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Who is the Council for Medical Schemes?
• The Council for Medical Schemes (CMS) is a statutory body
established by the Medical Schemes Act 131 of 1998 to provide
regulatory supervision of private health financing through medical
schemes.
• CMS is responsible for the accreditation/registration of regulated
entities i.e. medical schemes, managed care organisations,
administrators and brokers
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Introduction
• The Minister of Health appoints the Council (up to 15 members) and
the Registrar
• The Council functions are conferred to it in Section 7 of the Act which
requires the Council to:
– protect the interests of the beneficiaries;
– manage the functioning of medical schemes;
– make recommendations to the Minister on criteria for the
measurement of quality and outcomes;
– investigate complaints and settle disputes;
– collect and disseminate information about private health care;
– advise the Minister on any matter concerning medical
schemes; and
– perform any other functions conferred on the Council by the
Minister or by the Act.
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Pillars of the Act promotes access
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Sec 7(a) Protect the interest of beneficiaries at all times
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- For 2014/15 the total levies collected amounts to R108m which is <0.1% of
gross contribution income of schemes in 2014 of R140 billion
- Staff complement of CMS is 106
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Parties that are part of our regulatory environment
Financing/ Demand side:

Delivery/ Supply side:
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Medical Schemes Governance
Members
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Trustees
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Audit
Committee
& other
Committees
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Medical Schemes Governance
• Schemes managed by a Board of Trustees (BOT) of
which at least 50% are elected from members
• Elected members to the BOT have no minimum
requirements in terms of experience and
qualifications
• BOTs have a fiduciary responsibility in managing
the affairs of the scheme in the best interests of
members
– Section 57 sets out the requirements of Trustees
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Medical Schemes Governance
• Challenges in ensuring the schemes BOTs act in the best
interests of members have resulted in Trustees being
removed and schemes put under curatorship
• 11 schemes placed under curatorship since 2001
• Allegations of material irregularities and poor management
of schemes
• Schemes convened successful elections for new Board of
Trustees
• Governance of schemes improved
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Medical Schemes Governance
• CMS is actively engaged with schemes in reviewing the
calling for AGMs and attendance of AGMs of schemes
• Issues remain regarding AGMs
– Agenda
– Location accessibility
– Member participation and attendance
– Language and complexity
– Cost of holding AGM’s
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Medical Schemes Governance
• CMS have provided guidance to schemes regarding
trustee remuneration and the determination thereof
• PO fees contribute to NHE in terms of
administration costs
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Medical Schemes Governance
• CMS has introduced a governance and compliance
instrument for medical schemes – Circular 16 of
2016
• The GCI will provide CMS greater assurance in this
regard by:
– Completeness & diligence of applied framework
– Evidence
– Proficient in usage and outcome
– Transparency
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Medical Schemes Governance - Trustee Training
Trustee Training 2014
• 73 trustees trained
• Low uptake of training a
concern
• Total 1,038 board of trustee
members
• Only 7% trained by CMS
while 23% have attended
other training programmes
and the majority of trustees
(70%) have not received any
training
• Lack of training may lead to
governance issues

Trustees trained in 2014
Total 1 038
73
7%
239
23%
726
70%

CMS-trained
No training received

Other training
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Medical Schemes Governance - Training
• CMS first time offered a
trustee skills development
programme accredited by
the South African
Qualifications Authority
(SAQA) in 2015
• Induction training for new
trustees continued
• Individual scheme,
administrators and groups
training, e.g. doctors,
specifically on PMBs per
request

Training: 2015
Training
Programme
Skills
programme
Induction
Training
Brokers
Scheme
specific
training/
brokerage
specific

Number Trained
40 trained 10
declared competent
77 trained
258
94
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Number of beneficiaries (Millions)

Trend in membership
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Growth: 0.4% (8.78 million to 8.81 million)
Negative growth in the restricted schemes
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Trend in the number of schemes
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0
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Open schemes

Consolidation: Small-sized restricted schemes
144 Schemes in 2000

Restricted schemes

All

How is Healthcare Rand spent?

Complaints process
• CMS aims: transparent, equitable, accessible, expeditious as well as
a reasonable and procedurally fair dispute resolution process.
• CMS sends written acknowledgement of complaints within 3 working
days of receipt.
• Section 47 of MSA: written complaint received to be referred to
medical scheme.
• Medical scheme obliged to provide written response to CMS within
30 days.
• CMS analyses complaint; refers complaint to medical scheme for
comments within 4 days of receiving complaint from administrator.
• Upon receipt of response from scheme, CMS analyses response:
make a decision of ruling.
• Decisions / rulings made within 120 days of date of referral of
complaint and communicated to parties.
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Distribution of complaints
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Member related concerns
• Information Asymmetry:
– Benefit designs of medical schemes and the complexity
– Concern as to access and definition of PMBs
– Sharing of information regarding DSPs and access to them
especially concerning availability and quality of service

• Affordability of contributions is a concern
• Access to PMBs and quality of care
– Members have demonstrated the challenge in accessing benefit
entitlement and complexity regarding medical schemes

• Members are price takers and are the ones needing care!
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Concerns relating to members
• Difficult for patients to make informed decisions
• Patients do not make decisions on goods/services to be
purchased
• Consumers are not in a position to shop around for providers
or to challenge the appropriateness of an intervention.
• They are also not in a position to prescribe to a provider what
hospital or specialist to use
• Tariffs are not regulated
• Members invariably do not have the skill to judge the
appropriateness of treatment or to negotiate the costs
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Consumer education: Rural areas 2014
Province

Number of
sessions

Number of
sessions in
rural areas

Total number
of consumers
reached

Number of
consumers
reached in
rural areas

2
5

1
3

618
1179

600
1063

KwaZulu-Natal

29
27

13

5166
5271

3743

Limpopo

4

3

819

800

Mpumalanga

3

3

1528

1528

Northern Cape

2
1
73

2
25

5000
350
19931

5000
12734

Eastern Cape
Free State
Gauteng

North West
Western Cape
Total

Rural areas covered

Mount Frere
Sasolburg, Trompsburg
Warden
Pietermaritzburg,
Empangeni
kwaHlabisa, Mtubatuba
Mooi River
Thabazimbi, Modimolle
Bela-Bela
Roosenekal, Siyabuswa
eMalahleni
Mahikeng
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Consumer communication
CMS News
CMScript
Website
Social media
Exhibitions, invitations to community workshops,
Union members, employer groups, etc.
• Medical schemes’ communication channels
• Interviews on national and community radio
stations
• Advertisements on print media
•
•
•
•
•
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Stakeholder relations
• Principal Officers and Trustees Forum
• Marketing Forum with schemes’
marketing & communication heads
• Call centre & administrator information
sharing sessions
• Indaba’s with industry stakeholders
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Medical scheme concerns
• Bigger medical schemes are expected to have more
bargaining power to negotiate rates with service
providers
• Economies of scale – benefits have not materialised
when looking at non-healthcare expenditure
• DSPs: Method of selection should be based on a
clearly defined and reasonable policy based on
affordability, cost-effectiveness, quality of care and
member access to health services
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Solvency

Solvency %
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34,2

37,3

36,3

Membership growth
42,5
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37,9

38,0
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36,6
32,9
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20,0
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38,3
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37,4

38,2

37,9

32,6

33,3

33,3

29,7

30,0

2013

2014

29,1

27,4

27,6

28,7

2009

2010

2011

20,9
10,0

13,3

13,5

15,1

Year

2000

2001

2002
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2004

2005

2008
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Prescribed solvency level

Industry average (all schemes)

Industry average (open schemes)

Industry average (restricted schemes)

Linear (Industry average (all schemes))

Solvency
• CMS is aware of comments relating to the level of
statutory reserves at 25% of gross contribution
income as per regulation 29
• CMS responsibility to enforce provisions of the Act
remains
• CMS has commenced work on the review of the
solvency framework
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Administrators
Discovery Health (Pty) Ltd
27.2%
Metropolitan Health
Corporate (Pty) Ltd
25.3%
5 biggest administrators =
83.8% third party administered
market share
Other
9,6%

GEMS joint administration contract:
• Metropolitan Health Corporate (Pty) Ltd
• Medscheme Holdings (Pty) Ltd

V Med Administrators

(Pty) Ltd
1.2%
Momentum Medical
Scheme Administrators
Self-administered
(Pty) Ltd
6.6%
2.9%

Medscheme Holdings (Pty)
Ltd
27.2%

Administrators
• Five third-party administrators dominate the market:
– Discovery Health (Pty) Ltd
– Metropolitan Health Corporate (Pty) Ltd
– Medscheme Holdings (Pty) Ltd
– Momentum Medical Scheme Administrators (Pty) Ltd
– V-Med Administrators (Pty) Ltd
• Together, they administer 83.8% of the third-party administered
market
• GEMS included in both Metropolitan Health Corporate and
Medscheme:
• Nature of relationship between schemes and large administrators
should be at arms-length - undesirable business practice declaration
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Total benefits paid per discipline
0.7%

5.3%

5.2%

2.8%

4.3%

2.5% 2.1% 2.0% 0.0%

0.0%

37.6%
37.6%

6.6%
6.6%
7.6%

16.6%

16.6%
Hospitals
Supplementary and Allied Health Professionals
Medical Specialists
Surgical Specialists
Other Health Services
Anaesthetists
Dental Specialists
Medical Technology

All Specialists: 23.5% (5 categories)
Hospitals + Specialists + Medicine = 77.7%

Medicines Dispensed
General Practitioners
Pathology
Radiology
Dentists
Total out-of-hospital managed care arrangements
Ex-gratia payments
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Total Benefits paid to Specialists
All Specialists: 23.5%
• Anaesthetists:

2.07%

• Pathology :

5.32%

• Radiology:

4.31%

• Medical Specialists : 6.61%
• Surgical Specialists: 5.2%
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Concerns relating to Specialists
• Relationship between hospitals and specialists and
other associated providers such as pathologists and
radiologists needs to be investigated to ascertain
its contribution to cost and utilisation
• Specialists in South Africa also have market power;
they are a scarce resource
• Specialist groups’ interest in being part of the
medical schemes’ DSP networks is not transparent
and differs by speciality
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Surgical Specialists by region
45.0
40.0
35.0

Percentage (%)

30.0
25.0
20.0
15.0
10.0
5.0
0.0
Surgical Specialists
% Membership

Eastern Cape

Free State

Gauteng

6.2
7.9

4.3
4.6

41.1
33.8

Kwa-ZuluNatal
15.5
14.8

Limpopo

Mpumalanga

2.0
5.0

1.9
6.7

Northern
Cape
1.1
2.2

North West
2.5
6.0

Western
Cape
25.4
14.9
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Concerns relating to Specialists
• Larger medical schemes/administrators can enter
into arrangements with some specialist groups but
the rates are not transparent and still fee-for-service
arrangements
• Balance of schemes without bargaining power have
difficulty in entering into DSP arrangements with
specialists
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Concerns related to Hospitals
• Hospital costs are a key cost driver, and the rising trend is
important
• Other factors influencing private hospital expenditure that
have been stated:
– Fee for service reimbursement incentivises utilisation
increases
– New medical technologies drive up costs and utilisation
– Disease burden and ageing have also been cited
as drivers of utilisation
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Trends in Age
36.0

Average age (years)

34.0

32.9

32.6
31.8
31.5
32.0 32.0
31.9
31.7 31.531.6
31.5
31.3
29.8
30.0

32.9
31.6

29.6

33.1
31.5
29.4

33.3

33.8

31.6
29.5

33.6

33.5

32.0

31.9

32.1

29.9

30.0

30.2

28.0

26.0

34.7
31.2

24.0
2005

2006

2007

2008

2009

2010

2011

2012

34.8
31.1
2013

Open schemes (excluding DHMS)

Restricted schemes (excluding GEMS)

Open schemes

Restricted schemes

34.6
31.0
2014

Consolidated

Average age: 32.1 years
PMB/Healthcare cost can increase without an increase in the average age
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Concerns related to Hospitals
• The private hospital market in South Africa is
an oligopoly :
– Private hospitals are partially regulated
– Private hospitals enjoy overwhelming
advantage over their competition
– Significant barriers of entry for new
hospitals
40

Medicine
• Biological drugs are very expensive
• Registration of new drugs at MCC is very time
consuming
• Perverse incentives- providers have
relationships with certain drug companies
• This results in limited competition
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Quality of Care?
• Value = Quality/Cost
• where Quality = What, How and Patient satisfaction
• CMS and ITAP are involved in a process of identifying
minimum standards of care for CDL conditions
• Process and outcome indicators were identified for 9 CDL
conditions
• Of the 9 conditions – indicators of 7 of them have been
collected from the schemes through ASR
• Incorporated into managed care accreditation standards
to demonstrate quality of care provided

Indicators for a few CDLs
Diabetes Mellitus (1 and 2)

Hypertension

HIV

Process indicators
at least one (1) Fundus Exam test

at least one (1) electrocardiogram test at leat one ART treatment claim

at least two (2) HBA1c tests

at least one (1) Creatinine / eGFR test

for whom CD4 count was taken

at least one (1) LDL / lipogram test

at least one (1) total cholesterol test

for whom Viral Load was taken

Hospital Admissions (All cause)

Ischemic Heart Disease

Hospital Admissions (All cause)

Mortality (All Cause)

Chronic Renal Failure

Mortality (All Cause)

Renal Dialysis

Hospital Admissions (for Stroke)

3rd line treatment Regimen

at least one (1) Creatinine/ Albumin test
beneficiaries receiving Statins
Outcome Indicators

Retinopathy
Amputations
Neuropathy
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Coverage: Hypertension
2014

2013
Hypertension

No of Patients in sample
Process indicators - Unique beneficiaries

404 161

382 153

2014

2013

at least one (1) electrocardiogram test
at least one (1) Creatinine / eGFR test
at least one (1) total cholesterol test

33.8%
43.3%
61.1%

34.6%
43.7%
60.7%

Outcome indicators - Unique beneficiaries
Hospital Admissions - Day
Hospital Admissions - More than a day
Co-morbidities Diabetes Mellitus

19.3%
35.3%
22.7%

19.3%
34.7%
23.7%
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Benefit Options
• Medical Scheme options need to comply with
Section 33(2) of the Act in that they need to:
– include PMBs (5 PMB only options, < 1% of
beneficiaries)
– be self supporting
– be financially sound
– not jeopoardise the financial soundness of existing
benefit options
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Benefit Options
• Currently the average number of options registered by schemes are:
– 3.3 for all schemes
– 2.3 for restricted schemes
– 6 for open schemes
• Options are designed to comply with the requirements of Sec 33(2) and
comprise of the following benefits:
– In and out-of-hospital benefits
– Medical Savings accounts
– Self payment gaps
– Threshold benefits
– Preventative benefits
– Day-to-day benefits
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Prescribed Minimum Benefits (PMBs)
• PMBs are important to protect members against
catastrophic health events that can bankrupt them
• There is no evidence that abuse of the payment for
PMBs “in full” is widespread amongst providers
being a leading cost driver
– there are instances of abuse by providers
– need to compare charging for PMB vs Non-PMB

• At the same time some medical schemes fail to
implement the tools available to mitigate the costs
of PMBs - Regulation 8(2) & (4)
48

Medical scheme interventions
• Regulation 8(4): pre-authorisation
• Regulation 15
• Annexure A: prevailing practice in the state
Designated Service Providers
• If services are not readily available from the DSP or if there is no DSP
within reasonable proximity the scheme must pay a PMB in full.
• Co-payments only apply if a member voluntarily uses a non-DSP.

Formularies
• Only formulary drugs paid in full unless this drug is ineffective or has an
adverse reaction on the member.

Protocols
• Protocols must be based on evidence-based medicine which includes
considerations of affordability and cost-effectiveness.
• Alternative treatment must be allowed if a protocol is ineffective.
• Additional treatment will be paid if a provider motivates that there is still a
functional benefit.
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Prescribed Minimum Benefits (PMBs)
• In terms of the Explanatory Note of Annexure A of
the regulations, PMBs are to be reviewed every 2
years by NDoH
• PMB consultative review process was concluded in
2010 for the NDoH including a review of Reg 8
• Review of PMBs not concluded and inclusion of
more Primary and Preventative Healthcare is being
considered
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PMBs - Regulation 8
• Reg 8(1) refers to payment “in full” in terms of the
decision of the SCA in the matter
• “in full” means invoiced amount
• CMS has responsibility to ensure that the
interpretation and application of legislation is as
provided by the courts
• Amendment to Regulation 8 published by the NDoH
seeks to review the provision due to concerns
raised by funders
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PMBs - Regulation 8
• Challenges to Regulation 8 has been:
– by the BHF seeking a declaratory order but was
dismissed on an interlocutory basis due to failure to join
all medical schemes
– by Genesis Medical Scheme in the Cape High Court
against the Minister of Health to strike down Regulation
8. Currently the scheme is challenging an order of the
Cape High Court admitting a range intervening parties
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Cost of the PMBs for 2014
• Actual cost
– R567 per beneficiary per month

• Proportionally 52,5% of all risk benefits paid out are
for the PMBs (for 2013 this was 53%)
• As a result 47,5% of all benefits paid are towards
non-PMB benefits
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Cost of the PMBs
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Beneficiaries 2014

Beneficiaries 2013

PMBs 2014

PMBs 2013

Average 2014

Average 2013

• The cost will fall if we can have an increase in membership in the age bands 1 to 40
• Haemophilia the most expensive CDL to treat: R31 900 per patient per month
• CMS will continue to collect the Scheme Risk Measurement (old REF) data, but only through the Annual
Statutory Returns
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Schemes do not compete at the
same level
1400

Amount per beneficiary per month
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0
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Contractual relationships
Consumer
Clinical
relationship

Financial
relationship

Sec 59: discretion to pay
provider or member

Healthcare
provider
Referral systems:
Specialists and Hospitals

DSP /
Managed Care
agreements

Medical
scheme
Administrators
MCOs
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DSP arrangements
• CMS view on DSP arrangements is that if a scheme
does not designate a DSP then members must be able
to access PMB at any provider in full
• In the recent Genesis SCA case, scheme refused to
fund PMBs if member does not go to State facilities –
the scheme was refused leave to appeal by the
Constitutional Court
• The ruling of the SCA reaffirmed our position that the
Medical Schemes Act does not provide that there
should be zero funding in instances where a scheme
has not appointed a DSP and a member elects to
receive healthcare services from a private hospital
57

DSP arrangements
• Previous complaints lodged with Competition
Commission on schemes' refusal to include them in
DSP arrangements have been dismissed
• If a DSP is not accessible a member is allowed to
use any provider without a co-payment Reg 8(3)
• Penalty co-payments are levied if a member
voluntarily uses a non-DSP
• Practice of schemes to use Sec 59(2) to force
providers into DSP contracts
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Medical Scheme Inflation
Medical Scheme Inflation = Tariff Inflation + Utilisation
Tariff Inflation: Approximately 5 – 7 percent
Utilisation:
Approximately 2 – 4 percent
• Utilisation: Increase in prevalence, ageing, member movement,
patient and provider behaviour, delivery mode (clinic versus
hospital, GP versus specialist), benefit design, etc.

• Challenge for the industry and the Competition Commission is to
measure the Utilisation component of Medical Scheme Inflation
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Contributions & Inflation
Percentage (%)
16,0%
14,0%
12,0%
10,0%
8,0%
6,0%
4,0%
2,0%
0,0%
2001

2002

2003

2004

Average CPI

2005

2006

2007

2008

2009

Contribution rate increases
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Increase differential

Increases in contributions on average 3% above CPI
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Pricing of contributions
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Contributions = Claims + Non-healthcare expenditure +
Million (R)
(Reserving - Investment income)
6 000

5 257,6

5 010,6

5 000

4 290,7
3 693,3

4 317,0

4 000
2 786,2
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0
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-1 056,5

-1 019,7
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Out of pocket payments
• Data not complete: Underestimate as beneficiaries
do not claim for all OOP spending
• Out-of-pocket expenditure: R20,7 billion
• Bulk of payments: Medicines (33%) and specialists
(25%)
• Benefit design: Differ from benefit option to option
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Statutory pricing and coding
• Correct market power imbalance in “fee-for-service ”
negotiation through central bargaining system
• “Statutory pricing authority” should be:
–
–
–
–

Independent
Inclusive of all relevant stakeholders
Binding on participants
Decisions based on evidence and scientifically determined

• Coding impasse in the industry – standard definitions
and coding should improve information asymmetry and
relationship between parties
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Role of other health insurance products
• The proposed demarcation regulations, seek to ensure that health
insurance products do not undermine the social solidarity
principles in medical schemes, while at the same time serving
the needs of those who require additional protection against healthrelated risks:
– prohibition from discriminating against any person on the
grounds of age, gender and other criteria;
– enhanced product disclosure/marketing requirements;
– product standards which limit policy benefits; and
– limitations on bundled type health insurance products which
replicate medical schemes
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Medical Schemes Amendment Bill
(MSAB)
• The need to improve efficiency in regulating the
industry resulted in a review of current legislation
and the drafting of the MSAB
• The following issues are dealt with in the MSAB:
– Improved Information management
– Membership and contribution related issues reviewed
– Updated complaints and appeals processes
– Enhanced system of governance
– Updating in definitions and references to legislation
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Medical Schemes Amendment Bill
(MSAB)
• The following issues are dealt with in the MSAB
(cont’d):
–
–
–
–
–

Powers to publish guidelines
Extended limitation of liability
Updated fines and penalties
Submission of reports
Brokers
• Aligned with Financial Services Sector

– Administrators
• Code of conduct
• Standards for self-administered schemes
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Conclusion
• Lack of regulation of Hospitals – largest cost driver and forprofit entities
• Regulation of providers need to be reviewed to enhance the
challenge of information asymmetry to empower members
• Improve current legislation and regulations and continuous
review of concurrent legislation
– MSAB and PMB review

• Consumers have to be empowered to make informed
decisions concerning their health
• Contracting with service providers need to be transparent and
promote access
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Conclusion
• Relationship between schemes and administrators is
concerning where no arms-length arrangements are visible
• Demand and supply effects on healthcare services are to be
reviewed
– Demand by users and incentives to over-supply
– Moral hazard: Party receiving treatment not responsible for
payment

• Absence of risk adjustment
– To assists in the redistribution of financial resources among
schemes to reflect more accurately the expected risk costs of
members.

• Need for pricing and coding certainty but need to deal with
the challenge of increased utilisation
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Conclusion
• Prescribed Minimum Benefits:
– Review of be conducted every 2 years by NDoH
and CMS
– Review of list and treatments and inclusion of
Primary and Preventative Healthcare benefits to
be conducted
– Reduce abuse of legislation by reviewing
Regulation 8
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Conclusion
• Revision of the private hospital licensing
system to address inappropriate market
concentration:
–Emphasis on the needs-based criteria for
the licensing of new private hospitals
–Diversity in hospital ownership through the
licensing system and reducing barriers to
entry
71

Conclusion
• Failure to address the central systemic cost factors
on the supply-side of the health system will lead to
a challenge to the affordability and access to
healthcare through medical schemes.
• If healthcare costs are not regulated it will have an
adverse impact on members’ access to healthcare
through medical schemes.
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Thank you

