recommendations
 We do not believe that the certificate of need is the right answer to the challenges with the
current licensing regime, our recommendation is a uniform, scientific and efficient regime that
can be consistently applied across all South African provinces
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Regulatory Challenges / Recommendations (3/4)
Overview of Regulatory Challenges and/or Recommendations
Doctor
Employment

Challenges
 LHC has been unsuccessful in seeking approval for the employment of doctors from the HPCSA
 This prohibition impacts on many aspects including:
̶ Cost-effectiveness of care
̶ Quality of care
̶ Innovation in delivery models, and
̶ Efficient utilisation of our limited skilled resources
Recommendations
 Under a system of doctor employment, it would be possible to allocate resources efficiently
 LHC advocates a flexible doctor employment model, to drive down the cost of treatment by
eliminating the inefficient use of costly resources

Doctor Training

Challenges
 Private hospitals are not allowed to train doctors by operating medical schools and/or by
allowing doctors to conduct internships at private hospitals
Recommendations
 Need greater collaboration between public and private sectors regarding the training of
healthcare professionals
 Private providers should be allowed to operate medical schools and private hospital groups
should be allowed to leverage their hospital platform in the practical training of doctors
 Consideration should be given to allowing private hospital groups to bring in foreign doctors and
to making it simpler for foreign doctors to practise in South Africa
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Regulatory Challenges / Recommendations (4/4)
Overview of Regulatory Challenges and/or Recommendations

Medical Aid
Regulatory
Reform

 Sustainability challenges need to be addressed including:
•
mandatory membership
•
risk equalisation fund
•
reserve requirements

Coding and
Quality

 A review of PMB structure to ensure it meets market requirements and needs
 Introduction of a standard DRG coding system to allow for better benchmarking on quality and
efficiency
 Standard publicly available quality measures
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Appendix: LHC Quality Measures (1/5)

Indicator

Description

Patient Health and Safety
Total Incident Rate

Includes medication, falling, procedure related, behaviour, death due to unnatural causes, burns, other patient
incidents and patient absconded

Medication Incident
Rate

Includes pharmacy dispensing, nursing administration and issuing incidents and also other medication incidents patient related and administration by doctor/paramedic

Falling Incident Rate

Includes nursing, patient, equipment, environmental and therapy related falls and nursing related slips

Procedure Related
Incident Rate

Includes equipment not accounted for or found, rehabilitation equipment failure, incorrect use of rehabilitation
equipment, incorrect diagnosis/ treatment resulting in complications, doctors’ orders not followed (excluding
medication related incidents), incorrect or no identification, developed pressure ulcers, developed/ acquired wounds,
lesions, marks, etc. (excluding pressure ulcers), procedures not followed resulting in complications or major risk to
the patient, venous thromboembolism (VTE) cases developed in hospital, patient documentation incorrect or
incomplete, patient complication or patient compromised related to procedure or equipment, wrong site, wrong
surgery, foreign object left in patient and IV therapy related

Medication Bundle Compliance
MBC – Legal
Medication
Prescription

Measuring compliance of the following elements: Prescription complies with legal requirements, telephonic
prescription – RN and witness signed, time of order and doctor signed within 24 hours. Medication from home – all
medications recorded RN and witness signed. Doctor reviewed home medication and prescribed/ signed for

MBC – Complete
Medication
Administration

Measuring compliance of the following elements: Medication calculation correct and double check was done, correct
medication according to prescription, administered to the correct patient, pre-med as well as other medication
administered to the right times and frequency and medication was given via the correct route

MBC – Recording of
medication
administration

Measuring compliance of the following elements: Recorded on the medication chart, nursing notes signed and
dated. Sample signature up to date and in place, schedule 5 & 6 drugs only – prescription written in words and
numbers, correct and complete checks and entry made in drug book

MBC – Effects/ Side
Effects of Medication
monitored and
recorded

Measuring compliance of the following elements: Patient informed of possible side effects of medication given and
recorded. Analgesia – pre-administered and 30 minutes post administration pain score recorded. Nebulization:
Assessment of patient before and after administration and recorded. Record patient response to medication given.
Side effects after administration of medication actioned and recorded.

MBC – Average %

The average of the above four bundles
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Appendix: LHC Quality Measures (2/5)

Indicator

Description

Employee Health and Safety
Total Incident Rate

Includes falling, mobility (strains/ sprains), needle sticks/ sharps (body fluid/ blood), cut/ puncture (no body fluids),
foreign object, stacking and storage, occupational health – infection related (COID accepted cases), occupational
health other, burns, assault, motor vehicle related accident, equipment related injury, injuries other, exposure to
body fluid, attitude, behaviour, LOH classification, ethics and other.

Falling Incident Rate

Includes dry floor, wet floor, uneven floor surface e.g. paving, stairs, out of chair, during patient handling/
unbalanced, trip over, alleged fall, incorrect shoes/ footwear, not placing/ lack of “wet floor” signage, not complying
with “wet floor” signage, using a cell phone, unsafe practice – surgeon/ doctor and other.

Needle-stick
Incident Rate

Includes handling/ passing device after use, scalpel or theatre sharps handling, recapping patient Insulin, recapping
other e.g. Clexane, unsafe disposal, containers overfilled/ unsafe, unsafe practice, neutral zone not utilized,
incorrect placement of container, container not available, restless/ aggressive patient and other.

Mobility Incident
Rate

Includes struck by/ struck against, caught between, lifting/ moving patient(s), lifting/ moving objects, handling/ push
and pull object

Other Incidents
Other Incident Rate

Includes the following categories – customer/ visitor/ relative, member of multi-disciplinary team, property,
environment and supplier/ service provider incidents.

Infection Prevention
VAP Bundle
Compliance

Measuring compliance of the following elements: The head of the bed is elevated 30-40˚, sedation vacation –
patient has been assessed daily for readiness to extubate, peptic ulcer prophylaxis is given, DVT prophylaxis is
given/ foot pumps are used and mouth care is done at least 6 hourly using chlorhexidine mouth wash.

SSI Bundle
Compliance

Measuring compliance of the following elements: If hair is removed, it is only done with clippers or depilatory cream,
there is proof of antibiotic/s given on the peri-operative document and blood glucose maintained between 4 – 10
throughout the ICU/HC stay.

CLABSI Bundle
Compliance

Measuring compliance of the following elements: Hand washing procedure was followed, maximal barrier
precautions were used by the doctor as per checklist, 2% Chlorhexidine in alcohol skin prep is done and allowed to
dry before insertion, central line is sited in the subclavian or jugular vein, a daily review is done of the need to keep
the line (CVP), the line is properly secured e.g. with a special dressing/ device or stitched and the dressing is visibly
clean and intact.
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Appendix: LHC Quality Measures (3/5)

Indicator

Description

Infection Prevention (continued)
CAUTI Bundle
Compliance

Measuring compliance of the following elements: A sterile catheter pack was used to insert the catheter, the
catheter is properly secured to avoid pulling, catheter (perineal) care is done at least twice daily and after bowel
movement using hibiscrub and water/ chlorhexidine and cetrimide. A disposable cloth/ cotton wool or gauze may be
used (bar soap or face cloths are not used). A daily review is done of the need to keep catheter insitu.

HAI Infection Rate

Combines the VAP, SSI, CLABSI, CAUTI and other infections acquired in the hospital/ healthcare facility.

VAP Infection Rate

Ventilator associated pneumonia acquired whilst patient is intubated or 24 hours after extubation (according to CDC
guidelines)

SSI Infection Rate

Surgical site infections acquired up to 30 days after surgery or within 12 months if prosthesis was used
(according to CDC guidelines)

CLABSI Infection
Rate

Central line associated bloodstream infections acquired whilst central line is insitu and 24 hours after removal
(according to CDC guidelines)

CAUTI Infection
Rate

Catheter associated urinary tract infections acquired whist patient is catheterized and 24 hours after removal
(according to CDC guidelines)

Cardiac Excellence – Cathlabs
Aspirin on Arrival

Administer anti-platelet drug to prevent blood clot formation within 30 minutes from arrival e.g. aspirin, Disprin,
Ecotrin, Plavix, Integrilin
*except when contra-indicated

Aspirin on
Discharge

Anti-platelet drug is prescribed for home use (TTO) e.g. aspirin, Disprin, Ecotrin, Plavix, Integrilin
*except when contra-indicated

Beta Blockers in 24
Hours

Administer Beta Blocker to lower/ control blood pressure within 24 hours e.g. Atenolol, Ten-Bloka, Inderal
*except when contra-indicated

Beta Blockers on
Discharge

Beta Blocker is prescribed for home use (TTO) e.g. Atenolol, Ten-Bloka, Inderal
*except when contra-indicated

PCI< 90 minutes

Percutaneous coronary intervention e.g. angioplasty or stenting of the coronary arteries within 90 minutes from
admitted with AMI
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Appendix: LHC Quality Measures (4/5)

Indicator

Description

Cardiac Excellence – Cathlabs (continued)
Thrombolytic in 30
minutes

Thrombolytic therapy commenced within 30 minutes, to dissolve blood clots, restoring blood flow; excludes Heparin.
*except when contra-indicated

AMI Mortality Rate

AMI patients admitted to our hospitals and passed away during their hospital stay

Statin on discharge

This refers to Statin prescribed for home use (TTO) to reduce cholesterol levels e.g. Lipitor, Lescol, Lovacol

Smoking Cessation
on discharge

Patient has been educated on the risk of smoking and provided with supportive documentation.

Cardiac Excellence – Feeder Hospitals
Aspirin on Arrival

Administer anti-platelet drug to prevent blood clot formation within 30 minutes from arrival e.g. aspirin, Disprin,
Ecotrin, Plavix, Integrilin
*except when contra-indicated

Beta Blockers in 24
Hours

Administer Beta Blocker to lower/ control blood pressure within 24 hours e.g. Atenolol, Ten-Bloka, Inderal
*except when contra-indicated

Thrombolytic in 30
minutes

Thrombolytic therapy commenced within 30 minutes, to dissolve blood clots, restoring blood flow. This excludes
Heparin.
*except when contra-indicated

Patient Experience – PXM
PXM – overall
experience
(inpatient)

The post discharge survey incorporates a number of questions asked of discharged in-hospital patients using an
electronic feedback system (email/USSD). The post discharge survey questions cover certain touch points. For the
overall experience indicator it is the overriding view from the patient of their overall hospital stay/experience

PXM – recommend
(inpatient)

For the recommend indicator it is the probability of the patient referring friends or family to that specific hospital

PXM – overall
experience (EU)

The post discharge survey incorporates a number of questions asked of discharged emergency unit patients using
an electronic feedback system (email/USSD). The post discharge survey questions cover certain touch-points. For
the overall experience indicator it is the overriding view from the patient of their emergency unit visit/experience

PXM – recommend
(EU)

For the recommend indicator it is the probability of the patient referring friends or family to that emergency unit
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Appendix: LHC Quality Measures (5/5)

Indicator

Description

Patient Experience – PXM (continued)
Positive comments

Positive feedback received from patients whilst in-hospital and provided to us on a manual comment card

Patient Documentation Audit – PDA

PDA %

Patient documentation audit includes evaluation of the following 9 elements – patient assessment, legal, medical
prescription and doctors’ clinical progress notes, nursing care programme, progress monitoring, infection
prevention, safe patient environment and immediate ward environment, legal compliance, case management and
nursing responsibility for accurate charting.

PDA ratio per
admission

To measure whether the amount of patient documentation audits performed is in line with the admissions – in order
to make the score reliable and a true reflection.

Sustainability Measures
Refrigerant Gasses

Monitoring refrigerant gasses e.g. R134A, R22, R404A, R407C, R410A and R507 with the aim of managing the
impact resulting from using these gasses and phasing out harmful gasses starting with R22

HCRW Kg/ PPD

Monitoring the amount of health care risk waste generated by hospital - including pharmaceutical waste, anatomical
waste, sharps, cytotoxic, infectious non-anatomical waste and radioactive waste

Electricity/ KWH

Monitor the amount of electricity used through use the metering system with the aim of understanding and reducing
the usage

Water/ KL

Monitor the water usage with the aim of reducing the water usage
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