Market Inquiry into the Private Healthcare Sector
Public Hearing 5
Day 3
held at
HMI Offices, Trevenna Campus
Sunnyside
on
5th May 2016

Panel:
 Chairperson: Chief Justice Sandile Ngcobo
 Professor Sharon Fonn
 Dr Lungiswa Nkonki
 Dr Ntuthuko Bhengu
 Drs Cees van Gent
Stakeholders/ Presenters:
 Radiological Society of South Africa/Dr Richard Tuft: pg 3 –
193.
 Mediscor PMB/ Mr Rademan pg 194 – 290.

Ground Level Enterprises (Pty) Ltd
www.groundlevel.co.za

Transcriber’s Certificate
I, the undersigned, hereby declare that this document is a true and
just transcription, in as far as it is audible, of the mechanically
recorded proceedings in the matter of:
Health Market Inquiry Public Hearings
5th May 2016

....................................................
Transcriptionist:

Date: 5th May 2016

Editor’s Certificate
I, the undersigned, hereby declare that this document is a true
reflection, in as far as it is audible, of the mechanically recorded
proceedings in the matter of:
Health Market Inquiry Public Hearings

....................................................
Editor: Godfrey Malgas

Date: 5th May 2016

Health Market Inquiry

4th May 2016

Page 3

___________________________________________________________________

SESSION ONE

RADIOLOGICAL

SOCIETY

OF

SOUTH

AFRICA

JUDGE NGCOBO Thank you, now let’s just make sure that we
have the panel. Is this the Radiological Society of South Africa?
DR TUFT Yes.

10

JUDGE NGCOBO Okay, would you please place yourself on
record indicating who are t he other panel members and also put on
record your names and then indicate to us who is going to lead the
discussion.

DR TUFT Thank you Mr. Chair. My name is Richard Tuft. I am the
Executive Director of the Radiological Society of South Africa. As
20

the brief background I am a diagnostic radiologist and I have
worked in both private sector and public sector. On my left is
Doctor Sheldon... who is the President of the Radiological Society
and he is a radiation in private practice. And on my right it is Mr.
Martin Versfeld from … I will be doing the presentation.
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JUDGE NGCOBO Thank you, go ahead.

DR TUFT Chair, 1 s t of all thank you for inviting us to make this
presentation. I should just note that our attendance was requested
by the panel. At the time of th e request we asked if there were any
specific issues the panel wished to interrogate us on and we were
10

informed that there were none. But we should make the general
presentation.

JUDGE NGCOBO You have been aware of this inquiry have you
not?

DR TUFT Very much so.
20
JUDGE NGCOBO Is there any specific reason perhaps why you
chose not to participate in the sharing in the public hearings.
DR TUFT Well the public hearings were voluntary and it was
clearly stated…
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JUDGE NGCOBO Perhaps if we, one of us must spea k so that we
can hear one another. You did make a written submission right. Is
that right?

DR TUFT Correct, we made a written submission .

10

JUDGE NGCOBO Okay, and then the public hearings?

DR TUFT The information we received from the Commission was
that public hearings were for additional information that hadn’t
been presented in the written submissions. We felt that at that time
we had no additional information that we wanted to put forward.
WE noted your request not to repeat the same information. So we
20

did not apply to make an oral submission.

JUDGE

NGCOBO

Perhaps

there

must

have

been

miscommunication because the purpose of those general hearings
was really to understand how the various stakeholders interact with
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one another. That is why most of who but not all of those who made
a written submission came to talk to us about that. How do you
interact with hospital and other stakeholders? That was the reason.
Thank you, proceed.

DR TUFT Thank you, so the way we are going to do this is I am
going to briefly introduce the Radiological Society and radiology
10

and private radiology in South Africa, some aspects of peer review,
coding structure and comments to previous submissions made
regarding the Radiological Society and radiology in general.

As

background,

the

Radiological

Society

is

a

professional

Association of radiologists in South Africa, Namibia, Botswana and
Zimbabwe. It is worth noting that we do not have statutory powers.
20

The only powers we have over our members are those of expulsion
from the societ y. The Radiological Society has been set up to
promote common interests of its members, to promote sound
relations amongst radiologists and between radiologists in private
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and public hospitals, government, the medical profession and the
International Radio logical Community.

One of the important works of this society is to provide continued
medical education, qualified radiologists and those in training. We
have in the health professions council registered 913 radiologists.
We are not sure how accurate that is, some of these are retired but
10

the Radiological Society has got 805 members. So putting those
two figures together we believe we are representative of the
profession.

JUDGE NGCOBO Your statistics is most recent, is it? You have
just compiled for the purposes of this hearing?

20

DR TUFT That is Correct.

JUDGE NGCOBO So you haven’t checked the one th at has been
provided by the Health Professions Council?
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DR TUFT That was taken from their site.

JUDGE NGCOBO Okay.
DR TUFT As background radiologists are D octor, they are medical
specialists with training, internship, communit y service and then
four or five years specialist training. And then after that it will take
a radiologist 13 years to qualify.
10
Our primary concern as radiologists is the well -being and health of
our patients through accurate and timeous diagnosis. Radiologists
are specialists in the interpretation to images and that includes x ray,

ultrasounds,

mammography,

CT,

MRI,

CAT

CT,

and

interventional radiology which is a combination of both di agnostic
and therapeutic radiology. Where the radiologists moves from the
20

diagnostic aspect to the therapeutic side.

JUDGE NGCOBO Just tell me, can any medical Doctor tap into
those images or must you be in possession of a specialized training
to be able to read and interpret those images?
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DR TUFT Any Doctor or health care professional can look at
images. Were the radiologists is distinguished from the rest is the
radiologists is trained at a much higher level in the interpretation.
And the difference of the radiologists from other Doctors is the
radiologists’ primary function is to produce a written report on the
findings of those images and carry the responsibility and the
10

medical legal responsibility for the accuracy of that report.

JUDGE NGCOBO I am asking you because we were told by one of
the Doctors that it is something that they can do as well. That is
what we were told. I just want to know precisely what is the
difference.

20

DR TUFT In the paper that I submitted to you there was a paper
written by David Levine called Martin Lecture. And in that he deals
with the difference and competence of various groups comparing
specialist

radiologists

and

non -specialists.

And

the

literature

clearly shows that the diagnostic outcome is not the same between
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those who have been formally trained who report on images and
those who have not. So to answer your question, anybody can but
the

outcome

and

the

level

of

confidence

differs.

We

will

specifically deal with the comments made by professor… later on.

JUDGE NGCOBO I am asking you this because as a lay person
who unfortunately has had to go to various Doctors, you come back
10

with these images and you give them to our Doctor or specialist and
puts them somewhere and he looks at it and he starts telling you
what the problem is in addition to the report. That is why I am
asking you whether you do have to have a specialized knowledge
that is just particularly with the knowledge of those in your
profession.

20

DR TUFT We would hope that all connections have a working
knowledge of images they use in their speciality and we encourage
that. What we are saying is our s is done at a different level,
training and accreditation.

So

the radiologists’

role includes

developing and managing imaging pathways, contributing to patient
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care pathways, developing and updating diagnostic protocols and
very importantly using radiation protection and those reduction
methodology to predict patients from the dangers of ironizing
radiation.

The

ironizing

radiation

is

the

radiation

used

in

convention al x-rays. When properly used and properly controlled,
this is safe. But when used by untrained people there is potential
risks to the patients.
10
The radiologists are involved in the managing of the patients’
experience as they do through their imaging de partments. They are
involved

in

hands

on

examination

such

as

ultrasounds

and

horoscopy and their main and primary function is the interpretation
of imaging and the issuing of definitive reports on those images.
As mentioned we are also involved in interven tional procedures and
20

we have a central role in multi -disciplinary teams. A concept we
will also discuss when we come to Professor … presentation. Now
radiologists are generally preferred examinations by health care
professionals and they can be Doctors, p hysiotherapists, other
allied health care professionals. And we believe it has been
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established

through

the

health

professionals’

council

a

clear

separation of the ability to own especially high -tech equipment and
the ability to refer. I will deal with the dangers of self -referral and
over servicing later on. We are not involved as group practices; we
seek this as a problematic area. If you have a group of specialists
who are involved in the same practice with the same financial
interest as a radiologist yo ur incentive, then to over refer is
10

significantly increased.

There is no hospital ownership of radiological practice in the
private sector.
JUDGE NGCOBO Sorry by group you refer to, by group practice
you refer to … with other medical specialists.

20

DR TUFT With other medical specialists.

JUDGE NGCOBO I understand.
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DR TUFT Radiologists are allowed to go into practice with nuclear
medical

physicists

which

we

perceive

as

very

similar

to

radiologists.

JUDGE NGCOBO Nuclear?

DR
10

TUFT

Medical

physicians

may

go

into

practice

with

radiologists. In many countries the speciality of radiology and
medicine is combined so it is complimentary diagnostic speciality
where patients are referred to the specialist. That the radiology
departments in South Africa are owned by the radiologists.

There is no fee sharing with any 3 r d party and it was a question
asked in one of the previous submissions how radiologists pay for
20

the space in hospitals. Radiologists pay rental in the hospitals at
market related rates unrelated to tur nover.

JUDGE NGCOBO You practice in groups, i.e. a number of
radiologists come together. Is that right?
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DR TUFT It varies, in small centres, small towns there may be one
or two radiologists in practice and in larger centres there may be
radiologists in u p to 30 in a practice. But even in a larger centres
there will be multiple practices. There are 85 practices in the
country. So there is no significant market concentration.

JUDGE NGCOBO So where you practice as a group in these major
10

cities that you des cribe does each radiologist have his or her own
specific practice be it differently, whatever patient that he sees and
what gets paid for comes to him. Does it go to the group and they
will share?

DR TUFT It will go to the group.

20

JUDGE NGCOBO And then th e group shares.

DR TUFT Correct.
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JUDGE NGCOBO and then do you as a group come together to
determine what needs to be charged for this or that.
DR

TUFT

the

practices

are

what

is

charged

for

them,

no

radiologists are very much free takers. Radiologists are different
from most specialists in as much you will find the average
radiologists will charge the benefit determined by the funders.
Radiologists
10

do

not

charge

multiples

of

the

benefits

and

radiologists do not charge additional fees for PMB cases.
JUDGE NGCOBO But within the group, do you come together to
discuss what we can and cannot accept by way of a tariff?

DR TUFT No, I do not think that is even a discussion. I think
radiologists are fee takers and because they have a large number of
patients coming into the practices with a minimal credit control
20

because these are not repeated patients as you would expect in a
general practice or in a specialist’s practice. So most of the
patients who are coming in are new patients. Most people will go to
radiologists once every few years and not every week or regularly.
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So the way they operate radiologists fees will match the benefits
provided by the funder of that patient belongs to.

JUDGE

NGCOBO

So

in

other

words,

are

you

saying

that

radiologists have no saying w hatsoever on what to charge for their
services, they simply accept what is offered to them by the
different medical schemes?
10
DR TUFT That is Correct. They have, they are perfectly entitled to
charge more than their benefits but most will choose not to and be
free takers and take the benefit as the fee.

JUDGE NGCOBO Will they take something which they will
consider to be unreasonable?
20
DR TUFT I can imagine if it is unreasonable they wouldn’t take it
but we do not have that situation. The Radiological Soci ety has a
policy on guidelines. Now it is important that there are guidelines
to direct to referring Doctors and uses of radiology services, how
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they should do things and what they should do. We are a small
country, we have a small number of radiologists a nd it really does
not make sense for us to reinvent the wheels. So what we have done
is look at the best International guidelines, we have taken these and
we have either used them as what they are or adopted them for the
South African environment.

10

The tools used, the 1 s t one is the ACR, the American College of
Radiology appropriateness criteria. We have a licence to use that
and distribute that. This classifies every radiological intervention
on a scale from 0 to 9. With 0 being not indicated and 9 being
highly indicated and we have circulated these the funders as an
indication of what is… radiology in modern current practice. We
have made an arrangement with the Royal College of Radiologists

20

and you will c from the image on the screen there is the opening
screen of I refer which is a computer -based support system. This is
on the iPhone and you will c on the bottom left it is the
Radiological Society logo indicated that we have approval and
licensing to use this product. This has been sent to all medical
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schemes. And what this does allows the referring Doctor on
desktop, tablet, smartphone when he or she has a clinical situation
and is not aware of what imaging process to use this will guide him
into the process.

Private radiology in South Africa is hospital based. There are 85
major
10

practices.

If

we

look

at

the

numbers

of

radiologists

registered at the practices or the practices registered with the
practice numbering system, there are more than that but this
includes radiologists who are no longer in practic e who may have
retired. So effectively there are 85 private practices in the country.
All these practices provide a total service. All will have CT,
computerized… and most of these will have MRI.

20

JUDGE NGCOBO I just want to ask a question. You say the
radiologists practice is hospital based. Why is it so? Is it because
of the equipment they need to use of is it a matter of preference?
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DR TUFT If you look at the average practice, approximately 50%
of the work done by the practice will be generated by the hospital
in which the practice is situated. So these are patients in the wards
or patients coming from the consulting rooms of the Doctors who
are attached to that hospital. And the other half comes from
outside. So it makes a lot of sense now rather than to have a
radiology department in the hospital to deal with the inpatients,
10

ICUs, casualties, wards and then have a separate department for
outpatients. There is no reason why that should not happen but
there will be a duplication of courses and you can im agine a
practice doing that. But then probably will have to have 2 CT
scanners, 2 MRIs whereas you will only have one if you do it in
one place.
There is almost invariably one practice per hospital. And those

20

practices provide 24 hour services to the hospi tals, to emergency
units and to the surrounding general practitioners and specialists
who are in the area.
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Radiologists

generally

do

not

have

a

fee

differentiation

for

…services and as mentioned earlier the radiologists are generally
fee takers in that t hey charge medical fee rates. The Radiological
Society is involved in peer review processes and this is peer review
both to look at billing methodology which really relates to the way
radiologists are practicing. And we are involved in two operations
in this firstly with … you will remember today, the presentation to
10

the panel radiology was covered in two or three sentences. In that
presentation there was a question from one member of the panel
about leases but radiology does not have significant market
concentration and we have an interactive approach to look at
outline, billing practices through that and we will assist in making
sure that radiologists are billing appropriately for the billing
indications.

20
We have had a peer review process with a major med ical scheme.
Of the 85 practices, 25 are identified and these billing processes
were assessed by 5 radiologists completely blind. So when they
assessed the billing profiles they were not aware of which practices
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they were looking at. There was only one per son who was aware of
which practices which were being interrogated and that was myself
and I must mention I am no longer in private practice.

The important thing coming out of peer review is that usually
simply by showing people their profiles, or showing people their
outliers you can change behaviour. And we have seen this on an
10

anecdotal basis so far. We have only run this for one year but it
seems to be a very useful exercise.

JUDGE NGCOBO Is there any report of that?

DR TUFT No, we do not have a for mal report of that.

20

JUDGE NGCOBO How does one access or come to know about
what were the findings of this peer review?

DR TUFT It hasn’t been published, it is not in the public domain.
The information is largely that of the scheme involved and I think
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from those reasons they do not wish to put it out in the public
domain. But if I can proceed and show you…

JUDGE NGCOBO Sorry just before you go on. Are you saying that
this information is with the schemes?

DR TUFT This information is with the schemes that we did the
10

peer review exercise with.

JUDGE NGCOBO Would you have any objection if we have that
report?

DR TUFT There is no formal report and it will not be asked to give
to you but we will have to consult and come back to you on that.
20
JUDGE NGCOBO What is available?

DR TUFT What is available is the slides that I am showing you at
the moment and if I can talk to that, maybe we…
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JUDGE NGCOBO No, you see I am interested in the peer review
that you are talking about. What I would like to know whether th e
results of that are they available for us to look at?

DR TUFT At this stage they are not.

10

JUDGE NGCOBO Why not?
DR TUFT Because it was an internal peer review process done by a
single medical scheme and we will need their permission to put this
out to the public domain.

JUDGE NGCOBO What is there a report with you or the scheme?
DR TUFT There is information. Mr. Chairman may I finish this
20

slide and perhaps we can take it on once I have presented the other
information.

JUDGE NGCOBO No, what I want to know is; is there a written
report? Your colleague is checking his, so there is no report?
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DR TUFT I beg your pardon; I have said there is no report.

JUDGE NGCOBO So you do not have to ask for any permission to
release this if there is nothing to release from what you are telling
me.

10

DR TUFT You are correct. We will have to write a report as the
report does not exist. If you look at the slide you will see that the
practices

in

the

country

were

categorized

due

to

cost

and

efficiency. And what it shows ver y clearly is the majority of the
practices are sitting in the bottom left of the slide. Which shows
that the cost is less than expected and the efficiency is greater than
expected. So this would show generally the majority of the
20

practices are doing well a nd there are no outliers.

PROF FONN Sorry, can you just explain the efficiency measure,
what do you mean by that?
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DR TUFT The efficiency is an analysis, if you look at the outliers
of the efficiency that are doing more expensive examinations. If
you go to the right and look at the cost they are doing more
examinations per patient. So that is invariably a distinction. An
inefficient practice is using more expensive tariff codes than
perhaps they need to do. But as in all peer review operations, you
have to drill down and see what is happening. And we looked at
10

these various practices. And what came out of these was that the
increased radiology down on the right hand side of this related to
disease burden, the different profiles of the foreign Doctors in the
hospitals. To some extent there was some up coding were people
were using slightly more expensive examinations.
::::::::::::The up coding took place on a vertical axis isn’t it. It is
not on the horizontal.

20
DR TUFT Up coding took place on the vertical axis and you can
see there a small little box of the financial impact is low but what
comes out of this is we need to do a bundling exercise. The way
radiology is practices has changed. I can give you an example of
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the way this CT scanning forms a large pa rt of the pay-out for the
medical schemes. Traditionally a few years ago CT scans would be
done pre-contrast and then the examination repeated after the
injection of the intravenous contrast. With modern technology and
modern protocols, this is no longer n ecessary. We are still seeing
some outliers who are doing what we view as unnecessary work.
And this is the purpose of this to identify them, to speak to them,
10

to counsel them and try and bring them into the correct way of
performing.

PROF FONN Just to un derstand, who is ordering… I mean whose
practice is reflected here. Is it the referring physician or is it the
radiologists? What are we seeing here?

20

DR TUFT It is a combination of both. We found that often with the
increased radiology there is quite sign ificant pressure from the
referring Doctor to do radiology. The radiologist has the ultimate
authority on which is the appropriate procedure to be done. But
there is still referral pressure and this is significant and they way to
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get around this Internatio nally is by the use of guidelines and get
buy in for the use of guidelines and diagnostic pathways from the
professional groups of the referring Doctors. And this was an
important finding of this health care study which is anecdotal
because significant inf erence coming from referring Doctors which
is sometimes out of the control of the radiologists.
The objective is to homogenise the whole thing and get everybody
10

working on the same thing.

PROF FONN So this process, you spoke only to radiologists. You
did not necessarily speak to the referring Doctors?

DR TUFT No that would be the next step.

20

JUDGE NGCOBO

DR TUFT Financial impact.
(inaudible).
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If I may go on. I would like to talk about coding and fees and an
important issue we brought up in our witness submission was that
we believe there needs to be a mechanism for both collective
bargaining and benchmarking of procedures and fees.

JUDGE NGCOBO I think for the record the way you set out the
history of this in your submission was well articulated.
10
DR TUFT I didn’t hear your last comment.

JUDGE NGCOBO I said, I am saying that the way you set out the
history of the timeline in your written submission was well
presented .

20

DR TUFT Thank you.

JUDGE NGCOBO I have been chasing what happened from the
beginning up to where the process is at the moment and ending up
with the high court decision.
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DR TUFT Thank you Chair, if I can go through it briefly. In 1969,
a scale of benefits was published by the … Association of Medical
Schemes grant. And the Radiological Society in 2002 realized that
the existing coding structure and when I talk about coding structure
now I am talking about the descriptors with the added codes which
describes what we do as radiologists was not appropriate for
10

radiology.

So

in

2004

we

publ ished

through

the

CMS

the

Radiological Society 5 -digit coding structure. I will talk about it in
some detail after this.

Later that same year the Competition Committee intervened with
findings of… and the board of health care funders. What that
effectively did, it stopped collective negotiation and it froze us and
20

the rest of the profession at that stage. And we are now 12 years
further on and we really have been able to do very little since then.
In 2004 the interim …was published by the Council of Medic al
Schemes on behalf of the department of health. And that has in
effect in spite of the court case in 2010 which set it aside has been
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what we have been dealing with ever since then and that has been
escalated as benefits by the medical schemes.

In 2006, we spent a great deal of manpower and resources
submitting activity based costing structure in the department of
health but that was in many ways wasted effort but we were not
introduced. We did the same in 2009 and as you well know the
10

department of heal th chose not to implement the work that had been
done by the profession. And in 2010 the high court certified out
appeal.
The net result is that we have a dynamic and changing profession in
radiology. Techniques that we did 10 years ago are no longer
appropriate, equipment has changed, the cists

have changed,

everything has changed. But we are stuck in a coding and our view
20

…billing structures as fee takers that was determined on that date.

JUDGE NGCOBO And since 2010 there has been no activity, is it
right, in relation to fees tariffs?
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DR TUFT We have had a non -escalation in CPI.

JUDGE NGCOBO I mean in terms you know of taking the process.
DR TUFT Well we are precluded. I mean we have done our
internal, we have done cost studies internally but we are una ble to
publish them or we are unable to bring in new codes, we are unable
to implement the new work we have been doing.
10
JUDGE NGCOBO Have you made any attempts to find out what is
the process forward with regard to the NRP?

DR TUFT There is no forward p rocess we are aware of. The whole
thing is in a total state of limbo. And this is really our request to
you that we perceive that one of the things that should be coming
20

out in this whole inquiry is we desperately need a mechanism to be
able to do this wor k. It is not there
(inaudible)

JUDGE NGCOBO If there is a red light then it means you are on.
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MR VERSFELD

Perhaps I should and you may have heard this

from others and just getting involved at this point in relation to the
NHR process. For many reasons n ot the least which I acted in the
context of the Commission’s intervention, acted for parties in as far
as the NHR process where there was concern including it setting
aside. So I have a long history in this particular industry and the
10

legal ramifications associated therewith.

The very real difficulty is that all provider groupings, and I have
represented many; face is the reality that as a group they cannot get
together and discuss what would and wouldn’t be appropriate. This
is a challenge. I articulated for the Commission at the time of the
intervention and in fact encouraged the commission before they
20

intervened to engage with the parties before they try and find a way
forward to avoid the very scenario which providers find themselves
in.
The reality of the industry is that from my perspective in any event;
a statutory umbrella has to be created through which will then
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create a safe harbour where parties can get together and discuss
what would be appropriate. And in particular for the purposes of
developing a none binding and I emphasize none binding guideline.
And I think the NHRPL process in concept was a very good idea. In
concept it was about saying let us go back to ground zero. Let us
accept that the prices that we see in the market today may not
necessarily be appropriate. Some may be inappropriately low, often
10

the case particularly in the case of …providers, GPs and the like.
And others may be inappropriately high.

What we sit with is a world were inflation and CPIs being applied
somewhat blindl y to a benchmark which is no longer frankly
relevant. The idea of going back to a zero base costing model
would be to say let us ascertain what reasonable rate of return
20

should be for each of the provider groupings. And we take it down
to the base level an d we build it up from there.

And that was the intention of our process. So I think as I am
saying, in concept it is a very good idea. The difficulty with the
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NHRPL process as it has been described is that in the context of
those engagements. A statutory f ramework was in fact not created
by which parties could meaningfully engage. What they found
themselves having to do is to engage through third parties such as
health man who would collect information, aggregate it and provide
it in order to avoid the fact that there was a sensitivity in relation
to the application of the Competition Act. In short it was a hugely
10

inefficient process. The reality though is that as you are aware in
terms of the national health act in section 19 there is a statutory
dispensation that could be utilized. And indeed it should be utilized
for the purpose off re -engaging NHRPL process. But let us do it
properly. Not with the Council of medical schemes but through the
department of health, through the appropriate statutory framework
so that these zero based guidelines can be established.

20
And I think if there is any takeaway that this panel can take from
this whole process I suspect you have heard this more than once is
that process needs to engaged in. It is the only way you get to t he
bottom of whether or not the current charges are or aren’t
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reasonable. It is the only way you can get away from difficulty that
certain provider groups have got significant countervailing power
and are able to dictate the schemes they should be reimburs ed at.
And other provider groupings are price takers and are at the … of
the medical schemes.

And so when looking at this timeline I think the key point I want to
10

live with you is that I urge you to engage with the regulators in
particular

the

department

of

health

to

encourage

the

re -

establishment of the framework where the parties can engage
meaningfully. Because at this point it is not possible and the very
difficulty as Richard has indicated that we face now that there has
been significant developments in the provider grouping sector
significantly technological developments Codes are not being
20

allocated, certain services are not being purposefully reimbursed
for and arguably certain services are being over reimbursed for
because there has been technologi cal efficiencies which are not
being recognized.
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This is not a function or the will of the provider. The is a function
of the fact that the providers found themselves effectively trapped
in a world that is not working for either the provider or consumer
or the funders. Thanks so much.

JUDGE NGCOBO Where you involved in the high court, I am
sorry could you just hold on for a second I just want to finalize this
10

matter with your colleague. Where you involved in the litigation in
the high court or did you fo llow it up?

MR VERSFELD I was the lead attorney involved for one of the
key applicants who is involved in setting aside the RPL. What
needs to be understood is that the parties who brought the
application were not unhappy with the concept of an RPL. What
20

they were unhappy was the manner in which that RPL was
ultimately determined or not determined. And you know from
where I am sitting the difficulty was that the department of health
didn’t like some of the outcomes which that investigation yielded.
In certain cases perhaps much to the surprise it was established that
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the current rates of reimbursement were inappropriately low and
they raised the issue of sample sizes. And at the end of the day
certain practices I think were comfortable and many were not wit h
the outcome because ultimately the department deviated from the
outcome those studies yielded and then sort to impose the guideline
which was then inappropriately low. And it was that which the
parties chose. So it needs to be understood that for most pa rties it
10

was not the fact that the RPL or the concept of it that presented a
difficulty. It was the manner in which the process was undertaken
and most specifically how the results of that process were applied
or not applied.

JUDGE NGCOBO Did the parties consider the process followed by
the pricing committee that determines appropriate fee in the context
20

of the pharmaceutical.

MR VERSFELD Are you talking about the dispensing fee? I also
acted for the pharmacists and the challenge to the dispensing fee. I
was the lead attorney along with my colleague. In that process
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interestingly end of course one hoped that the department paused
that process would have appreciated the need to engage more
closely with the industry in order to determine…

JUDGE NGCOBO One of the reasons why constitutional court
struck down the process was precisely because there were factors
that the pricing committee had not taken into consideration. So the
10

issue there was not so much about whether or not its constitutional
to determine an appropriate fee. But rather the process of how you
do that. Although extensive resources had been expended in the
process that there were key factors that the court outlined which
had

to

be

taken

into

consideration

in

determining

the

appropriateness or otherwise of this. So what I want to know is
whether that kind of process, was it considered by the parties in the
20

context of the referral price list.

MR VERSFELD The reference price list just to deal with those
two. One it is as far as the constitutiona l court challenge was …
and of course as you would appreciate we were 1 s t before the Cape
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High Court and then the Supreme Court of Appeal before we ended
in

the

Constitutional

Court.

And

the

debate

there

was

the

appropriateness of the dispensing fee which had been set. And the
argument was it had been set in an in an inappropriately low level
and there were technical issues around the inner committee and
what is should and shouldn’t have done. But that aside the real
issue that arose there is that there had n’t been sufficiently sensitive
10

to the fact that you had different categories of pharmacy. You had
many community pharmacies who didn’t enjoy the volumes that the
inner city pharmacies did. They would have been put out of
business. They also didn’t conside r the cost of dispensing very high
value pharmaceutical products.

JUDGE NGCOBO I do not want you to repeat what the court said.
20

All I am raising is whether because my recollection is that in that
case we did set out some of the factors that committees th at
determine these matters ought to look into it when they determine
this. So what I am asking is whether where the considerations that
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were set out in that decision ever considered in the process of
determining the national price list.

MR VERSFELD I do not know whether it was taken into
consideration in the case of the RLP. What I can say is that it was a
very different process. Firstly, there was a process of engagement
in the case of RPL. It was not a unilateral determination. There
10

were studies perfor med which was not the case in a context of the
dispensing fee. So I would say a lot more effort was made to
engage. The difficulty is it broke down at the level of the ultimate
utilization of the outcomes of this studies and the guideline tariff
which was produced as a consequence.
But I would say largely there were certainly more consultation than
was experienced in the context of the dispensing fee.

20
JUDGE NGCOBO I was under the impression what the court found
in the High Court to be objection as the pro cess.
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MR VERSFELD The process did unravel and it did have an issue
with the process but I would say we, matters were substantially
better handled and there were well handled in the context of the
dispensing fee which is why I think it certainly generated a lot less
media as a consequence.

DR TUFT Thank you. Continuing from the previous slide, so the
10

result of this whole process over the years is that we have had no
new codes introduced. In the last 12 years in radiology we have
seen a massive transitionin g in technology. Radiology has moved
from the analogue to the digital. And the analogy there is we have
moved from the Kodak cameras were we print the films and
distribute the pictures x -ray and packets to an entirely digital
environment where the images a nd reports are distributed by packs

20

which is a picture and archiving communication system and
distributed by intranet, by magnetic media and by the internal. So
we have had a total change.
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Now coming with that is a total change in the costing structure of
radiological practice and have to account from the cost of the packs
and the packs is distributed in different ways across the different
modalities. The modalities have changed. The way things were
done the differential pricing is between the CT SCANS, th e MRIs,
the machines have all changed. And really we have no opportunity
to correct this. So what we have seen is there is pricing distortion
10

due to the technology and cross change. There is to some degree
over and under collection in different modalities. And as much has
been mentioned, we see the solution and it will be our request for
you to consider this as an outcome of the procedure. But we need a
statutory safe harbour with the ability for collective negotiations.
So we can use the activity based cal culations we have been making
over the years but we haven’t been allowed to implement or make

20

the changes that we need to change.
Now as a basis for all this calculation and I have mentioned it
briefly earlier, any medical professional needs a robust codin g
structure to be able to report. When I say report as indicated on the
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billing mechanism or to any other interested body on what is
happening and what has been done.

We obviously have ICD10 which is diagnostic pathway but we need
a billing structure as w ell. So back in 2002 we realized that the
…coding structure was not appropriate. We devised our own and we
are in the process of seeing this rolled out for other users. So
10

radiologists have using this since 2004 but …has in principle
agreed that this could be used for other GPs who are doing
imaging,

should

be used for

radiographers,

for

dentists

and

chiropractors.
Now the Radiological Society coding structure is a 5 -digit coding
system with codes and descriptors for radiologists this replaces the
…4-digit coding system. We looked at CPT which is the American
20

coding structure. It didn’t work in our environment but there are
some similarities to CPT. And the beauty of this is that rather using
multiple codes and multiple modifiers which allows people to
develop large shopping lists …for examinations by adding lots of
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things together. The structure is based on a concept of a single code
for a single procedure.
There is a …modifier called the thorne price modifier which was
related to the old analogue days when the x-ray film had a
specific… that it still exist in this structure, we don’t … in 2004.
So our coding structure is hierarchical structure with anatomical
modality base.
10
Just very briefly for information, the digit shows anatomical ridges.
0 is general and the rest are for anatomical reasons. The second is
an anatomical sub -ridge so the first digit is 1 which is head. We
can do all things, sinuses teeth, temperament etc.

The 3 r d modality gives an indication and you can see from the code
20

what the modality has been used and this ranges from general x rays through to nuclear medicine. And because there are 5 digits,
there are 99 codes available for every 3 r d digit. So we can expand
this and put new codes in as they are required. I will give you an
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example in our system one which shows head, 0 is the brain, 4
indicates MRI and 20 is allocated to MRI of the brain with contrast.
I mentioned bundling because of the change in the way radiology is
practised a lot of the codes are redundant or appropriate for us to
combine different codes and show that the codes are used correctly.
We believe that we need to remove 383, we have 228 codes which
we added and that would leave us with 928. Now as before it has
10

been done in the background and we cannot do anything with i t.
Not

used

by

any

practices,

not

used

by

any

commercial

organizations but we hope at some stage we will be able to both
implement this and bargain as a group for its introduction. In one
of the only presentations Doctor … from SAMA made the comment
that radiology set of codes was one area the practice costs have
been worked out in South African conditions and the others are
20

estimates.

You questioned earlier whether we have been aware of what has
been going on in these hearing. We have watched them all, we have
been in the distance watched it through YouTube; not physically
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present and we have looked at areas that have involved radiology.
There are three areas that we felt that we should make further
comment on. And the first is the report by the department of health
specifically Doctor …made in his report on the 11 t h of March 2016
made a significant issue on the number of CT Scanners in South
Africa. Now the conclusions he came to were determined by the
data he presented. But unfortunately and I think in no fault of his
10

own that data was incorrect. The data that he used to quote the
number of CT scanners as compared to OECD countries was taken
from a publication by Doctor … in the Pan African Medical
Journal.

What had happened here is that two columns whi ch indicated the
number of CT and MRIs in OECD countries had been transverse
20

and the number of CT scanners, the MRI numbers had been used for
the number of CT scanners. We have gotten a letter of correction
which we have submitted with this presentation to you to show that.
The fact of it is, and this is the alleged distribution which was
shown by the department of health in their initial presentation;
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which showed South Africa in the private sector had significantly
more

scanners

than

the

OECD

average.

And

conclusion without substantive evidence was

form

that

the

that this would

require over utilization of these scanners to pay for these scanners.
There was no evidence of that over utilization and we do not
believe there is any.

10

The real case, the one we put the correct numbers into the graph is
this. These are the figures that were submitted by the department of
health. The incorrect ones. If we put the correct ones in, we will
see we had the actual numbers of CT scanners per million
populations is 23.2 r ather than 13.3. And what this shows is South
Africa is below the average. What it also shows is the number of
CT scanners in state hospitals is well below the international norm

20

and that certainly is not an issue that we have any control of. If we
look at it in a slightly different way, the CY scanners in the OECD
countries we see that South Africa in the private sector with the red
arrow is sitting in the middle row and that shows that the number is
appropriate. Again we do not have a great choice for thi s. It is a
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standard piece of equipment in an x -ray department. It is a standard
tool of radiology. No radiology practice, attempting to open a
practice in any new hospital would be allowed without a CT
Scanner that would be part of the basic stipulations a nd part of the
service agreement between the hospital and the radiology practice.
Similarly, if we look at the MRI in the OECD countries you will
see that South Africa private is in the middle of the range and that
10

is dictated by demand and need and as we looked at the peer review
slides earlier there was no indication that there was over use of
these modalities. What the department of health didn’t show you
was there was in the OECD paper there were numbers of PET CTs
and digital subtraction and geography units and the South African
private sector was well below the OECD average. But that didn’t
make the point that the department of health wanted to make. So it

20

was not shown to you.

An issue was made repeatedly about comparison about how many
CT and MRIs we have in the country. But the private sector is well
equipped and it is equipped appropriately to perform modern
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radiology. The CT and MRIs are basic tools. They are related to the
number of hospital department and in addition this equipment is
used for s tate emerging for public -private partnerships. It is used in
emergency situations where there is an obligation for the private
hospital and private departments to look after emergency cases.
And it is used to a significant extent in work defined and funded by
the compensation act.
10
JUDGE NGCOBO May I ask you this. You know patients are
referred to you by GPs or other specialists with instructions to do
x, y, z. is that Correct? The CT scan or MRI or whatever you are
required to do.

DR TUFT Well there are two parts of the request form. The 1 s t one
20

will be, three parts; will be the demographic of the patient. So we
have an assessment of the age of the patient. There will be a
clinical section which tells us what the clinical problem is and
thirdly there wil l usually be a request for examination at the end.
Now the radiologist has the responsibility to look at the 1 s t and 2 n d
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parts and then compare with the 3 r d part. Now if the request is
appropriate that is what this will be done. If it is not appropriate
the radiologist will move it into a different diagnostic pathway
under the appropriate examination.

JUDGE NGCOBO So you do have the responsibility to put it that
way to decide whether in this particular case the CT or MRI is
10

required.
DR TUFT Correct

JUDGE NGCOBO And then you perform it?

DR TUFT Correct

20

JUDGE NGCOBO Okay so it is not really a matter of being
instructed what to do, you are just given the facts and then you
have to decide based on that how best to proceed given your
specialized knowledge and how to get to the root of the problem.

Health Market Inquiry

Page 51

4th May 2016

___________________________________________________________________

DR TUFT Yes, I would like to see it is a request rather than an
instruction.

JUDGE NGCOBO However one puts it, whether it is a request or
whatever. But you do have a decision to make whether to have a CT
or an MRI scan.

10

DR TUFT Correct, but this is nuance to some extent in as much as
the radiology can only look as an overview to ensure that the
request is appropriate. The radiologist does not have the full
clinical examination, the clinical history and all that . Obviously he
hasn’t gone through the same depth as the referring Doctor. So the
radiologist is really acting as a gate keeper role to ensure that in
general that the request is appropriate for what is required.

20

JUDGE NGCOBO Okay, so over use of these e quipment is
probably in the context of those cases where you have to decide
whether you have to do a CT scan or an MRI
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DR TUFT I am sure when we talk about over use we are talking
about appropriate over use and inappropriate over use. Now the
appropriate over uses would be related to disease burden and
different type of practice of the specialist.

JUDGE NGCOBO All I am trying to find out I because of myself
10

as alay person. I cannot tell when you are over using something or
inappropriate using it. I would assume the whatever a medical
practitioner does, he or she does that based on his or her medical
judgment.

DR TUFT That is Correct.

20

JUDGE NGCOBO So I can’t tell when you are over using the
equipment or when you are under using the equipment. Do you
understand what I am saying?

DR TUFT Absolutely Correct.
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JUDGE NGCOBO So now what I am trying to find out that the
suggestion that there may well be over use or an inappropriate use
of these. Like in those areas where you have the power to decide
how to proceed.

DR TUFT That is Correct. But we are not seeing that.
10
JUDGE NGCOBO No, I understand that. There is a different
question entirely because there we will need evidence to suggest
that.

DR TUFT And our point is that we have not seen evidence from the
department of health or anybody else that there is significant over
20

use of any of these.

JUDGE

NGCOBO

How

would

one

dictate

over

use

inappropriately? You did allude to this at the beginning of your
presentation when you do these peer reviews?
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DR TUFT Yes.

JUDGE NGCOBO Is there to dictate and to counsel your calling
and say maybe it is not necessary in cases such as this.
DR TUFT Yes, I think there are two things that are coming out of
that. One is we can pick up when indications for examination may
10

be not correct. But we would see very clearly from the figures
coming out. From all medical schemes that it is very rapidly by
these medical schemes. They know the number of every single
investigational done per member or per covered person. And that is
when you are going to start seeing it. Those are related to the
practices. And if we start seeing that a certain practice is doing
twice as many CT or MRIs examination per indication then we

20

know there is potentially abuse. But we are not seeing that. It is
very clear and we can pick it up very quickly.

JUDGE NGCOBO And how does one distinguish between an abuse
an being over cautious.
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DR TUFT That is a very difficult question. What we are seeing is
we are seeing increased requests for imaging cos of the med ical
legal environment. Doctors are very cautious, there are very
worried they will get sued and the way you are going to make sure
that you are not going to miss something is to do an… procedure.
So there is certainly pressure on that side from referring Doctors to
10

make sure they ae not missing anything.

DR VAN GANT As you have mentioned you have been listening to
our hearings, I think the second presenter is Professor … presented
his case to us. Were he had pains in the chest and went to the
hospital an d was, he had an MRI scan and the Doctor looked at the
scan and referred Professor… to the cardiologist in the same
20

hospital. And then an hr later he had another MRI scan ordered by
the cardiologist. That would b same radiology department I guess.
ECG, I am sorry. But it could be the same department or it could be
a different department.
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DR TUFT No, we don’t do ECGs. ECGs are done by the clinician
or the cardiologist.

DR VAN GANT Could that happen with you?

DR TUFT well examinations could be repeated be tween practices.
But by large patients are aware if they have something done. We
10

have good communications within the practices. If information is
required

by

referring

Doctor

who

uses

a

different

set

of

radiologists, that information will be transferred el ectronically and
we will make an effort to make sure that things are not duplicated.
And certainly the patient who is ultimately responsible for their
medical

expenditure

is

not

likely

to

have

two

expense

examinations.
20
JUDGE NGCOBO I mean as an organizati on are you worried about
the term over use of these equipment?
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DR TUFT I do not think we are. I think the information we got is
that what we are doing is appropriate and this is why we
communicate. But what I would say is to... one has got to be
careful about anecdotal instances such as Professor Hubs would
define what we do, is we are looking at profiles. We are looking at
thousands of examinations done by various practices. And that is
the only way to see if there is any misuse or abuse. And we are not
10

seeing it on any system.

JUDGE NGCOBO And how would you dictate this? There are
those physicians who are to use the term, it is used in these
professions. Who are extra cautious, who do not want to leave
anything you know for fear of missing something and therefore to
go beyond what others would have done in the circumstances. And
20

there are those who will be content in just doing the routine work
unless there is something that stands out and cries out for further
action. Now I just need to understand how d oes one know that here
you are just abusing this equipment.
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DR TUFT We can only go so far. What we are doing is we are
analysing what our members, the radiologists are doing. If we have
an overenthusiastic referring Doctor and let us say one Doctor
would send 5 patients for a certain indication for scanning and the
other would send 10. The indications from those as they come
through from that Doctor will be correct and the radiologists won’t
have the discrimination nor the background to throw them out. Th e
10

only way that that can be sorted out is by doing the same peer
review process through the medical schemes and through the
professional groups of the referring Doctors to look at their
referring profiles and monitor them in the same way.

JUDGE NGCOBO But even then that doesn’t tell the entire story
though because there may be an explanation for that.
20
DR TUFT Absolutely but within all peer review you will have to
look and the example I would give, we see increased scannings
from a certain practice and th en we drill down on that and then we
see their disease burden is different. They have a higher HIV/AIDS
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load which requires more sophisticated or more investigations for
that patient groups.

JUDGE NGCOBO Now have you ever been confronted with that
situation where there has been a suggestion that there is an overuse
of either the CT or MRI scans?

10

DR TUFT We had seen from certain practice profiles that they are
doing more than the norm. Now this is an interesting question here.
The norm is the average. And whether the average is correct or not
is a difficult question. But the only real metric we have at the
moment is to look at what the average practice is doing and we
believe using the average from the big practice is that we are
getting a good assessment of what is the frequency of intervention

20

should be. And we do see on occasion the practices are doing more.
And then we will interrogate that practice and we usually find
simply by showing them your use of this procedure is higher per
patient or member, an average that will bring them to line.
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And there is often a reason for it. It may be they are using a
slightly old fashioned technique or they are doing pre -imposed
scanning which is no longer indicated.
JUDGE NGCOBO What would trigger that investigation ?

DR TUFT That would come from data pulled out by the schemes.

10

JUDGE NGCOBO So you would only be reacting to. I mean would
you do it on your own or would you first for someone to raise the
issue first?

DR

TUFT

We

do

not

have

that

information

because

th at

information only goes through the schemes, through their billing
and funding process.
20
JUDGE NGCOBO So the short answer is that you would get that.
Would it come to you as some sort of concern by the scheme or
would you just be in the normal course for reviewing the data from
the schemes?
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DR TUFT No it comes through as a specific concern and we will be
contacted by the scheme. This is a profile of a practice on this
examination and then we will interrogate the practice and they
often find a reason for t hat.

JUDGE NGCOBO Now have you received a number of these
10

concerns from these schemes?
DR TUFT It is ongoing. It is sporadic and not endemic and the
impact of these things in my view is minor.

JUDGE NGCOBO Over the last 5 years are you able to share with
you how many have you received?

20

DR TUFT I would say on average I would deal with two enquiries
per week.

JUDGE NGCOBO And out of those enquiries what were your
findings? Have you ever found that there was an, why I am off the
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record? This is supposed t o be on record. It is? Okay, sorry. You
know of those enquiries that you conduct; what has been the
general trend?

DR TUFT The general trend is simply by showing the practices
they are different from others; the corrections are made without
doing any mor e than that. Usually it is either one of two things.
10

There is a reason for it as I mentioned earlier that it could be
disease burden or different referral backgrounds or perhaps they are
not using the modern technology or sometimes simple mechanical
things that are simply using the wrong coding structure for those
examinations. And those problems we sought out. We were not
seeing this in any major way.

20

JUDGE NGCOBO Yes, in the cause of these investigations; have
you come across a situation where you conclu de that well this was
really uncalled for?
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DR TUFT I am not sure that is an absolute comment that I would
make whether it is really uncalled for. We are seeing people who
are just moving away from the norm and our intention is to bring
them back to the no rm. So if you say absolutely uncalled for,
outrageous or completely out of line. No we do not see that. We see
variations from the main which we attempt to being back.

10

JUDGE NGCOBO And those which you describe as being out of
line, leave aside for the mom ent how far out of line. But what has
been the explanation for that as opposed to dealing with wrong
coding and what have you?

DR TUFT I think I have mentioned all the reasons for this. I think
I do not think we have seen any significant criminal manipula tion
20

of coding structures. It is just a different way of using them.
JUDGE NGCOBO I understand that. All I need is just what has
been the explanation for example for those that have tended to be
out of the line?
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DR TUFT May I confer? I was conferring and I think I have just
given you, it is inappropriate codes, inappropriate guidelines,
pressure from foreign Doctors, increase disease burden all those are
issues which cause the billing to be out of the line.

JUDGE NGCOBO I am not too sure you are answering the
question. You have given me those. One of the categories you have
10

mentioned was the disease it is fine I understand that and all that.
But I was interested in the last category that you mentioned and
that is those that were out of line. And the questi on is what do you
mean by out of line? I mean are you saying they did what they were
not supposed to do?

DR TUFT If I can use the graph as an example I have shown
20

earlier. You have 2 axes. You have the x axis and you have the y
axis. And practices that m ove upwards were out of line form the
average and those that moved from the right were out of line from
the average. But when I say out of line we are showing there has
been a slight movement from the norm. Out of line is perhaps and
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inappropriate word may be we should say different or not the same
average, like all things in life not everybody does everything
exactly the same way and what we are doing is just trying to see if
there are reasons when people are doing things slightly differently,
whether they are justifiable reasons or whether the different profile
is different appropriately or inappropriately.

10

JUDGE NGCOBO I think the question that I am putting to you just
needs a simple answer. If you want to answer the question you will
answer it. If you d o not want to answer the question you will say
so. All I want to know is that over the years when you had the
occasion to do this. Have you come across were you see there is
probable any justifiable explanation for this and why are you doing
this? Have you ever had an occasion to do that? I mean if you do

20

not recall that is fine.

DR TUFT Are you referring to the issue of kickbacks or reverse
incentives? Is this the implication that you are making because I
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think perhaps I am making and conferred with Marti n I think I have
answered this question.

JUDGE NGCOBO Let me repeat the question for the record. One
of the suggestions and this is what your colleague is dealing with at
the moment and that is the alleged over use of these equipment.
Which he said that i s not the case. Now I said to him there may
10

well be a variety of explanation why people would use these
equipment more than others. And we came to a stage where he says
in an average it is 2 of those cases and this would come to him by
way of complaints fr om the medical schemes. Al I want him to tell
us is whether has there been an occasion where he feels or
whomever is conducting these investigations should say look here;
what you did here is an out of line and you do not have a justifiable

20

reason for that .

MR VERSFELD

Sir is there in short and it may be a single

incident in his experience where there has been that…
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JUDGE NGCOBO And if that has occurred has he ever been given
an explanation for that, that why is it? Because surely if you find
out that something is just, there is no justifiable reason and that
you would have never I would assume as a responsible organization
you would want to find out why have you gone over the line if you
have. If you have not come across this, that is fine.

10

DR TUFT I can’t recall and my comment again is we attempt not to
look at individual cases because there are multi -factorial reasons
why an individual think that. We look at profiles and we look at
trends.

JUDGE NGCOBO Okay, and then would you be willing to share
with us those cases that you have reviewed time to time.
20
DR TUFT We could certainly give you examples of the sort of
thing that is happening and this would largely relate to the issue of
pre-imposed contrast. That is something which if we had the
opportunity to bundle our code this will disappear anyway.

Health Market Inquiry

Page 68

4th May 2016

___________________________________________________________________

JUDGE NGCOBO I understand, Thank you.

DR VAN GANT Just to answer this from a different angle. Both
the peer review is what you told us is the only ones that knew the
identities of that parties that did peer reviews was you yourself and
also this interrogation of complaints and the schemes has been done
10

by yourself. Would you consider these to be objective and to be…to
put it differently, if that had been done by the industry itself, I am
not surprised with y our answer that you can’t pinpoint a single case
where over use. It is almost unbelievable there would not be one of
your colleagues abuses the situation. And made more money than
he should have. But you can’t having made the research yourself be
expected to expose these people to external parties like ourselves is

20

it.

DR TUFT I think the concept of peer review is that it is reviewed
by peers. And that is the important concept of peer review. And
when you say by yourself we have in this formal peer review
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process each one was reviewed by 5 radiologists in a completely
blind way without knowledge of who the practice was, who the
practitioner was or where the practice was. So yes we think that is
objective rather than subjective because it needs the specialis t’s
knowledge of the radiologists to be able to perform peer review in
its purest form.

10

MR VERSFELD Just to add, these processes were driven in this
particular case a reference was made to a medical scheme so you
know one needs to also accept that there i s a parallel process here
if a particular individual if it was agreed for process, the health
professions council process that may be involved in. I do not think
anyone can sit here and say that it is impossible, it is certainly
possible it has probably ha ppened on an ad hoc basis. I think the

20

clear position in relation to the findings suggest that those will be
anomalies and that inquiry here is concerned with whether or not
providers are charging as a body above what is acceptable because
that is what raises the price of health care and not the odd ad hoc
incident.
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And I think perhaps something that needs to be borne in a minor …
in the practice of radiology and Richard can correct me here.
Firstly, as compared to a number of other provider groupings ther e
are on a scheme of things relatively few. Secondly, which makes it
much easier to monitor. The schemes, having done a lot of work for
the
10

schemes

groupings

monitor

and

do

so

the

charges

vary

from

studiously.

the
And

various
where

provider
there

are

anomalies in the sense that someone is outside of the norm and of
course that is picked up extremely quickly. So there is that
additional safeguard. The 3 r d consideration is that the providers are
charging within the scheme tariffs and not charging above. So th ere
are a number of considerations which are perhaps distinct features
of the practice of radiology which probably ensure that you can
20

take some comfort to the fact that there are no deviations from the
norm there are certainly the exception. They are not the general
position.
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JUDGE NGCOBO But the fact of the matter is that the society
receives this and deals with them because it is their responsibility
to deal with them in so far as you are concerned you think that the
process is objective and fair right?
DR TUFT Yes.

JUDGE NGCOBO Fact. I think that is what I am saying here. You
10

know I think the issue is whether have you ever been concerned
about you know the perception that because you are reviewing the
work of your peers therefore you may not be as obje ctive as you
would probable would be if you were an outsider like me. But I do
not have the excuse to judge you. That is the problem. I have to
rely on what you tell me.

20

DR TUFT Well that is exactly what I said. That the peer review
requires the expertis e of peers.

DR VAN GANT I think I fully agree with you that there could be a
touch of objectivity used into the procedure by bringing outside
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people that have no interest but are still capable following your
deliberations and research into your outlies. I do understand the
industry objective here with the scale and getting the industry to
sort of act within the broad areas of what the norm is. I think the
question is I think this …is incapable of any I express myself
sharply in English. My question is like you made these efforts and
this peer review reporting on the basis of industry average isn’t.
10

You take it that in the …if the industry was over supplying by 30%
on average which they do not tell you the it is they would catch it
in the norm. There is no w ay you would take it from this peer
review that this is the case actually. That is the reason why I was
asking you, did you ever consider taking to higher level of
objectivity and deeper into well whether that thing is going on in
the industry.

20
DR TUFT You are absolutely correct but I think I made the same
comment earlier that we are comparing with the norms and with the
norms and we are not sure whether norm is correct. But the problem
is when we looked at this when we tried to see for this inquiry, for t
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his presentation if we could find international figures comparing
utilization and the various diagnostic modalities in different
countries in the world because that would then be the absolute
comparison made. Unfortunately, that information is not out th ere.
So we have looked and we are aware of that. But what I would also
say is this peer review process is in its infancy and you know we
would absolutely concur that we would need a person with other
10

systems to make sure we are doing this correctly. We hav e no
incorrect indication we are doing. It is incorrect because it is
guideline and protocol driven. The radiologists are doing things the
way radiologists throughout the world will do things. So we believe
there is significant checks and balances at that level. But I totally
agree with you we need to have comparison at the next level. Thank
you.

20
JUDGE NGCOBO One of my duties here is to make sure that you
do go through your presentation. Apart from these minor deviations
we do need to get back on track as well. We should not be off the
line. Now you are in the process of dealing with some of the uses
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that have been raised in the course of the public hearing in the past.
I think you were at the level that you have dealt with the
department. Will you please proceed.

DR TUFT Thank you very much… gave a presentation and
radiology

was

mentioned

that

I

think

as

an

afterthought

intervention last two or three sentences. The two questions that
10

came up from the panel. One from Doctor Bhengu was radiology
lease agreements. I have in fact which I was able to answer. I have
covered that radiologists have lease agreements with the hospitals.
These are market related rentals. They are fixed. They are not
related to turnover and the hospitals will have specified in the
contractual differences with the practitioners the minimum level of
equipment required and service level of agreements for the form of

20

service that must be provided.

JUDGE NGCOBO I do hope that at some point whilst you are here
or when you have let the stand , I will have a sense of how does one
determine what a norm is, who determines the norm, what goes into
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the determination of what a norm is? How accurate is that norm
that we are working around?

DR TUFT I think that is taking averages of international be st
practice. I do not see any other way of getting that information.

JUDGE NGCOBO I understand; it is just that when people talk
10

about the norm I just need to understand is how does one arrive at a
norm by looking at what is happening in other countries. But is that
conclusive?

DR TUFT The norm must be modified by the socio -economic status
of a country where that service is provided. In radiology we would
perceive that we are providing a first world radiology service and
20

therefore our norms will be with similar systems elsewhere. One of
the thing we do use and the importance of us using this I refer as
guidelines. That I refer evidence based guideline developed in the
national health service in the United Kingdom. Now there is no
financial incentive in a ny way because there is no fee for service or

Health Market Inquiry

4th May 2016

Page 76

___________________________________________________________________

purchasing component of those services. So the reason why we use
that is because that detects the best evidence based radiology
without any influence of funding coming into it.

JUDGE NGCOBO I hear you.

DR TU FT In the other presentation Professor Thorne made the
10

comment, the ask is radiologists asking a fee when there is no
radiologists involvement. I think that was part of the pathology
discussion. A radiologist will issue a report on every radiological
process done in a radiological practice. There is an exception in
this

in

some

theroscopy

procedures

that

is

screening

for

manipulation of fractures… studies like that in theatre. But in
various studies there is no component included in that fee for any
20

radiology input. So in all the other examinations, the radiologists
provides a report. We have asked our colleagues in general practice
to do their IPAs. If you had a choice, if you have images or a
report, which ones would you like. And the answer is always
report. And specialists they need the images and they need the
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reports. The report is the definitive report and the report the
radiologists issues covers more than just maybe the area of interest
that specific specialist is looking at. if for example in the pa st
orthopaedic surgeons dealing with an orthopaedic problem but they
have missed the lung cancer which is on the same image or they
have missed the bone tumour which is further down in the image.
So we believe radiologists give a bigger and more specialist report
10

on the whole process.

Now we come to my friend Professor Abustard… There are quite a
few and I am going to spend some time talking about this because
he brought up quite a few important issues. And the 1 s t one is really
about scope of practice an d the accreditation of specialists. Now
the whole concept that we have in South Africa that the public
20

knows that specialists are trained and accredited as specialists by
the

health

professionals’

council.

This

gives

the

public

the

confidence that if they go and see someone who is holding
themselves to be a specialist, that they are a specialist and they
have been trained as a specialist. Professor Abustard is holding
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himself out as a specialist without that formal training and without
that accreditation. H e has requested the Health Professionals
Council to give him that accreditation and they have refused that.
Professor Abustard is also suggesting that he is offering something
that is better from a professional point of view and a financial
point

of

view

b ecause

he

is

offering

a

multi -disciplinary

environment for the management for breast disease. No, we as
10

radiologists

entirely

support

multi -disciplinary

approach

for

numerous disease processes specifically breast disease. In Europe
from 2016 it is obligato ry that all breast cancers are treated by a
multi-disciplinary team. But in anybody else’s language, a multi disciplinary team is a team made up of various specialists.
Professor Abustard is suggesting that he runs a multi -disciplinary
team when that team is in fact uni-disciplinary because he as a
20

surgeon is doing the surgical work, the clinical work and the
imaging work. As again I will emphasize that we believe that it is
important that every specialist has a working knowledge of the
images they use in t heir day to day work. But that is very different
from the level of training that a radiologist has in both safety,

Health Market Inquiry

4th May 2016

Page 79

___________________________________________________________________

physics, imaging across the spectrum and specific training in breast
imaging. Profess Abustard stated that he only deals with patients. I
am not sure that is the case. If you look at the website you will see
that he offers although he suggests the patients be referred for
clinical examinations. He is available to do mammograms for
patients

without

clinical

dissemination.

So

he

is

offering

a

thorough in exactly the same way as a radiologist.
10

He also offers on his website 2 n d opinions on mammograms that we
think it is not appropriate because he is then asserting himself as a
super specialist in an area he is not trained or accredited to do. He
blames the Radiological Society for the non -availability of imaging
equipment and the none licencing of equipment in his hands. But
then again he is entirely out of our control. The equipment is
available to people who are licenced to use it. The licencing o f

20

equipment using analysing radiation is outside our control. It is
done by the department of radiation control through the department
of health.
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He also suggests the Radiological Society set the levels of
reimbursement of imaging. We do not. The levels a re in the NRPL.
He is using the…recording system there and the norm for out of
date recording of mammography in that out of date coding system
that is paid by the funders that has nothing to do with us.

From a cross point of view Professor Abustard said h e didn’t want
10

to be paid as a radiologist but he wanted to be paid according to his
course studies. It is simply worth noting for the record that his
course study was R1445, whereas the other radiologists using
Discovery rate would chance less than that an d that includes
mammography… which is the modern technology for best imaging
ultrasound and from a specialist and not the opinion of an
enthusiastic amateur.

20
Benefits are set by the funders and not the Radiological Society.
Professor Abustard also said t hat the President of the Radiological
Society of South Africa has written to each and every funder not to
reimburse anything that is done in my practice. We have sent you
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the letter in the pack that shows you what we did was we sent a
principle letter to t he medical schemes in 2007. We had received
several requests from the schemes should they or should they not
pay Professor Abustard who claims to be a specialist in this field
and all we simply did was point out and copied them on the ruling
of the health professionals council which in essence said if
Professor Abustard wanted to act as radiologist he should train as
10

well.

Professor Thorne said that this is really not the purpose of this
committee to deal with …and we know we shouldn’t have brought
this to your attention but there was significant allegations made by
Professor Abustard we felt we had to comment on.

20

And finally he said if you are training as a specialist at Tygaberg
hospital at the University of Stellenbosch you will have a much
better fo undation in breast imaging than in radiologist training. No
this is obviously nonsense. We have written to the Dean of
Stellenbosch and they are doing their own investigations into this
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comment. But our information is that the radiology registrar will be
far better trained in breast imaging than a surgeon who will pass
through the human bridging aspect of surgical training.

JUDGE NGCOBO What influences your information?

DR TUFT this is anecdotal information that I received from the
10

Professor of Radiology at Stellenbosch. But I really didn’t want to
go into much detail because there was a formal processing going
on.
(inaudible)

The radiologists in training first of all in the first part of the
training they deal with the physical and the radiation safety o f
20

radiology and then there is this process of going through all these
imaging modalities including those of breast work. We do not
believe these surgeons go through that process.
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JUDGE NGCOBO The Stellenbosch University is investigating the
matter?

DR TUFT Correct.

JUDGE NGCOBO S you have not had result of that investigation?

10

DR TUFT As I said…

JUDGE NGCOBO You cannot comment on that until you have that
result with you.

DR TUFT That is what I have said to you.

20

JUDGE NGCOBO I was just worried about the comment that
results…

DR TUFT I said I do not wish to comment as there is an
investigation processes going on. And then finally there were
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comments in the presentation about self -referral. And with the
suggestion that radiologists self -referral and th e process I think he
was suggesting that the radiologists does the initial examination,
makes the diagnoses, determines if there is another examination
needed to further elucidate the problem. Now that is clearly what is
expected of the radiologist to do. That is part of the scope or
practice of radiologists to make sure that any finding that is picked
10

up in initial examination is taken through with radiological
conclusion.

Conversely, a radiologist who didn’t do that could be found liable
and guilty of m alpractice. So self -referral is not an appropriate
term to use for radiologists who make amends or does additional
examinations once initial findings have come up in the initial
20

imaging. Self -referral and you will see in that margin that I have
sent you, is all about clinicians self -referring to their own imaging
facilities. And the literature shows that if this is done, the
utilization increases from 1.7 to 7 times as much. Studies done in
the United States and not only that with the quality of the

Health Market Inquiry

Page 85

4th May 2016

___________________________________________________________________

diagnostic opinion is degraded and the quality of the study itself
has degraded. So that is what self -referral is and radiologists do not
self-refer.

So in summary we had no specific request from the panel. I will say
again if we misunderstood that we were suppo sed to prepare
without a request I would apologize for that but we clearly looked
10

at the literature submitted to ourselves and paying to the conclusion
that you didn’t want to see us and thus we had something new to
say. You did not want to hear stuff put in our written submission. I
have given you an account of radiology, we have covered some of
the issues in our revised statement of issues, we have brought up
matters from the previous hearings and our request is if anything
comes out of this whole process there has to be a statutory safe

20

harbour process for collective bargaining and benchmarking. Thank
you.

JUDGE NGCOBO How should that be done?
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MR VERSFELD Like my colleague indicted earlier you know there
is a statutory framework that exists and it just needs to be utilized.
Which is something that the department of health can facilitate.
And…

JUDGE NGCOBO Just hold on a second, let us look at what is
there at the… This is section 91 sub section v or u of which
10

contemplates

that

the

Director

General

is

going

to

make

a

recommendation. Now that principle is that there will be hearings I
suppose. There will be a consultation where you will hear all the
stakeholders so that they can make submissions as to what to take
into considerations. I mean there are di fferent stakeholders. Your
radiologists and all the other specialized professions. So there is
that legislative framework and the real issue is how should that be
20

give effect in a way that will satisfy the stakeholders. That is now
on the assumption that t here are no other challenges to the very
process that is contributed by the statutory.
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MR VERSFELD My suggestion would be that as a …of that statute
regulations would probably have to be published to create a
framework in addition guidelines will need to be drafted to further
assist the parties. Ultimately what I would envisage and I haven’t
spent as much time thinking about it but it would be a timetable
which will be stipulated for. That timetable would envisage the
submission of, it will envisage amongs t other things the submission
10

of finances as zero based costing models. The studies that are
associated with that model in order to arrive at a proposal which
can then be interrogated and that interrogation process is permitted
with a view to ultimately ar riving at a none binding tariff with
respect of each of the associated disciplines.
This is the process in broad terms was engaged with in relation
with the RPL. It was just imperfectly engage. But I think they were

20

not far off from the process and I do no t think it will take a lot to
get back there. So in my view the statute together with regulations
and better yet some detailed guidelines will certainly facilitate.
And probably as a precursor will be an engagement with the
industry were in fact through jo int consultation, a process and a
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detail of that process in so far is agreed to by the various
stakeholders. Because I think by engaging in that process you are
also going to have a level of buy I that you won’t otherwise
achieve. And I think the biggest m istake made to date in relation to
the dispensing fee by way of example and even in relation to the
RPL process was that there was not a consultation process which
preceded the process of regulation. And I think that probably is key
10

I ensuring that we achi eve a successful outcome.

JUDGE NGCOBO There are 2 processes that could conceivably be
followed. The 1 s t process relates to the making of the regulation.
That

is

a

legislative

process

which

would

require

public

facilitation. That is those who have somethi ng to say often
concerning the regulations that will regulate the matter be afforded
20

the opportunity to make their submissions oral or otherwise. And
then that will then result in the public issue of the draft regulation I
would imagine on which everyone w ill have the opportunity to
comment and that will result of course to the publication of the
regulations. We should also incorporate I would imagine the
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process that will be followed because in matters of this matter,
what matters is not so much the outcom e but it is the process that
matters. You can’t achieve the outcome that everyone else wants.
That is the process that you follow is fundamental to the outcome.
So that is why the process must be such that it provides the
opportunity to comment so that the comments may be taken into
consideration.
10
MR VERSFELD On the considerations, one is to appearing to
comment. Classically too little time has been afforded in relation to
regulations which are perceived to potentially be controversial. So
the one urge is that the common period should be a generous one
not standardly the 30 days at best we get. The other is often parties
are called on to comment over the December period. This happens
20

frequently. I do not know whether it is by way of strategy but the
reality is that I have lost many Christmases as a consequence. And
the reality is my clients are not around so the other urge I would
ask is the level of comments are these that we, the parties are
afforded the opportunity to comment at a time of the year they a re
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available to comment. And I think then the parties who do comment
feel they had a reasonable and fair opportunity. And I make the
observation simply because in a number of occasions regulations
have been published to comment over December and it is most
unfortunate and it is very difficult for parties to participate
meaningfully in those circumstances.

10

JUDGE NGCOBO Perhaps there should be a change in attitude.
Work can’t go on holiday as well. Work must go on. So my have to
remain here and do some work. But I do take the point because just
refresh my memory one of the concerns. Wasn’t it that insufficient
time was given in the high court matter.

MR VERSFELD That is Correct. Insufficient time was afforded to
20

the parties.
JUDGE NGCOBO I think what remains a mystery though is if that
was the issue, why is it that 6 years later nothing has happened. Of
all that should have been done is to provide sufficient opportunity
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for people to comment. If it was all there was to it, why 6 years
later nothing has happen ed.

MR VERSFELD I must confess I am equally puzzled. Although I
would say the reality of this health care inquiry and the process it
was going to engage with is something that is within the public eye
for some years now. So I will say this that certainly for the past 3
10

years both in the level of intervention on the Competition authority
and other regulators there has been a common theme which is being
let us see what the inquiry yields and we will take it form there. So
I suspect a certain amount of …in t he fact that this enquiry which
is why we have made such a feature of our submission. He fact that
we are urging you the inquiry to signal the fact there was a process.
It certainly one that should be re -engaged in because the general

20

position of most prov iders is likely to yield a useful outcome for
the benefit of all South Africans.
JUDGE NGCOBO Thank you, you have come to the end of your
presentation. Is that right?
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DR TUFT That is correct.

JUDGE NGCOBO Yes, indeed. My colleagues are going to put
questions to you. Those who questions to put to you just to clarify
some of the matters that you have commented on. Thank you.

DR BHENGU Thank you very much, thanks for the presentation.
10

My 1 s t question really is we understand that the nature of your
business requires high capital expenditures. But just for the record
are there radiologists in solo practice?

DR TUFT I am not sure. My feeling I yes, I think in some of the
smaller towns there is a single radiologist. A radiologist can’t work
on his or her own s o there has to be more than one in as much as
20

this has to be holiday cover. I think 2 will probably going to be the
minimum. The answer is yes, there are small practices in some of
the smaller town. It is an exception to the rule and I think it is not
the way we would recommend this. What is happening in radiology
is that the days of the general radiologists are gone and we are now
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seeing super specialization within radiology. So radiologists will
specialize in different areas of special disease processes a nd
different modalities and we will see super specialization with
radiologists taking higher qualifications in the form of fellowships
to…we neuro radiologists and breast imaging radiologists. And
obviously to get that level of expertise, the bigger practi ce makes
sense to do that.
10
DR

BHENGU

Thanks,

I

suppose when I

was

reading your

presentation I saw no group practice and you have explained it
now. I know a few radiology group practices but I think you are
saying no multi -disciplinary practices as it were

DR TUFT We are using the term group practice as a practice
20

involving specialists of different specialities. Radiologists get
together in large practices either as partnerships or corporate
practices.
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DR BHENGU It is all radiologists. Now regarding the l ease
agreements just to go over this, we carried it on form last time. As
we know we do ask questions across different stakeholders same
question. And I did ask live about it. Certainly, you are right there
doesn’t seem to be any revenue linked. But Live d id say for
radiology and pathology they go the way of commercial rental rates
but do charge lesser rent for other specialists. Are you aware of
10

this? Are fine with it? Is it an issue?

DR TUFT We are firstly aware of it. We are not entirely fine with
it. We believe should be paying the same rental as the other doctors
in the hospitals. But it is something that we have accepted as part
of the way it is arranged.

20

DR BHENGU I suppose I am paraphrasing. The explanation seems
to be the other specialists are al most revenue generators in the
sense that DR BHENGU goes to see a physician but it hardly ever
that someone goes to see DR TUFT the radiologist. But you will be
referred by one of the other specialists who charge less.
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DR TUFT It is very interesting conce pt that I think has changed
over the years. I think certainly a few years ago the private hospital
saw radiologists as unnecessary users of space. Which could be
used more profitably by people who can push cases through the
theatres and through the ward. W hat I think is coming out is that if
you do not have good radiology in your hospital you are not going
10

to attract good specialists. So there is a very clear linkage between
the two. And radiologists as radiologists as are specialist and there
are surgeon as surgeons. So you need the quality component to
make sure the whole operation works.

DR BHENGU Now in terms of this though, is it reasonable to say
by in large there will be one radiology practice within one hospital.
20

DR TUFT Almost invariably and I thin k the reason for that is if
there were two you will probably have duplications of expensive
equipment and then you will probably have a tendency to increase
utilization which may be necessary to fund that equipment.
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DR BHENGU That makes sense. I understan d that. Are there any
patterns that one can, if we look further that one can see basically
links between certain practices and certain hospital groups? Are we
going to find that it is an entirely random? That my practice is not
… in most NetCare hospitals is there a possible link along those
lines?

10

DR TUFT I do not think we have that sort of concentration. You
know there are 85 practices. So we haven’t seen any practice being
linked to a private hospital at this stage.
MR VERSFELD I think what he is referr ing to is in the context of
pathology there was at a time a cross ownership between NetCare
and the pathology groups and Life sort to achieve this outcome as I
understand it. So that feature of the marker does not present itself

20

in the context of radiology but I am aware of the fact that it did
present itself in the case of NetCare. It was … I do not believe
there is that cross shareholding anymore but there is a history there
were … happened to enjoy greater presence in NetCare hospitals by
way of example.
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DR BHENGU You are absolutely right. That is what prompts my
question. I didn’t know there was but one needed to ask. I mean
there were also other associations on the ambulance service again
where ER24, MediClinic and Life and of course NetCare. So it was
to make sure that there aren’t patterns we are not aware of along
similar lines in radiology. Now, okay this has been covered. But
10

you said that in your group practices were you mean multi disciplinary groups, nuclear medicine physicians are allowed to be
I practice with yourselves as a group. But that doesn’t happen. Why
is that so?
MR VERSFELD That does happen. What I am saying in many
countries for instance United Kingdom nuclear medicine is done by
radiologists. We have a separation of two specialities in South

20

Africa. But we believe that they are both complimentary in as much
as they are both provide imaging processes on a referral basis. So it
makes sense that they should be allowed to go into practice. We
have numerous practices throughout the countr y with PET CTs
specifically. Where radiologists and nuclear medicine physicians

Health Market Inquiry

Page 98

4th May 2016

___________________________________________________________________

are in practice to provide CT service as CT goes across the
traditional boundary between radiology and nuclear medicine.
DR BHENGU Perhaps I didn’t get it right. I thought you were
saying that it is not happening even though it could be happening.
But I have got it. Now in your slide just want to, I think it is
important because there is just one radiology association that we
understand what you mean in basically saying, let me see if I can
10

find this. Where you say you provide, this is where you the kind of
support that you give to your members. I have just lost my place in
there but it is very early on. Yah, these are not numbered as well.
The 3 r d slide…

JUDGE NGCOBO And what you mean in basically saying, let me
20

see if I can find this place here, where you say you provide, this is
where you, the kind of support you give to your members. I have
just lost my place now in the slide but it is very early on, ja, what
does not help these are not numbered as well, but the third slide.
Because I think the issue though it is actually the one before, I
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suspect of this you have already covered but in piecemeal fashion,
but this is now the what goes into the black box that is the
promotion of common interest of members.

Now obviously the

interest for me is mainly around the private practice guidelines or
support as I say it has been taken in piecemeal fashion, but should
we take comfort that it is easy enough about the clinical issues
about guidelines, best practice, whatever but that does not present a
10

source of worry regarding business anti -competitive issues within
the Radiology Association and basically all of your radiologists
that are available in the country.

DR TUFT

I do not think, well firstly we have no function in

the determination of fees or how people practice.

So we are one

level back from that and we look at guidelines, we look at quality,
20

we look at the way people practice but we have under the current
environment no inp ut into the structure of the fees, we have done
the work in the background but it has not been published. We are
waiting for a mechanism where we present this to the appropriate
body and correct the deficiencies of the past but there is no way we
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are acting in I think an anti -competitive way as you suggested or as
you questioned.

JUDGE NGCOBO Can I ask something on this question – you
practice in a group, let’s say there are five radiologists in this
group, let’s call it group A.

Now the only thing that brings them

together is the group. When they charge for the services that they
10

have rendered to a particular patient, the fees that they charged are
for their own pocket, they do not go to the group and then shared.

DR TUFT

They certainly do go to the gr oup and if I can give

you an example of why this happens taking the two extremes, we
can have

radiology practice and we can have an interventional

radiologist who will do one interventional procedure which will
20

take all day and for which there is an appro priate fee charged. We
will have another radiologist who will report on let us say eighty or
ninety chest x-rays or a mixed bag of chest x -rays and limb x -rays
and bits and pieces all of which individually are feed at a very
much lower level. So it is no t possible to individually remunerate

Health Market Inquiry

Page 101

4th May 2016

___________________________________________________________________

radiologists on either a fee or a time basis so the way of doing it as
we are entitled to do so, is we form practices.

The practice as I

said are either partnerships or incorporated practices and the way
that happens throughout is that all the fees are pooled and the
distribution is determined by the partners or the owners of those
practices.

10

JUDGE NGCOBO Okay, and how do they determine who gets
what? Is it a percentage or?

DR TUFT

That is an individual or commercia l arrangement in

the partnership, I mean partnerships are partnerships and that is
how they work, but I would think the normal arrangement would be
I think if you want a general rule is that there will be an equal
20

share of profits.

JUDGE NGCOBO I understand that partnerships are partnerships,
I am asking you specifically about what happens – that is what I am
asking, what I want to know.
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DR TUFT

Well firstly we do not know because that is outside

our control, but if you want my personal experience from pr ivate
practice, we shared it equally amongst the partners.

JUDGE NGCOBO Okay, now who determines what has to be
charged for this kind of procedure or that other kind of procedure
10

within the group?

DR TUFT

As I have said before, most of the groups will

charge the benefit.

We are fee takers so you will find almost

universally in practices that the fee for a procedure will be the
benefit that medical scheme provides for the procedure. Now what
we see in some of the practices that for a chest x -ray which is one
20

of our basic examinations, there may be fifty different fees
depending on which medical scheme the patient belongs to, but
those fees all vary from each other by a few cents and that is
because the increase on the NRPL has been slightly different for
the various fees and the reason for doing that is rather than having
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one fee is that medical scheme systems are such that if you charge
a fee that there is a few cents out it will be regarded as non -benefit
fee, the patient will be paid directly.

So that is why there are

numerous fees but by and large the radiologists will charge the fees
which are the benefits that the fund has provided.

JUDGE NGCOBO Okay, and the do schemes tell the radiologist
10

what they are prepared to pay?

DR TUFT

What traditionally has happened is that the NRP was

set historically and that in radiology is what the funders pay as
benefits and that has been escalated annually each year.

The

Radiological Society, the radiologists are informed what the annual
increase on the existing NR PL is for each medical scheme.
20

We

have a function of passing on that information to members but we
have no input into what that amount is or what the escalation is.
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JUDGE NGCOBO Do these partnership groups negotiate with the
schemes on what the scheme is offering and what they consider to
be reasonable?

DR TUFT

The answer there is from a practical point of view,

no. If we have eighty five practices and let us have a hundred and
fifty medical schemes you can do the calculation to see how many
10

meetings would have to be done each year.

So by and large the

schemes are not prepared nor have the time to negotiate with each
of the practices on an individual basis.

JUDGE NGCOBO Okay, how many practices are there?

DR TUFT

Eighty five.

20
JUDGE NGCOBO Okay

so

are

you

suggesting

that

it

impractical for medical schemes to go to these various practices?

is
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DR TUFT

I think it is, but not only that the medical schemes

when asked have not been prepared to do that.

JUDGE NGCOBO Are

you

telling

us

that

so

far

as

the

radiologists are concerned all that they do is simply to wait and be
told we are going to pay you X and that is it?

10

DR TUFT

We are fee takers yes.

JUDGE NGCOBO They have no say whatsoever on what they are
supposed to charge?

DR TUFT

20

No.

JUDGE NGCOBO It is quite difficult to understand how that can
happen.

DR TUFT

Well we are not allowed to do anything else.

would love to be able to.

We
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JUDGE NGCOBO I understand.

DR TUFT

As the Radiological Society go along and say to the

schemes look we believe these are the changes in the past year, we
believe as a group that these codes are inappropriate and need
changing – we have no mechanism to do that and not only that, if
10

we did do it we would be at risk in the same way as the Board of
Healthcare Funders and th e Medical Association were of being
prosecuted for doing that.

JUDGE NGCOBO Why is that so?

DR TUFT

Because...

20
JUDGE NGCOBO Why do you not have any say whatsoever on
what you can charge?
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MALE SPEAKER Perhaps I can try and assist with this.

The

reality is that firstly how do practicing radiologists get together
lawfully under the current rubric of the Competition Act for the
purposes of even as between themselves agreeing what would or
would not be reasonable in relation to a particular coded item.
That is the first obstacle. The next obstacle is in the absence of a
scheme inviting a grouping of radiologists which is of course
10

within the remit of the scheme, but in the absence of the scheme
inviting a group, a group cannot present itself and propose certain
changes to the coding system, the structure and maybe that they
could get away with but certainly not anything that had any
implication when it comes to price without finding themselves in a
position where they would either be told that they are en gaging in
the practice of price fixing or the fixing of trading conditions.

20
JUDGE NGCOBO Forget about trying to run away from price
fixing or that, all I want to know are just the facts. Why is it that
you have gone to medical school, I don’t know seven years and
then you add another six or ten years to qualify as a radiologist and

Health Market Inquiry

Page 108

4th May 2016

___________________________________________________________________

then you go into private practice yet you have no say whatsoever on
what you should charge.

If a person decides they will pay you

R10,00 for the MRI scan do you take that?

MALE SPEAKER The weapon that the schemes have is that in
circumstances where a radiologist and for the matter any provider
does not charge according to their agreed tariff rate they will
10

reimburse the member directly.

Now the difference that the large

hospital groups face is they are so significant in terms of their size
that what they can say to the likes of a Discovery Health or any
other medical scheme for that matter is we do not care, we are not
going to service your member unless you r member pays us c ash up
front and so there is a dilemma for the medical scheme – that they
now have to tell their Platinum Discovery member who thought
20

they were a member of one of the better schemes in this market,
explain to them why they are having to pay cash up front.

So the

hospitals are in a position where they can engage in what
Competition Commission refers to counter -veiling power. They are
able to tell the schemes what their expectations are. In the context
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of the smaller provider grouping, they are at the sho rt end of the
stick. They are being told by the schemes this is what we are going
to reimburse and heaven help you if you charge more because the
member will then be reimbursed directly and you can see if you can
recover from the member.

JUDGE NGCOBO Your members have got overheads , they have
10

to pay for the equipment, is that right?

DR TUFT

Yes, I think to expand on that there is nothing...

JUDGE NGCOBO No, I understand but they have overheads
right?

20

DR TUFT

Correct.

JUDGE NGCOBO They have to make use of the equipment which
they own?
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DR TUFT

Yes.

JUDGE NGCOBO It is expensive?

DR TUFT

Yes.

JUDGE NGCOBO They have to pay for this equipment. Now, and
10

yet they have no say whatsoever on what they should be paid for
their services and all they can do is simply sit back and just accept
whatever they are given regardless of whether it meets their
overhead or not?

DR TUFT

Well

immediately

behind

your

head

the

words

Competition Commission and I think it was the Competition
20

Commission that created this proble m. Yes, they do not have a way
of doing it. They have a choice they can charge more than the rates
offered by the medical scheme, but as I indicated earlier a
radiology practice is not like a general practice where there is the
same patients coming back the whole time.

A radiology practice
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may see five hundred patients a day of which four hundred patients
are new ones.

Now they certainly can say yes we are going to

charge more, we need more to run our practice , but the problem is
then they have a proble m with collecting those fees and the other
issue is the vast majority of low income patients do not have the
money to pay these examinations upfront and we believe that would
be compromising the patients if we went into this arrangement. So
10

that is the re ason why radiologists who by and large perceive the
benefits offered are adequate to run their practice are happy to
accept those fees.

DR BHENGU I think just to get back to how the association
works, what compels your members to subject themselves to p eer
reviews?
20
DR TUFT

Entirely voluntary process.

DR BHENGU Meaning they can say no?
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DR TUFT

We had one practice who said no and they walked

away from it.

DR BHENGU Okay, but there is no contract that defines your role
for your members that is in existe nce.

DR TUFT
10

Not in respect of peer review no.

To obligatory

peer review there is not.

DR BHENGU I am just saying to justifies your membership, that
defines their membership to your association. I mean even if at a
broader level not just on peer revi ew.

DR TUFT
20

We have a Constitution which was submitted in our

first submission, so yes the objectives...

DR BHENGU So that is the basis of that?

DR TUFT

Yes.
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DR BHENGU Okay.

DR TUFT

Correct.

DR BHENGU But now you obviously said that the, please corre ct
me if I am wrong, that the problem with group practices as you
10

define them is the incentive to self refer within the group. Now we
have had a lot of specialists submitting to us that HPCSA rules that
make this impossible are a problem, they drive costs , those rules
cause fragmentation of health care, but this goes counter to what
you seem to think. Are you saying the radiologists are out of line
with many of the specialists that we have heard who are basically
saying make it possible for us to be partn ership across disciplines

20

because I just want to know that you confirm that you are not
necessarily aligned with that type of thinking.

DR TUFT

Well we are certainly not aligned with that type of

thinking, you know we believe that the moral hazard of invo lving
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referring doctors and specialists is too great to contemplate in group practices which are multi -disciplinary. So that is the reason
we do not support that an d as I said if you look at Lavi ne’s paper
that once there is ownership of significant imagi ng facilities by
doctors, the utilisation increases between 1,7 and 7 times which is
massive.

So we do not support, I think Professor Applestad

suggested that in his presentation it would be appropriate for ENT
10

surgeons to own CD scanners and for orthopae dic surgeons to own
MRI scanners, well we have a problem with that both on the self
referral issue, but also on the ability of a surgical specialist to keep
up

with

the

sequencing.

advances

in

the

imaging

technology,

with

the

A radiologist struggles to ke ep up without having to

run a surgical practice at the same time. And also we have got this
massive issue of patient safety.
20

You know we are trained in the

safety issues of all the imaging equipment, and specifically with
the dangers of ionising and radi ation.

The cardiologist do have

some training in that, but if you look at studies coming out in the
instance of cataracts amongst radiologists and cardiologists and
other specialists who are using imaging modalities, you will see
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that the specialities who do not have that formal training have more
radiation induced pathology than those who do.

DR BHENGU But is the concern though, I mean just following up
on that and also in the Morton article there, is the concern that
other non-radiologists do radiology and interpret or is the issue so
much that they should not be remunerated at the level of a
10

radiologist?

DR TUFT

Well we do not think and in relation to the hi -tech

equipment they should be remunerated at all for this.

We believe

that is outside their scope of practice, but there are three issues –
there is the safety, there is competence and there is training – and
then they have got self referral on top of that.
20

So for all these

reasons we think it is not a good idea.

DR BHENGU But you cannot be eve rywhere as radiologists.

I

mean an orthopaedic surgeon in theatre using a C -arm, there is no
chance of getting a report before they proceed, they interpret, fix
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the bone - what are you saying they should not be remunerated for
that?

DR TUFT

Absolutely, but if you remember I did say and I

used the specific example of [inaudible 2:18:40] in theatre for
manipulation – there is no radiologist component in that and
certainly the orthopaedic surgeon must be remunerated for the
10

procedure he does.

We are not tal king about that in the request

coming from our other specialists, the specialists want to own the
MRI, they want to own the CT’s and run them and manage them and
this is where we think the inappropriateness comes in. We have got
a CT and a MRI which will cost R25 million, now there is a
massive incentive then with their own practices to get work through
to make the monthly payments on those and that is the danger. The
20

radiologists can make it because they have a massive referral base
coming from all over the place, but you cannot put a small group of
orthopaedic surgeons with an MRI you have got a massive moral
hazard of over -servicing them .
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DR BHENGU I am not there, I was just saying that those that by
necessity have to do their own interpretation where a radiologist is
not available, should they or should they not be remunerated and at
what level and I made a specific example in an emergency situation
in theatre you have the orthopaedic surgeon – should he be
remunerated for that?

10

DR TUFT

There

is

agai n

a

difference

between

the

interpretation of an imaging facilitating clinical intervention and
the formal report which becomes the definitive document and can
be used in a medical legal situation.

An orthopaedic surgeon

looking at the image up against the window in the old days or on
his screen in the modern days is by and large not writing down
those findings, he is not committing that, he is using part of the
20

information on that image to help him in the clinical situation he
has at that point in time.

DR BHENGU But the definitive proof that is a reliable application
of his skills to analyse is that he will continue in fixing that
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fracture at that time and by the time you report that patient would
have been in the ward for two days. What I am saying is t hat is one
very specific example where it can’t be argued that other non
radiologists to a certain extent can read or analyse, sure maybe they
have not written a report. But you also did not argue that they are
lots of doctors that are quiet competent in analysing but I think that
the issue that I was trying to get to is at what level they should be
10

remunerated in that instance and I am not talking about owning the
equipment for the purposes of running a para -radiological practice.

DR TUFT We really would not support orthopaedic surgeons who
are being remunerated for interpret ting images which is part of the
clinical process that they are involved in. There is then going to be
a double charge. The radiologist will charge for that anyway. I did
20

mention the issues of the tumours and the lung cancers and all the
other bits and pieces in the background.

DR BHENGU No, that is fine, I get you but I am happy to move
on from that one.
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DR TUFT My screening component is certainly covered in the
orthopaedic pr ocedure. It is part of the procedure.

JUSTICE SANDILE NGCOBO I think the issue that Dr Bhengu is
trying to clarify, is trying to get to clarify is should these
individuals who do this work be remunerated at the scale at which
10

the radiologists are remu nerated or should they be paid for what
they have done.

DR TUFT Our suggestion is recognition, a fee should be paid for
performing a service.

If that service is fixing a fracture that will

include reviewing those images.

We do not preclude being a

specific remuneration for reporting on those images.
20
DR BHENGU Your position is quite clear. Now, regarding the just
referral of patients to radiologists. Now, if I send to you a patient
for an x-ray.

Do you think, actually, he needs a CT scan, right?

Do you come back to me to say now I should do a CT scan or do
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you go ahead because this goes to again the grey area of supply on
just demand? What is the practice there?

DR TUFT Well firstly as a general rule, in the funding industry the
high tech examinatio ns CT and MRI can only be referred to by
specialists. Most of the medical schemes will not accept with one
exception which is sinus x -rays which replaces the conventional x 10

ray would not accept a referral from a general practitioner. And to
answer your question, is yes, what would happen in that instance is
the radiographer would pick up the telephone and would speak to
the doctor and would say, look for the following reasons I think
that this is inappropriate and this would happen even if a CT was
requested.

The radiologist would phone the doctor and say look

you have requested a CT, this is young girl of child bearing age,
20

there is a radiation problem here.
something with ultrasound.

We suggest that you do

So yes, if the request is totally

inappropriate, the radiologist would then consult with the referred
doctor.
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DR BHENGU Even if it means not for clinical or medical reasons,
even if it means you actually reduce the utilisation you give. Like
you order the CT scan and I don’t think this is necessary to just do.
Do you see that?

DR TUFT Absolutely.

Radiologists practice good radiology and

that is part of being a good radiologist you do good imaging for the
10

clinical situation irrespective of the financial implication is for that
specific interventio n.

Overall the best practices will benefit from

practicing good medicine as they will get referred work by doing
that.

DR BHENGU Now, in terms of peer review the judge asked from
the angle of billing but I am interested from the peer review side is
20

the peer review done on the level of a group practice level?

DR TUFT It is done at the level of the entity that is being
reviewed. And some of those could be a single man radiologist and
some could be a private practice of multiple radiologists.
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DR

BHENGU

But

what

is

stopping

individual practioner within a group?

you

from

profiling

an

As far as I know there is a

practice number for a certain special person as well as a group
number. Sorry ...

DR TUFT I think in practical terms we don’t see that because the
10

individual radiologist is in an individual practice is not indicated
on the account so they would not be able to drill down to see which
radiographer was actually involved. But I don’t think that we see
that level of change per individual radiologist it is by and large
each practice will have a policy and a way of doing things and
certain protocols.

So theoretically you could review down to

individuals but I don’t think it would assist you in any practical
20

way.

DR BHENGU

Well I actually don’t think s o. I thought that was

the reason that a group practice had to be separate from individuals
as I think in this way it is very easy to have a lone ranger within a
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group who just practices clinical medicine but will be hidden by a
group.

I don’t want to go into detail. But that was the intention to

profile even at individual practioner level. And the reason that you
have never held anyone onto account came into your peer reviews.

DR TUFT I think that you make a good point on that and if it is a
lone rang er we need a silver bullet to sort that out.
10
DR BHENGU You need to look at the individual level. But what is
the range of sanctions that can be implied to people who are
practicing to what is deemed appropriate practice?

DR TUFT We have no power of sanc tions in the society apart from
throwing people out of the society.
20

The sanction, if there is

something that we think is wrong and the medical schemes would
concur as being wrong.

The medical schemes would have the

sanction of not paying that provider for their services.
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DR BHENGU But what is the impact of me getting thrown out of
your association, how would that affect me?

DR TUFT It reduces our income; it does not affect you in any way.

DR BHENGU That individual to the Counsel.

10

DR TUFT I take that back, I think there is a very real issue that we
have not discussed here. There was an issue of preserve incentives
in 1999 and this was brought up by Doctor Mabaso when he spoke
at the inquiry.

The Radiological Society was made aware of a

group of radiologists who were offering incentives for referrals.
The Radiological Society reported those radiologists to Counsel.
The Counsel then became the pro forma Complainant in 2004 those
20

four radiologists were struck off the register and fined significant
amounts.

There was a plea bargain that was going on and there

were some charges that weren’t accounted for. So, yes, the answer
is yes, if we see something significant and to my knowledge we are
the only group who report ed our own members at that level so, yes,
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we have been very determined in the past to ensure. Now following
that, and this was a press release details it all. There was a straight
percentage paid back to the doctors for the referral now obviously
this will push the realisation up and these referral doctors were also
charged and found guilty for this.

And to our knowledge because

of that action there has been no evidence of any preserve incentives
by referring doctors since then.
10
DR BHENGU According to your Society?

DR TUFT Well, no you ar e absolutely right.

But the point that I

am making is that we were very proactive in this instance and we
are determined not to let this happen within our profession.

20

DR BHENGU OK.

Who decided that there was a reason to move

toward a five digit coding s tructure?

DR TUFT The Society at the time made that decision where we
looked at the existing system and we had a real problem with this
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concept of price modifier which did not make sense.

We were

seeing from the schemes at this time that multiple lists w hen a
patient comes in for one procedure and there are six or seven
billing items on the list, each with various modifiers.
very difficult.
that system.

It made it

We could not have done a peer review process in
The new system is much simpler with a sin gle code

for a simple procedure. We can see what is going on.
10
DR BHENGU You managed to get that accepted by the funders.
Why should we believe that you are completely helpless? This was
your own initiative; you were able to sell it to funders.
adopted and it works.

It was

Why should we believe that you are

completely helpless and have no influence?

20

DR TUFT That was in 2004 and the competition commission
became quiet aggressive and imputative later in 2004 so we have
not been able to do that since.
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DR BHENGU Is this an own system that was developed here or
was it an international system that you customised for local
purposes.

DR TUFT It is our own system. It takes a little bit from CTP4 but
it is basically our own South African coding system for ima ging.

10

DR BHENGU Who participated in this development. I don’t mean
names; I am trying to get the skill level or the professions that were
involved.

DR TUFT We had technical input from the teams in the Counsel
for Medical Schemes who reviewed, we had external consultants
who did the actuarial and accounting work for us and we had input
20

from the Board of Funders at that time.

DR BHENGU And you believe that that is the reason that it was
easy to pass it through and accept it. That you had a broad base of
people who made an input into it?
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DR TUFT The major stakeholder who was involved in this was the
Board of Health Care Funders who was at that time the chief of all
the schemes and they thought that it was good and a vast
improvement of what they had befor ehand and that is why we were
introduced. They sold it for us to the schemes.

10

DR BHENGU What do you think of the sum of the position that I
interpreted it? I believe that the issuing of coding are the doctors
domain and everyone should stay out.

What i s your view, taking

into account what you have just said, how you went about doing it
and the resistance that seems to come from the medical association?

20

DR TUFT Let’s go back to the basics of coding. Coding is simply
a scripter and a number attached to it which really describes and
reports what you are actually doing.

Um, and I think where the

profession has the skills is in the scripter which is best equipped to
describe what they are doing in clinical interventions to patients.
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But we, so I would agree with Simons report that the profession is
as critical as we are as radiologist as are the scripter’s to the
coding system. But I think, obviously as we did with the external
consultants and as we did with the CMS and as we did with BHS we
had the other side of the coin.

DR BHENGU But I think that that is the issue isn’t it?
10

There is

no question that you need medical expertise to deal with that aspect
of it.

But you will eventually get to tariff.

There are financial

considerations, actuarial consid eration and economics; unless I
think that I am wrong. My sense is that part of the reason that we
have not moved is that it is reasons that we just don’t have the
money to do what is needed to be done. But I hear you, but I am
just getting an inconsiste nt message there, you and Summer
20

regarding the issue of, excuse me, I know coding is a separate issue
but it is related. The related issues are important.

DR TUFT I mean I am involved with Summers private practice
committee but I don’t think that we ha ve a different view on this. I
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think that our views ar e the same that the profession involved in
the coding structure, the scripter’s and the number, then the
professionals needs to do pricing studies with a standard frame
work as we did in 2007 and in 20 09.

The Department of Health

clearly defined the input parameters which allowed for the costing
of these procedures.

And once that is done they need to go some

natural body comprising all stakeholders who can then make an
10

agreement that this is an approp riate level of differentiation o f each
fee.

You have the code the scripter is the next level up is the

relative value unit.

What that determines is fluctuation and

differentiation from each other. But one procedure is worth twice
or 1.5 of the other, th en attached to that you have the rand value of
the units which determines the fee at the end. So the critical thing
that has to be determined is how we describe it how we encode it
20

how we determine the relative value unit to make sure that
everybody in the profession is doing things in the same way.

DR BHENGU Are you suggesting that there isn’t a standoff
between the funding side and the medical association regarding
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how codes are introduced who determines them and whether or not
it should be the medical association’s sole domain?

DR TUFT I really would not like to comment on the Medical
Associations position further from or addition to what I have
already said.

10

DR BHENGU As far as I understand, our members attended a
meeting. They were invited and the issue as to who needs to drive
this as I understand it is at the centre part of the issues that are not
getting resolved. But, that is OK.

DR TUFT We understand the radiologist’s point of view.
would
20

like

methodology.

to

see

that

there

should

be

a

We

predetermined

Approved input a standard way of doing this and

then some central body that can come up with a benchmark.

DR BHENGU Finally, part of what we need to be mindful of is the
issue of access to healthcare in the broad sense. It is related to the
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competition issues as well.

But radiologists certainly seem to be

the most in the field in broadening access if at least narrowly in the
radiology side.

I missed it in your presentation. What sort of

involvement is there from your members?

With the spec ific

question of linking providing services in the rural areas and as well
with centres where there is expectancies. There is no road.

10

DR TUFT We would be very keen on that. We developed a project
we called our radiology portal.

And behind that there w ould be a

mechanism where we could bring in expertise from radiologists
from both the private and public sector and we could use that to do
reporting on examinations in rural areas. Or even in urban areas in
large hospitals where plain films are not being reported. The way
in which we approach this is that we can expand the software and
20

bring more people into this.

The Department of Health, we have

had meetings with representatives, we have had meetings with
heads of departments in Provincial Hospitals a nd we have got
absolutely nowhere.

And the reason for this is that there is no

money, there are no budgets, or maybe there is just not the will to
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do that. We are seeing a lot of talk of public partnerships but when
they are offered from our side there a re no acceptances.

DR BHENGU Are you saying that financial allegations are a big
part of this not going forward?

DR TUFT We really haven’t even got in most of our negotiations
10

even to the level of financial implications, they just don’t get any
further. And I just think this is really a lack of will or if not that
then obviously a lack of policy direction that is coming down from
the department.

But certainly we have made the effort and our

proposal was that we would do this at cost except for a small
management fee added on top.

We would do manage the quality

issues; we would do a peer review at 5 percent of each radiologists
20

report going into the system .

We would make sure that the

technology linked into the quality systems of wherever it was. If it
was a periphery then the reports would go by email and if not we
would integrate the reports into the system. But we have tried and
we have got nowhere. So, yes I agree, we are very aware that we
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can do this with ... (unclear) but we’re knocking our hea d against a
brick wall.

DR BHENGU No, thank you, I am very pleased to hear that in the
very least from your side an attempt to leverage your technology
because one reads of course that there are lot of technological
practices that are doing the same for reporting for work that is
10

getting done in Europe.
starting at home.

So, one would be a shame if we are not

Yesterday we have a presentation by Professor

Sakkie and this is why I am raising this now. He is of the view that
this just makes sense.

At som e level we need to start looking at

one day a month, at first I think, just doing community service.
This for me just lends itself nicely to encourage you to keep on
knocking on doors. Thank you.
20
PROF SHARON FONN Um, thanks for your presentation. I am
curious about um your impression of your association.

Is the

situation in South Africa in any way different to your associations
in Namibia, Botswana and Zimbabwe?

Or are we talking about
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very similar systems and very similar experiences and needs for
radiologists.

DR TUFT I think that we’ve got smaller communities than the
other countries apart from Zimbabwe which has only a handful of
radiologists. In Namibia they are using the old coding systems so
there systems are different.
10

But the need for guidel ines and the

need for education are the same across the different countries.

PROF SHARON FONN Um,why would I join your association if I
were a radiologist?

DR TUFT Because you, uh, are empowering us to have the
resources to appear at events like this, wh ich needs to be funded.
20

You are then encouraging radiologists and allowing them to get the
continued education as we have a very extensive program at a
reduced rate.

We have a program of congresses and workshops.

We have international speakers and a spe cific congress directors
who works on this for two days a week and is remunerated from
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this. Our congresses are World Class so this is one of the benefits
of our membership that you can attend these.
We spend a lot of our time on traini ng.

We run webinars.

We have a special fund

which looks at and deals with the training needs.

Money that is

raised through congresses is sent back into the funding of various
university departments and into the training of registrars. So it is
multi faceted what we do.
10
PROF SHARON FONN And what is your relationship with the
college. So there is a radiology subsection of the college. What is
your relationship with them?

DR TUFT Yes, the Radiological Society has a member on college
counsel, which is myself at the momen t, so we attend all the
20

council meetings of the college. The college is purely mandated in
its constitution to look at the examination of radiologists and post
graduate examinations and nothing else. We deal with all the other
aspects of professional rad iology.
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PROF SHARON FONN And the HPCSA is involved in the CPD
process, the requirements for CPD. It seems to me that there is a
lot of duplication of all of these things; if they are involved in
examination then they are involved in training.

I just fin d that

there seems to be a lot of effort going into three different areas.

DR TUFT I don’t think so is the answer to that question. I think
10

that the college deals with examinations, the health professional
association deals with accreditation which we do not do and we
deal with all the other professional issues and uh, post graduate
training.

PROF SHARON FONN I suppose then I am coming back to the
point that Mr Van Gent raised which was the question about what
20

constitutes a norm? Um, and if you are an o utlier from the norm,
that is one thing but the norm could be wrong.

And then the

question comes in as who should be deciding if the norm is right or
wrong. There are two groups of radiologists in South Africa, there
are those who are exclusively in the private sector and there are

Health Market Inquiry

Page 138

4th May 2016

___________________________________________________________________

those who are in public sector. So firstly in relation to the public
sector, does to your kn owledge, do some, do most, do all, um, also
have a foot in the private sector. In other words, under the r wop
system and in the priv ate sector.

DR TUFT I don’t think so.

Most public sector radiologists will

practice in the private sector.
10

I don’t think that there are very

much r wops going on in the radiology.

PROF SHARON FONN And so if we were looking to, um, a more
objective view.

We might then go to the academics and include

them in the process.

Are they included at all in your coding

process in your at the point that you also include it into your
billing process.
20

Are they people that could perhaps provide that

non financial, we assume that they would have no financial
interest, simply an academic quality of interest?

DR TUFT I made the point earlier that one of the reasons that we
use our referrers is that it has been developed for r adiology based
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on no financial incentives.
public

practice

development.

sectors

We have radiologists in aca demic and

that

are

involved

in

our

guidelines

We are setting up a new guidelines committee and

that will be chaired by someone in the public sector. Radiology is
the same, whether it is do ne in public or private there is no
distinction because of the difference in the mechanism in paying
for it.
10
PROF SHARON FONN Um, one of the uh, OK I have completely
lost my train of thought. I am going to go through some questions
around your presentati on and then some additional questions.

So

your presentation on referral, your slide said that radiologists are
referred by health care professionals and that in general is true but
in mammonography that is not the case.
20

ongoing relationship and you do solicit.

Um, you do have an
Personally I get a letter

every year telling me to come in for my mammogram and that is
sent

by

the

radiologists.

So

that

is

not

the

case

for

mammonography services. Are there any other services, firstly do
you agree with that, and are there any other services?
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DR TUFT I think that what you are bringing up now is screeni ng
programs and screening mamm ography or pap smears done by the
gynaecologist.

There are recommendations that these should be

done at various times and I think it is within our rights and it is
good practice to remind patients who tend to forget, you know time
passes rather quickly and I had a mammogram one or two years ago
10

and now I am due for another one, yes so certainly I am not sure
that that is soliciting, I think that it is an appropriate reminder that
your screening is needed.

PROF SHARON FONN OK. Um, the question of the price taker,
um, in our conversations with the, um, medical schemes one of the
things we know is the practice is that they will.
20

Wai t let me go

back one step, are any of your practices to your knowledge
members of preferred provider networks?

DR TUFT Not to my knowledge.
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PROF SHARON FONN Why not?

DR TUFT I can’t answer that because that is an individual practice
decision over which we have no control.

PROF SHARON FONN So one of the medical funders told us that
for specialists particularly to try to get them to be members of
10

preferred provider networks they would simply pay them more. So
the rates are say a hundred rand and they wil l pay them a hundred
and thirty. So they are actually paying them thirty rand above the
say NRPL list and they do this to attract them into their networks.
And the reason they do that is to guarantee that their members have
co-payment. The members are o blivious to this as they have to pay
more into their fees to be about a medical aid that pays specialists

20

more. When we explored with them why this may be the case t hey
said it is because they can not get specialists to come in for what
they want and pay t hem a set fee and that seems to be at odds with
the idea that you are price takers. Now, your argument is that you
police yourselves in this regard because you don’t want to go after
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co-payments or you don’t want to recover the fee yourself. So you
do it yourself, you are self regulated in that way and you do not
need to be self regulated as you never ch arge above the medical aid
rate. Is that correct?

DR TUFT There is no need for the medical schemes to encourage
members to become covert providers becau se they are charging the
10

benefit rates without co -payments anyway.

PROF SHARON FONN And is that the case? In your experience
for most of your members you do not charge co -payments?

DR TUFT There are co-payments for examinations such as CT,
MRI, specifically with Discovery Health, when benefits rates are
20

charged.

But that is a Discovery policy that if they are out of

hospital and if there are not P & P’s then the benefit rate is not
charged.
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PROF SHARON FONN So, we are here and we are interested in a
few things, access is one and the cost of health care overall, um,
and really we’re here for the consumer, not really for anybody else
particularly.
affordable.

We want to know, in my view, that health care is
It represents the professionals view as well as if it

becomes unobtainable people will not be able to use your services.
So for consumers, in fact if I go for a screening mammography, an
10

MRI, whatever it is, if I am not in hospital, I will likely have to
pay a co-payment.

DR TUFT That depends on your medical scheme.

But in all

likelihood that radiologist will charge the medical scheme for that
benefit.

If there is a co -payment on top it is because the medical

scheme determines that there should be one, not because the
20

provider has charged above t he rates.

PROF SHARON FONN OK, so it is not correct to assume that if
you are charging medical aid rates that I as a consumer will have it
covered by my scheme?
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DR TUFT That is dependent on your scheme and the benefit
options of your scheme and that is o utside of our control.

PROF SHARON FONN And so how much of the costs of running
a practice are involved and are dedicated to going to get these co payments? I am having something where my scheme will pay you a
10

percentage. How much of the skills are goi ng after me to get you
the rest?

DR TUFT

I can’t put a figure on it but in a large radiology

practice there is a very large administery component. And part of
that is to deal with pre authorisations and part is to deal with
collection of co-payments. B ut it is part of the system and it is a
20

cost that we have to absorb.

PROF SHARON FONN Let me just go through this. How does it
work out which practices are in which hospital?
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DR TUFT That is a commercial negotiation between the hospital
and the practice s. It is not historical that the practices were there
when the hospitals were opened.

The hospitals will open up and

the new hospitals will make the decisions of which practices will
be approached and how they will approach them.

PROF SHARON FONN So, can I be in more than one practice as
10

an individual radiographer?

DR TUFT Radiologist.

PROF SHARON FONN Radiologist, sorry.

DR TUFT You will see same practices in the same hospitals. Some
20

practices will have five, six, seven or eight hospitals but it will be
the same practice.

PROF SHARON FONN OK, and what kind of, if it is a commercial
negotiation, what is on the table?
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DR TUFT Rental and service levels.

PROF SHARON FONN So explain that to me.

DR TUFT

Well it is a commercial negotiation between the

practice and the hospital but we will rent you this amount of space
10

for this amount of per square meter, and attached to that will be a
service level agreement which specifies the service levels between
the practice and the hospital.

In the form of equipme nt services,

reporting services to casualty, all those other issues.

PROF SHARON FONN So there are two of you and I am the
hospital and I want you more than the other person so then I will
20

say to you, ok you can have it the square meter age minus two
percent or that kind of thing. Or is that the kind of discussion we
can go on.
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DR TUFT Most hospitals have standard rates for rentals across the
country, yet again that is purely a commercial negotiation between
the practice and the hospital, of which we wo uld have no part.

PROF SHARON FONN Is it your experience that wherever you go
to Netcare or Life or an independent hospital or whatever the other
group is that they have got pretty standard square meter rates?
10
DR TUFT There is a range but, yes, they are in that sort of range.

PROF SHARON FONN I wonders if they formatted that before
they came to you?

Um, the equipment, um, are there situations

where the hospitals would loan you money to buy the equipment
and then you would pay them back?
20
DR TUFT Um, I am aware of one hospital group that has in fact
done that and to my knowledge they act as the bank rather than the
radiologist obtaining a loan to buy the equipment from the bank.
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Um, but I don’t have details of that and again that would be outside
of what we do.

PROF SHARON FONN OK. Well you don’t have details on that,
but in those kinds of situations, are there any of those situations
that you are aware of where our expectations of usage, say I want
to be paid back in x amount of time, I am the bank and I want to be
10

paid back in x amount of time. Do you agree that that might induce
you to think that well ok I have got this amount of time to pay you
back and so this amount per event, and I need this amount of events
to pay it back quickly or within the p eriod of time.

DR TUFT Yes, I think that the risk is there whether the money
comes from the hospital or whether the money comes from a
20

commercial lender, if you were to determine that your utilization is
too low then there is obviously a risk to increase utilisation.

But

we think that the funders would pick up that increase and abnormal
utilisation and that is part of the whole peer view process.
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PROF SHARON FONN The smaller hospitals are telling us that
they are at disadvantage in relation to the big ho spital groups. Are
there radiology practices in these small hospitals, the independe nt
hospitals?

DR TUFT Each hospital will have a radiology practice .

What we

are seeing in many cases is it that the smaller hospitals are
10

demanding that the radiologist practices be equipped the same as
the ones in the massive hospitals and that is the problem. I think
that we are seeing demands from hospital owners to in fact over
equip and over facilitate some of these hospitals.

What we would

like to see is, and the way of the super specialization in the days
where every hospital has to provide every service has gone. And I
think that it is not a train smash that a patient has to move across
20

town to see a specialist, it is not done in a small hospital if the
facility is not there.
push costs up.

Duplication of services will push prices up,
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PROF SHARON FONN Do you see, going back to our concern
about consumers? Two things, normal usage rates, but what
constitutes a normal price.

Do you think in radiology the normal

prices that you charge are reasonable and justifiable?

DR TUFT When we did our last costing study, this was and we
followed from 2009 using the same model.
10

We found that the

overall income generated by a practice that provides a spectrum of
services is we believe appropriate.

With the change in the

exchange rate we would estimate at the moment, we would need an
adjustment of between 10 and 12 percent in the benefits because of
the effect of our exchange rate on our equipment. But as I pointed
out in my presentation there are areas of under and over collection
that have been built into this system over the last 12 years which
20

needs correction. So, yes, some of them, there is modification and
tweaking needed throughout the system.

PROF SHARON FONN You could imagine some costs going
down?
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DR TUFT Yes, and some going up.

PROF SHARON FONN Um, is digital imaging less or more
expensive than analogue imaging?

DR TUFT It is more expensive from CAPEX. It is more expensive
10

because of the distribution technology pax that you are required to
work with it. It is less expensive because it is faster. So there is a
balance in both directions. But over all digital technology is more
expensive than analogue technology.

PROF SHARON FONN OK.

Um, the, you described a safe

harbour place for the coding and the relative value units attached to
20

that.

What about the kind of UK nice kind of model technology

assessment in the public domain. Would you be in support of that?

DR TUFT Yes I think so.

In the form of our guidel ines, I think

that we are a small country to reinvent and do things over again.
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We need some mechanism but we do not need to do everything from
a zero base from the ground up.

But certainly we would support

that the appropriate interventions are funded.

PROF SHARON FONN Um, you utilize equipment and you have
the contrast medium blah blah that you buy but you buy on a
continual basis.
10

Um, there have been suggestions that those

relationships can be perverse. And that you get kickbacks and that
when you buy it you get a payment per, it seems to be very weird,
not from your speciality but from another speciality, which is
equipment heavy where you pay for the equipment and some of the
amount for every time you use it?

DR TUFT I think that that is a form of a lease agreement. But we
20

don’t see that in radiology but we come to a contrast um, when the
pharmaceutical regulations came into effect a few years ago,
contrast was brought in under that.

So the contrast medium is at

cost so there is a mark up and to our knowledge there is not
kickback or payments associated with that.
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PROF SHARON FONN So you need to answer that question where
there are no off set payments because you know that happened
somewhere else or it used to happen?

DR TUFT I think this used t o happen before the law was changed
on this. But in the last ten years I have not been aware that this is
10

happening.

If it did happen we would certainly make a complaint

to Counsel if it were brought to our attention. But we don’t manage
as a society, manage practices at that level and as general term
contrast is past as cost.

DR CORNELIS VAN GANT I think that the arrangements to
which you refer arise from the context of ophthalmology. To which
20

you may have exposure to.

But to my knowledge that is not a

model that has ever been adopted, to my knowledge, and in the
context of radiology.

But it is a lease agreement and I’ve seen it

and it is the function for a lease arrangement and it is a way where
ophthalmologists have been able to fund their very expe nsive

Health Market Inquiry

4th May 2016

Page 154

___________________________________________________________________

equipment.

Effectively they own it but the way in which they

acquire the equipment is in the purchasing of us eables. What they
describe as consumables . That is not the case in this case.

PROF SHARON FONN I mean is there equipment more expensive
than radiologists? The ophthalmologists ?

10

DR TUFT No is the simple answer.

PROF

SHARON

FONN

So

why,

are

they

not

very

good

businessman?

DR CORNELIS VAN GANT I think that the reality is that
ophthalmologists generally practice for their own account and th ere
20

are less practices and are less corporatized and radiologist. I mean
I am speaking from my own perspective and this may not be
correct.

And therefore their ability to leverage the costs of that

equipment is probably different . They sit with a differ ent financial
model.

They are obviously anxious to cover the costs and not to

Health Market Inquiry

Page 155

4th May 2016

___________________________________________________________________

carry the costs over to the end consumer and they have an
arrangement with the upstream suppliers who know that the actual
costs of the actual equipment is managed in a way that it is
affordable to both the purchaser and to the end consumer.

PROF SHARON FONN

Certainly when I was in practicing as a,

when I saw patients, you got all sorts of things.
10

Mainly I

unfortunately only got pens. But, um, the practice of suppliers, for
example sending people to paid trips overseas for training. Using x
equipment rather than y equipment, um, ect.

Does that happen in

radiology?

DR TUFT The answer is No, um, our major medical su ppliers for
equipment and I think there are six of them, belong to an
20

organization called MESA which is a sub group of SAMED and
most of them belong to an organization called MEDTEC.

Now

most of them subscribed to a code of practice that comes out of
MEDTEC which basically determines what you may or may not do.
And as far as radiology is concerned there is no sponsorship to
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overseas trips, there is no sponsorship to game farms, there are no
sponsorships to congress.

If at congress you are taken out for a

meal, you take them out and not them taking you out and you may
not take your wife or your partner out with you. So there are very
strict guidelines on how this works. Evidence of any benefits being
passed on to any radiologists or any decision makers.

I can’t

comment on what any of the other specialities do.
10
PROF SHARON FONN I am sure you could.

DR TUFT I could but the chairman would tell me that I was
surmising and that I did not have the correct information to do that.

PROF SHARON FONN He might let it go this time. Um, the, but
20

this practice could be happ ening?

DR TUFT I really have no comment. It is theoretically, I really do
not want to comment.
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PROF SHARON FONN So in the UK they declare with the doctors
any kinds of those benefits.

Would you be in support of such an

open declaration?

DR TUFT Absolutely.

PROF SHARON FONN Across the industry?
10
DR TUFT Yes.

PROF SHARON FONN Um, OK, have I done everything that I
wanted to do?
access.

Uh, I did have one other question that relates to

In relation to who may or may not read and use the

equipment and th is is something that would be relevant for your
20

hospitals but it is not specific to radiologist.

Specialists are

expensive um, and specialists can be over used.

There are times

where someone else can be used to do what the specialist is doing
and there is certainly a huge amount of interest and effort in the
public sector to look at task sharing and task shifting and other
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kinds of activities so that people get better acce ss to that service,
whatever it happens to be.

And there have been studies, for

example comparing, not in this country but comparing caesarean
sections, amputations, appendectomies done by technicians instead
of surgeons.

This could be of course equally bad but this could

also be equally good.

Um, what is your position on this and

especially in relation to this idea that there are people who are
10

going to be doing imaging, like you said, chiropractors, GP’s
people who can be using your codes, for example. So there is that
side where everyone as access to your codes and then there is the
quality issue but there are mechanisms for you to engage in to
maintain quality and then there are simple turf protection which is
what I do and don’t you step on my patch. Where is your society
sit in that regard?

20
DR TUFT Our position has been exactly the same over the last few
years.

If you look at the current guidelines of the ownership of

equipment coming out of the health professionals and we have had
some concern over the legalities of those.

But that is a whole

Health Market Inquiry

Page 159

4th May 2016

___________________________________________________________________

separate subject.

Let us assume t hat they are correct.

What they

say is that anybody can own equipment and anybody may use that
equipment if they are certified to use it and if they are trained to
use it.
through.

I think that has been basically our approach all the way
And I did not m ention in my presentation that we have

limited resources as radiologists in South Africa.

There are only

five radiologists per any 500 in the total country there are less than
10

1 in 100 thousand. Now if you look at the norms, then if you are
making a lot of norms, if you look at the UK norms, they are
probably sitting at a region of 12 per 100 thousand and the Royal
College of Radiology is recommended at 18 per 100 thousand. So
two things are coming out of that, one, if the rate of radiologist is 6
out of 100 thousand, they are working jolly hard to cope with the
work load.

20

So they are working long hours and a lot of

examinations are being done in the private sector.

And secondly,

yes there are areas where if we cannot cope with radiology’s with
the formal reporting of imaging, that could be done elsewhere. But
all we say is that there needs to be formal accreditation, training
and licensing for those people to do it. There is an article coming
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out in the South African Radiographer which is the radiogra phers in
the May edition where we have actually dealt with this where we
have talked to the radiographers over the years on up skilling and
patent training recognition for reporting to certain areas.

And

these are good international papers which show at t he lower levels,
chest x-rays, broken ankles, that a radiographer, trained and has
accreditation is able to give an opinion in those circumstances
10

similarly with chest x -rays.

This requires changes in the practice

through the Health Care Organizations but we accept there are
areas where this is done appropriately. What we don’t like is self
trained people working outside of this which is a different issue.

PROF SHARON FONN So then the last article that you gave us
went to town on the cardiologist as an e xample I am assuming.
20

Who else would fit into that kind of thing, orthopaedic surgeons?

DR TUFT I am not sure, but in the article they made a comparison
in the United States in as much as radiologists do much of the
catheterization work as much as the cardiologist. Um, we don’t see
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that in South Africa.

Radiologists do very little so there is no

direct comparison there.

Um, we are quite aware of orthopaedic

surgeons who are wanting to own their own imaging and their own
scanners but this is purely n ot to provide a better service to
patients because we do not see the same pressure in an e nvironment
such as the National Health Service, um, where the orthopaedic
surgeons want to run the x-ray departments, that is the last thing
10

that they want to do. Th at is not their job and they do not get paid
to do that.

So our feeling is that if there is pressure, it is purely

for financial gain and I am not sure it provides quality or any
specific savings into the whole health care sector.

PROF SHARON FONN So for example if you had to go into the
Link hills Hospital. In their practice you could go into their rooms
20

and there is an x -ray machine and stuff.

Does that equipment

belong to the radiologist or does it just belong to the practice
which happened to be in the orthopaedic room?

DR TUFT I don’t know the answer to that question.
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PROF SHARON FONN I don’t know either.

DR

TUFT

I

mean

the

classical

way

in

doing

this

in

the

environment as the NHS is if you have a fracture clinic and you
have a satellite set up t here but that is run by the radiologists and
not by the orthopaedic surgeons.
10
PROF SHARON FONN So if you are doing a stress x -ray.

Who

holds the leg?

DR TUFT The radiologist.

PROF SHARON FONN And if the orthopaedic surgeon holds the
20

leg then does it me an that the orthopaedic surgeon owns the
machine? Or we don’t know?

DR TUFT I don’t know.
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PROF SHARON FONN OK. Alright, fine. Thank you very much.

DR N BHENGU When you practiced, did you practice as part of a
group?

DR TUFT I had a private practice in Cape Town for about 30
years.
10
DR N BHENGU As part of a group?

DR TUFT Yes.

DR N BHENGU There is a statement in your submission that says
radiologists in private practice independently decide on the fee that
20

they will charge for a particular service p rovided. Is that a group
thing or is that an individual ....

DR TUFT Sorry, where is that statement?
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DR N BHENGU I think that it is on page 15, page 15 paragraph
5.1.

I think it is under the heading of the pricing and coding of

radiological services.

DR TUFT Uh, yes I think that that is a generic statement that the
radiologist is like all other professionals and is entitled to
determine his or her own fee.
10

What I have made clear in this

presentation is that by and large it will be the fee that they
determine that will match the benefit offered.

DR N BHENGU The what?

DR TUFT The benefit offered.

20

DR N BHENGU Yes, I know that but I am just looking at that
statement that regulatories in private practice independently work
out the charge of their fee fo r a particular service provided. Now I
want to know when you say regula tories do you refer to an
individual within the group or the group?
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DR TUFT Each group or practice will have a billing policy across
that practice; it does not change radiologist to r adiologist in the
practice.

DR N BHENGU And that policy is decided in the group?

10

DR TUFT Yes.

DR N BHENGU Right. And then at 5.4.2 on the other page there is
a statement that says an individual has regularities and has a choice
to charge at an amount o f the medical schemes. I think that that is
the point that you have been making in your submission.

20

DR TUFT Correct.

DR N BHENGU Now, what I want to know if you practice as a
group or part of a group is this a group decision?
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DR TUFT It is a group decision.

DR N BHENGU A group decision.

And then if you look at 5.4.1

just the table that is there which indicates that the medical scheme
patient is estimated to be between 65 and 85 %. That is the work
that you regularities would get, the amount that the y would get
10

from the medical schemes, is that correct?

DR TUFT That is correct.

DR N BHENGU Now, patients without medical schemes would be
between 5 to 20 %.

20

DR TUFT That is correct.

DR N BHENGU Yes, so this group would be charged in accordance
with the decision that the group had decided with the regulatory
charge.
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DR TUFT Correct.

DR N BHENGU Which may or may not be related to the medical
scheme benefits.

DR TUFT Correct.
10
DR N BHENGU But of course, each group has to make that
independent decision about what is the reasonable charge.

Right?

Is there any, to your knowledge, is there any criteria that are out
there which determines who may be accepted into the group?

DR TUFT As a radiologist?
20

I think in the same way as any

professional practice for accountancy and for law where there is a
practice it will invite people to join their practices.
trial or assisted basis.

Usually on a

But the choice is made on competence,

reputation and references in the same way as you would appoint
any person.
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DR N BHENGU When one goes to the hospital, you would be
attended to by a clerk who takes down your particulars. Then you
would be taken to a room where the images are taken then nothing
happens that you can see until you then receive your images and
your report.

10

DR TUFT Can I correct that.

I think in modern radiological

practices that does not happen. I think that this a through back in
the analogue area when there was only one x -ray and probably only
one report because it was typed or it had to be pho tocopied or
carbon copied and that was given to the patent traditionally.

The

patient had to pay a courier to take that image and report back to
the referring doctor.
20
DR N BHENGU I am talking about something that happened the
other day, a month or two ag o, a month ago, yes.

Health Market Inquiry

Page 169

4th May 2016

___________________________________________________________________

DR TUFT Well I talking about in modern radiology what will
happen at that stage is that those images and reports will go onto
the pax and will be distributed electronically to the referring
doctor.

DR N BHENGU Now I am interested in the situation where you are
then given the CD by, the CD and the report, at the reception. You
10

are told to wait for the results so you can take it back to your
physician. You take the envelope, you go home, and you find that
the report and everything tha t is there refers to Mr X and not to
you. Who takes responsibility for that?

DR TUFT The radiologist.

20

DR N BHENGU If that case had to come to you how would you
manage that? What would happen?

DR TUFT I think how we would we manage it is that we would talk
to the practice and try and establish what the problem was.

But
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obviously there are concerns about confidentiality the whole copy
issues and consent. Obviously we couldn’t support in any way the
giving of any patient’s information to another.

Um, t hat is a

mistake and we could not support that in any way. Now, what we
would do about that is first of all we have to determine whether
this is a systemic or endemic problem. If it is an isolated incident
and a general mistake has been made and there is probably no
10

material

damage

and

the

patient

involved

would

accept

the

explanations and apologies from the radiologists, I think that it
would be left there.

But if there were a significant breach of

confidentiality that compromised the patient, obviously then one
would look at further action.

DR N BHENGU What would be a significant breach?
20
DR TUFT I think that would have to be determined by the patient,
him or herself. If the information was of such a confidential nature
that they had felt compromised or damaged by it.
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DR N BHENGU I think the problem is and the scenario that I am
giving to you is that the patient himself or herself would not know
that because he or she would have no knowledge of that because his
results were sent to the wrong patient. So the results were sent to
the wrong patient and they would have no knowledge of that. It is
this patient who gets this information and when he or she gets the
report he or she will say that this does not look like mine and they
10

will go back to the hosp ital and say this is a mistake, this is not
mine.

DR TUFT The report....

DR N BHENGU I know that this thing is not done deliberately but
it just speaks to an error.
20
DR TUFT Well then again the important thing is whether this is
systemic or endemic wheth er it is a one off mistake, everyone
makes mistakes. But if the report is incorrect and it is in your hand
but you don’t read it, then no mist ake is made and no harm done.
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Where the harm would be done is if the report should go to the
doctor

and

that

doctor

does

not

check

that

the

patient’s

demographics match with the patient’s that he or she so perceives
what they sent through on the form or if he or she acts on the
incorrect information then there is a problem in that.

But that

would have to be dealt w ith as the problem arises.

10

DR N BHENGU I think that is precisely what concerns me because
the other doctor may very well act on the basis of this wrong
information and that is a very serious thing.

DR TUFT Surgeons chop wrong legs off . People operate on wrong
patients you know, nobody is infallible.

All we support is and we

recommend methodology and we advise our members on issues of
20

confidentiality on poppy on their obligations to the National Health
Act or inform and incent and if a mistake happens in the middle of
that, then it is a mistake. Again, one has to be concerned if this is
a systemic or endemic problem rather than an isolated problem.

Health Market Inquiry

Page 173

4th May 2016

___________________________________________________________________

DR N BHENGU I understand, yes.

DR TUFT I don’t think that there are any that we are aware of any
mechanism in the system that would allow this to happen on a
repeated basis.

DR N BHENGU I think that you may defend the practice but the
10

fact of the matter is these are isolated incidents that do occur and
the only question is how one prevents this they put sy stems into
place for the reasons that you mentioned for the breaches of
confidentiality.

DR TUFT Well, I...

20

DR N BHENGU And the fact that the other person could act on the
basis of a wrong re port. If he or she is not paying attention to that.

DR TUFT I am coming back to that.
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DR N BHENGU Perhaps these cases should be reported to you so
you can deal with it.

DR TUFT Systems and technology, I said to you that in modern
practice that the image or the report is usually locked into the
patient. We see inc reasingly that this is transferred directly to the
referring doctor. So we ensure that it goes to the right place, it is
10

encrypted as confidentiality is ensured. But in this case there has
been some human intervention by someone physically putting a
report or a CD into an envelope with an address on it that does not
match it and technology will do away with that problem.

DR N BHENGU Yes, I understand. It is a serious mistake I want
to assure you.
20
DR LUNGISWA NKONKI Thank you for your presentation. Um,
my first question is um, has to do with, um, potential incentives
and um, thank you for attaching the article by David Levine and
I’ve gone through it and it makes a strong point about potential
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conflict of interests or evidence of potential conflict of in terests
when a radiologist does self referrals. In your response to some of
Dr Bhengu’s um, questions around um, non radiologists owning
their own equipment and doing certain services that can be offered
by the radiologist, you expressed a concern that th ey may face
challenges due to volume as they don’t have a massive referral that
radiologists will benefit from.
10

So what I would like to know is,

and you went on to site historical cases where there were instances
of perverse incentives that you were invol ved in resolving.

So

what I would like to know is what do your members, how do they
create this massive referral that you talked about that they have
from other non radiologists?

DR TUFT I think it is a business decision. I think a radiologist is
20

not going to go out and spend twenty five million on an individual
machine unless they have carefully prepared a business plan that
shows that this new hospital that they are going into has the critical
mass of referral doctors which would in those circumstances
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provide for this to make sense. Radiologists have got it wrong and
they have gone bankrupt. S o they got to be careful.

DR LUNGISWA NKONKI What I would like to know is are you
concerned that there are other potential um perverse incentives that
could occur with radiologists trying to confirm that they do have
that referral system and if they are, do you as an organization take
10

a proactive step to um, prevent those or investigate those?

DR TUFT I think that the radiology community knows because of
the history of the 1999 complaint and the action taken by the
Counsel followed by the report from the Radiological Society and
they know that they are at risk.

I mean these radiologists careers

were effectively terminated at that stage, they were removed from
20

the roll and they were thrown out of our Society which is a minor
sanction but it is very significant and an awareness so I would be
very surprised, and I was the one that initiated this complaint in
1999, I would be very surprised if there was any perver se incentive
that would increase utilization that we would not know about it. I
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think that if it a significant one it would be flagged in that whole
process as we would see inappropriate utilization per insured
members.

DR LUNGISWA NKONKI However you did state that in the slide
that you presented to us that you had not gone to the next step to
looking at the linkages to referrals.
10

So how do you know, how

would it reflect?

DR TUFT We’ve got the basic information of what we see as
radiologists and I think that we clearly said that the next step at
analysing what is going on is going to be looking at the referral
patterns of the referral doctors because if there is abnormal
behaviour at that level there is going to be picked up when you see
20

what the referral profile is as well.

DR LUNGISWA NKONKI Um, in the act of, I think it was
towards the end, they talk about what can be done about managing
the challenges that arise from self referral and the remedies are
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what you have discussed briefly on granting certain privileges with
the appropriate training.

Um, so I am a bit confused.

say that you are in support of that?

So you do

But you are concerned about

the potential conflict and interest that would arise from um, trying
to

get

enough

volume

from

the

equipm ent

parties

by

non

radiologists. So what is your, are you in support or not?

10

DR TUFT

Well I think the example is different.

When I spoke

about radiologist who are being unskilled and who are doing patent
recognition, there is still a division between t he referrer and the
performer of the examination.
how to do that reporting.

The radiographer is not trained on

But the radiographer does not have the

ability to decide what kind of examination needs to be done and
that is the critical decision.
20

The dang er we believe of referring

doctors owning hi tech equipment is that they are the ones who
decide that this patient needs this scan as well as the person who
does the scan as well as the person who financially benefits from
the scan being done.

So that is the separation you need is the
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ability to refer and the ability to perform the examin ation. And the
up skilling we are suggesting will keep that separat ion in place.

DR LUNGISWA NKONKI Um what then in, first what is the
distribution of radiologists in t he country between urban areas and
rural areas?

10

DR TUFT Radiologists are concentrated in the open areas. I mean
last time I discussed this I mentioned there were radiologists in
Mpumalanga and that there was one radiologist was in the Northern
Province.

DR LUNGISWA NKONKI So do you then think that there are any
measures which could be taken to even mitigate the areas of
20

concerns you have on diagnosis in areas where there is this
necessity.

DR TUFT I think very much so.

I think that is the whole Tally

Medicine and porthole project we were talking about. It is perfect
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for that.

You cannot put a full radiology set up in a hamlet, you

know, you got to have a crit ical mass of patients to make this
reasonable.

But what you can ideally do is have a basic x -ray

machine operated on by a radiographer.

The images are sent

through to a radiologist in an urban area for reporting.

This is

really the concept behind our portal to use radiologists in the
bigger practices in the urban areas or even people in state a reas to
10

do r waps but we haven’t had any take up after that.

But as Dr

Bhengu said we must keep knocking on the doors.

DR LUNGISWA NKONKI OK, thank you.

DR CORNELIS VAN GENT I hope it is not the emotions for lack
of words. I really am trying to underst and, I will come back to the
20

um, the 2004 2009 and 2010 periods where the Department of
Health is trying to establish a pricing system in South Africa.
When I look at this I make a distinction between the policy phase
and obviously this is the phase in wh ich the Department is heavily
involved in as it is responsible in setting the type of regulatory
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model or price negotiation model that it intends to implement in
South Africa. So there is different models and they could have the
collective buying model, a proper legal umbrella, as you mentioned
and called it.

And of course according to the proper rules of

negotiations and bargaining ect. And who’s present and who is not.
Uh, so that is where the industry is most active, but you could also
have a model wh ere an institution regulates prices, sets prices
10

based on activity based costing. Or a second model where it is not
based on costing it is based on benchmarking. And benchmarking
is possible in practices that are quite homogeneous or relatively
homogeneous. I do think that your profession or the practices that
you represent are relatively homogeneous in a sense if you look at
health care. So what I am trying to understand is first of all, what
type of model would you prefer should you, you are asking of us to

20

contemplate to think of this issue again and recommend on this
issue and under the correct legal umbrella as you would call it.
What type of model of you thinking of?

Are you thinking of a

collective bargaining model like the one that you had up t o 2004 or
are you thinking of an institution that sets the tariffs based upon its
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own investigations of cost, of course involving the industry. Or a
model where you would benchmark and find out whether the 30%,
as you mentioned before as an example or you find out whether the
norm is in fact the correct norm.

You can find that out by

benchmarking.

DR TUFT I think that we would veer towards the middle model of
10

those.

We are fairly confident from the activity based costings

where we can do the calculation s. Obviously we would be unhappy
with simple benchmarking without simple costings put into it
because that can come out with a result that could put us out of
business.

But we would be comfortable with some central

mechanism that we give input in in a st ructured format using
deveined parameters to come out with, with a standard....
20
DR CORNELIS VAN GENT The benchmark is followed in
principal you cannot get out of business unless you underperform.
So the benchmark would be a practice and of course this pr actice
would need to be normalised or standardised. A practice can earn
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its living, make a decent return, but do it on the basis of cost
efficiency in all respects.

So the ones that are not cost efficient

have a problem. It is not the consumers that hav e a problem or the
beneficiaries of the medical schemes that have a problem; it is the
practice that has the problem.

And if the practice over performs

then the benchmark could get rich off the profits. So the idea of a
benchmark model is not to put you out of business but to of course
10

to find out, you know, what is efficient and what is not. From the
costing model which would put the one that is regulating at a
disadvantage because obviously you always more information that
the regulator has in terms of costing.
sense.

So you could cheat in a

It is really hard for a regulator to work out what proper

costs are. Had you been thinking of the models, now you have been
co-operating in this 2004 and 2010 period and it has been quite
20

legal. And you have sup plied two propositions. These were quite
economic, I think, these two propositions but after that you
explained the process, um, failed and stopped but have you
considered the type of model or have you, answer my question?

Health Market Inquiry

Page 184

4th May 2016

___________________________________________________________________

DR TUFT We would be happy with the model that was used in
2007 and 2009 because basically the parameters were laid down and
we had input into those, we did our costs studies; these were
assessed by outside experts and actuaries.

We made sure that

statistically the information that we a re using was appropriate and
no bias in that and then once that was developed that would
effectively become the benchmark. But within this we still believe
10

that the individual should still have the opportunity unless there is
a negotiated rate with the St ate to charge at different rates and the
benchmark.

But the benchmark must be there to determine and to

give a guideline to the funders and schemes as to what an
appropriate remuneration is.

And that is what is missing and we

have gone off kilt over the last 12 years. Because new things are
not there. Old things that should not be there are still there and the
20

system is a mess.

DR CORNELIS VAN GENT I completely understand.

Um, now,

so that is a policy I wanted to know about, the choice of model.
And what happened if I understand well is that it was not only the
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Department that set the model, and you agreed to the model,
apparently, but you also tried to implement the model.

DR TUFT We did not entirely agree to the model, the Department
set so little parameters that we thought were inappropriate and they
set

such

low

remuneration

levels

of

practitioners

that

were

inappropriate, they put returns on investments which we thought
10

people would quibble with. So we thought that if we got that sort
of model w e would like to agree with the parameters before we
start rather than having those parameters put onto us. But once that
has been set we can put the input into this model.

DR CORNELIS VAN GENT Correct me if I am wrong but your
proposition was not accepte d because of the tariffs that you
20

proposed were not low enough, according to the stake holders of
the State? So there is a danger in the Department itself or the State
implementing the model.
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DR TUFT I would certainly say that, I think that in the curren t
environment should the Department want to control prices or to
bring prices down, but this is not done in relation to costs, then we
do have a problem.

What I think we should do is to suggest that

the first part of that as we said in 2007 and 2009 all parties agree
with the mechanism to be used to determine the costings model, the
uh, stuff is done by all parties in the same way and then it must go
10

to some independent body who will then adjudicate on this.

And

then we avoid the danger of the Department who in fact will be a
purchaser

of

services

making

the

decision

at

the

level

of

remuneration of the profession which would not be appropriate. So
I am agreeing with you that there is in fact a danger of people
doing the calculations and the adjudications being done by the same
people.
20
DR CORNELIS VAN GENT There was that case in 2007.

DR TUFT There was that case and it didn’t happen but if it had
happened as it did in 2009 it made the submissions, it would have
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been accepted or rejected, it would have for med part of the NRPL
and the schemes would have paid those as benefits.

DR CORNELIS VAN GENT What kind of institution would it be,
a proper institution to do this very important task?

DR TUFT I don’t know, I think it has got to involve all the
10

stakeholders, it obviously has to involve the profession, it has to
involve the State, and it has to involve the insurers. And I think it
is the type of organization that the SAPPF Organization has
proposed um, is exactly that.
that is involved in it.

I think it has to involve everybody

But it needs funding and it needs staffing

and it needs all the other issues, but it has got to be done properly
and professionally.
20
DR CORNELIS VAN GENT Um, and it must be.... Is there an
example in the health care industry of such an institution, there is
no example.
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DR TUFT I am not aware of one.

DR N BHENGU Is the, what is the composition of the pricing
committee for the pharmaceuticals.

DR CORNELIS VAN GENT I stand to be corrected but to the best
10

of my knowledge there we re some academics on that pricing
committee, but I don’t recall any participants uh, from the private
sector who are active in the private sector who were party to that
committee and I think that that was one of the concerns, that there
was not someone who could give a practice based decision on the
realities of practicing as a pharmacist. But I stand to be corrected
as it has been some years since that challenge.

20
DR N BHENGU I have just looked at that corner recently as to my
knowledge there wasn’t any c hallenge to the institution of the
pricing committee. I think that really the concerns centred around
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how it performed its task.

And I think that that really was where

the concern was.

DR CORNELIS VAN GENT Correct, and in that specific case uh,
there was not a challenge as to who was on the pricing committee
as such, uh, it rather was the question as to who should take what
decisions, the Minister or the pricing committee and when.
10

the circumstances around which decisions were taken.

And

But what

ideally that said, obviously it said that it was in the interests of
everyone concerned to properly represent the stakeholders.

DR N BHENGU But is the present in the legal framework
conducive to the institutions of the kind of body that you have in
mind Dr Tuft that you have been talking about?
20
DR CORNELIS VAN GENT I believe that provided , I do believe
that there is stature of framework.

I do believe that a regulatory

framework allowing for an appropriate common period which
provides for how the committee s hould be constituted and there is
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input into that where a framework can yield a workable outline as
proposed by Dr Tuft.

DR N BHENGU Looking at the present legal framework in
particular section 19 sub -section 1 of the Act, the National Health
Act. Does that provision and any other provisions in the Act allow
for the creation of that independent movement that you have in
10

mind?

DR CORNELIS VAN GENT Obviously the provisions of Section
91, which ever relevant sub -section it is, it may be argued to be
limited. I, in that said it is relatively general in its terms. I think
the reality of it is that it is general and that it would empower the
Minister to publish the regulations and do not go beyond ultimately
20

the scope of the Act, so the relations are therefor e lawful. I think
that if you have the participation of the industry uh, less incentive
to quibble around the legalities of the regulations having a regard
to the scope of the Act and whether or not they are outlays to the
areas. I believe that that would be something to be looked at and I
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cannot give you a short answer to it, I am sure and would imagine
that it is sufficiently broad in all its terms.

You raised an

important point in that it is something that would have to be
considered.

DR N BHENGU Because the problem is that it is on in the context
of empowering the Minister to be able to make regulations.
10

It is

not contained as I recall as a standalone provision in the Act itself.
Which would incorporate the sort of ideas that have been explored
here.

DR CORNELIS VAN GENT And I think, I suspect that it is
sufficient in its terms of the product that it has yielded and it takes
the form of pricing guidelines and if it gives rise to a price
20

regulation outcome. Then I think there well may be a debate as to
whether or not the Act in its present form is sufficient.

DR N BHENGU I think the debate as I understand it is really
concerned, relates to the establishment of this body which allow for
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representations to be made to it and also which will also provide
ultimately a guideline which can then be implemented as I
understand it to a particular body and not by the Department itself.

DR CORNELIS VAN GENT You raise a good point. I am not sure
whether or not, because we have never considered it up until this
point, in the context and in the body, it has always been in the
10

context where ultimately the Department of Health drives the
process uh, from inception to conclusion. Uh, whether or not um,
the standing of a legal body and the rights of the Minister throu gh
regulations to further delegate his or her powers to such a body is
open to questions which I am unable to review at this point. It is a
rather complex issue which I would have to think about.

20

DR N BHENGU You are asking us one of the requests that you are
putting forward is for us to consider an institution such as that in
essence.

So I would think that even if you can it would be

considerable helpful if you could give consideration to these issues
and if necessary let us know what your views are.
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DR CORNELIS VAN GENT I am certainly happy to share my
views on that with you.

DR N BHENGU Yes, OK. One more matter that I wanted to raise
with

you

and

again

it

is

something

that

images

from

the

submissions from the written submission that you have made. I t is
10

on the next page. We were last on page 16 and we now move on to
page 17. And the paragraph that I would like to draw attention to
is paragraph 5.4.4.

This is where this submission says the RSSA

submission that the setting aside of the reference pri ce list was a
loss to the radiology and to the profession in the private sector as a
whole.

It is evident from the graph below that radiology, tracked

health care, CPI where the time of the health preference health list
20

and the reference price list was pu blished. And it is only since the
setting aside the 2009 RPL in 2010 that prices and tariffs have
outstripped the CPR. You see that statement? I think what I want
to understand is how did this, how so, did this health care, what is
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the explanation of th at? I mean why is it that it outstripped the CPI
after this? What is it that caused this to happen?

DR TUFT I think if you look at the paragraph the paragraph is a
very general statement and secondly I think that we intended to say
and perhaps did not s ay particularly well in this that we uh, setting
aside of the RPL was a problem because it was in the way of the
10

mechanism in setting the way for the RPL which is the point that
we were trying to make as without that the whole process just fell
apart until 2009, at least we had the ability to set it forward to the
Department of Health.

As for the outstripping that is difficult as

what I think what may well of happened is that in each of years the
prediction of inflation has not been very accurate, so when the
medical schemes at the end of one year predicted the rate of
20

inflation for the next, they add what they think the CPI is but the
CPI is not always what they think it is.

And I think that is the

reason for the small discrepancy in the corner of the gra ph.
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DR N BHENGU Yes, I see. It is again not clear because what this
paragraph says is that the prices and the tariffs have always
checked with the CPR period of this national health price list.

It

was only after this was set aside that the prices and th e tariffs of
the radiologist began to obstruct the CPI.

So what I want to

understand is why, what happened? Is it because now it was a free
for all? Or was one just charging as one felt like?
10
DR TUFT It could be that it was a poorly drafted paragraph a nd
thank you for that justification if something like that happened.
But if you look at the same graph from 2005 to 2008 we are seeing
exactly the same thing which has subsequently been corrected.

I

think that it is just an analysis of the level of CPI w hich hasn’t
been correct.
20

I think that if we go on to 2016 and I know that it

only goes to 2013, we will see that it normalised as it did in 2009.

DR N BHENGU I understand that when it normalised, I am only
interested in the period when it was outstrippe d as it was stated in
this submission.

What is the explanation for that?

We know that
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during this period there was no longer any National Price List,
which I think is the point being made here and that precisely
because of that one then begins to see, un less I am reading the
statement incorrectly. Go ahead.

DR CORNELIS VAN GENT I think the problem is that it was not
an attempt to explain differences.
10

The reality is that as a

consequence of the inability of the industry to act closely with
funders.

Fun ders were less likely to adjust the realities that were

made of the practice as it evolved over time.

Now you see what

you will see is more step changes as it is a more sensitive system,
and as I say, if you extend this graph to 2016 you will probably see
the inverse occur as again the realities that the industries were at
impact of the current dollar and rand exchange rate. So I suspect,
20

and I am hazarding a guess as it is an observation, that it is simply
a function of the fact that the system is less f ine tuned because
there are a level of interaction that is placed on the funders and
applying an inf lation amount onto it that has given rise to this
distinction.
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DR N BHENGU I understand all of that but what I am asking is
why did the radiology tariffs o utstrip the CPI since the setting
aside of the, what does it need to outstrip, was it because there was
no longer any control, there was no guideline?

DR CORNELIS VAN GENT One of the matters that did affect it
10

and Richard can step in on this is that there has also been
significant evolutions in technology.

The baskets to use to

determine CPI is a basket which is or may not take into account
sufficient information for that.

DR TUFT I must say Mr Chairman, if I was reviewing and
rewriting this submission I would leave out that clause because I
20

think that it is confusing and I don’t think that it is making it clear.
I think if I was to answer your question and as I answered it before
is that on each of those years, all it is looking at is the increase
related to CPI and the increase has been higher in CPI and I think
that that is just a calculation error in the beginning of the year. We
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are looking at CPI in August of the previous year, for the following
year and inflation in those three years hasn’t been what it was
expected to be as it wasn’t in 2005 and in 2007. I don’t think that
there is anything more that we can read into that than that.

The

difference is not material and we think that it is so.

DR N BHENGU But if you had your way you would leave this
10

paragraph out.

DR TUFT If I was writing it now, I would leave the paragraph out.

DR N BHENGU I understand, yes, thank you.

PROF SHARON FONN Is it not true that it would be convenient
20

not to have it in as it is making the point like the one you made
before that the NRPL was simply inflated so, I mean, it is
inconsistent with what you said before.
saying?

Isn’t that what you are
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DR TUFT The NRPL has been inflated each year with a figure
which turns out not to be CPRI and that is what we are looking at
here. The medical schemes...

PROF SHARON FONN Not to your disadvantage.

DR TUFT No we have been advantaged by it. In those three years
10

we have been advantaged by it.

The increases have been slightly

higher than the CPRI.

DR N BHENGU So the bottom line now is that as a panel we must
now delete this paragraph from your submission. Is that what you
are asking for us to do now? Well I think that you must just have
time to reflect on this paragraph and tell us whether we should
20

delete the whole of the paragraph or a portion of the paragraph and
perhaps why we should do so.

DR TUFT We will come back to you on that Mr Chairman.
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DR N BHENGU I understand.

Is there anything perhaps that you

had to come here eager to convey to us but which for some reaso n
or another has not surfaced?

That you would like to draw to our

attention.

DR TUFT Certainly not from my side. Sheldon or Martin, no.

10

DR N BHENGU Now, there is one outstanding matter. It is about
the peer reviews.

I suppose for that you would have to get the

consent of the medical schemes concerned? Yes.

DR CORNELIS VAN GENT As you recall there was no study that
produced or report that produced as a consequence of that peer
review.
20

The best information that was presented was perhaps the

paragraph which demonstrated on the basis of data where the
various practices ended up. So that is a difficult fact as we would
have to reconstruct.
needed to do.

I understood that that was not something we
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PROF SHARON FONN For that scatter graph could you anno tate
it properly and label it properly so that we can better understand it
as it would define the terms and indicate that the size of the balls, I
mean it is just so poorly labelled.

The thing I tried to teach my

students but I guess they all make mistake s.

10

DR N BHENGU Is there anything that you would like to add.

DR TUFT No Mr Chairman.

DR N BHENGU Yes, indeed.

I think that it has been a fruitful

engagement and thank you for accepting the invitation to come and
talk to us. Thank you for your generosi ty of time in allowing us to
20

entertain you beyond what you had anticipated.

DR TUFT Thank you Mr Chairman.
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DR

N

BHENGU

Thank

you

so

representatives of the scheme here?

much

indeed.

Are

the

They are here, OK. Are they

here? Would the members come forward please? We thank you for
your patients and we do apologise for not, do take a seat.

We

apologise for not calling you early on, some of these issues take
more time than one can budget for these things. The time now is 1
o’clock.
10

We can do two things, w e can allow you to make your

presentation and then take lunch and come back or we can take
lunch now just for half an hour and then come back and do
everything at once. Well if it were up to me I would say we should
go on until we are finished.
would favour?

Laugh.

T hat is something that you

Would it be convenient to you if we adjourn now

and convene at 1:45pm? Yes thank you so much indeed.
END OF SESSION ONE
20
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SESSION TWO: PRESENTATION BY MEDISCOR

JUDGE NGCOBO

Good afternoon gentleman and ladies how are

you this afternoon? When I looked at the name that is Mediscor
PMB I confused PMB with PMB and I thought that well these are
the people who are going to talk to us about the prescribed
minimum benefits, but it turned out to be that it’s a pharmaceutic al
10

benefit management company. I wonder would you be kind enough
to introduce yourself and also to indicate to us, who is going to
lead the discussion?

MR RADEMAN

Mr Chairman thank you very much for the

opportunity to present, my name is Christo Rademan I am the CEO
of Mediscor, I’m a chartered accountant by profession. I have been
20

with Mediscor for the past twenty years and for the last fifteen
years, as the CEO. I have 2 colleagues with me, they are both
clinical people and I’ll just ask them to introdu ce themselves if you
wouldn’t mind.
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MS BESTER

Good

day

I’m

Madelein

Bester,

I’m

a

pharmacist by profession, my position at Mediscor is that of
executive of funding strategy and I think that’s the important part
thank you.

MS NGULUBE Good afternoon I’m R ufaro Ngulube, pharmacist by
profession and a manager in the business development department.
10
JUDGE NGCOBO

Thank you okay Mr Rademan, are you going to

lead the discussion?

MR RADEMAN

I shall be leading the discussion and doing the

presentation and trying to field as many questions as possible.
JUDGE NGCOBO

When you are ready, you can go ahead.

MR RADEMAN

Thank you Mr Chairmam, what the base of our

20

presentation is, we were asked to present what PMB’s do in the
South African healthcare space and what our role is and why
funders would appoint Mediscor to fulfil this specific role of
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medicine management on their behalf and we’ve therefore prepared
our presentation in line with the brief that says we need to share
with you our role and our results.

During the course of the presentation, it’s going to be divided into
7 sub-sections.

I’ll start off with the healthcare landscape which

will explain to the panel exactly where Mediscor fits in and what
10

we do.

The company overview with some information about our

clients and where we get our income from, the role and the benefits
in appointing a PMB or a pharmaceutical benefit management
organisation and some information about the services we provide,
our results, some information about our income model and then
last, but no definitely not least the 4 statement of issues that we
wanted to raise.
20
I wanted to at the start, compliment the panel for the statement of
issues that have been published. Having been in the industry for so
many years, I was very, very impres sed by the comprehensive list
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of issues that were listed and published and distributed and I really
want to compliment you with the quality of the work done so far.

JUDGE NGCOBO

Thank you for the compliment.

MR RADEMAN

If we could start with the healthca re landscape,

the organisation right in the middle, is where Mediscor fits in. If I
10

could give an analogy or a similarity, Mediscor is similar to the
Visa or the Master Card of the medicines industry, the same as
what you would present your credit card at Checkers or a Pick n
Pay and they would check against your credit card account, we
fulfil very much the same role within the medicines industry.

What is just different is that in the banking space or in the credit
20

card space, they would do 5 or 6 checks while you’re at the store.
In our environment, we would do a few hundred checks with that
claim as it is processed by our software, so what happens is that
when you present your medical scheme card with the prescription at
a pharmacy, that pharmacy will t hen submit the claim electronically
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in real time through to the medical scheme, but all medical schemes
in South Africa don’t have the infrastructure or the capability to be
electronically connected to all of the pharmacies and similarly all
the doctors in South Africa, therefore they utilise an organisation
like ourselves to then validate and check the claim instantly while
the patient is still in the pharmacy.

10

Therefore it is very important that all of the checks and all of the
validations are done while the patient is in the pharmacy.

If you

come back once the patient has left the members made co -pay
where

it

was

necessary,

if

you

go

back

with

any

clinical

information, the patient has left, he’s busy taking the medicines
and it could have negative clini cal impact on the person.
So it is therefore important that we carry a comprehensive patient
20

record of all the members that we manage and that we have central
processing engine that we apply all of the rules at that instant. So
just to give you a similari ty, the whole transaction from the
pharmacy screened to Mediscor, we process in .3 of a second, all of
the rules that we implement through to the funder for them to give
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us final confirmation whether the patient has benefits, back to
Mediscor and back onto the pharmacy screen, takes between 3 and
4 seconds. Long before the pharmacy is back from the shelf, the
answer is back on the pharmacy screen.

Late in the presentation, I will share with you that we do between a
hundred thousand and a hundred and fifty thousand claims per day
10

from all of the pharmacies in South Africa, so all of the pharmacies
submit in real time, the couriers and all of them and then the
dispensing doctors they are busy moving into real time claiming,
but the majority of the dispensing doctors submit in electronic
batch format.

So that’s a broad overview of where Mediscor fits

into that healthcare space.

20

If we could move to the next section our company overview, we
have offices in Centurion, we operate from a single premises the
organisation was started in1989, so we have been operating as a
PMB for twenty seven years. What is important as well for today, is
that Mediscor is totally independent, we are not aligned or
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associated with any funder, any manufacturer, any pharmacy
grouping, the shareholders comprise the management team and also
a partner we call Pan African, that are with us in the business and
have been for a number of years, so we are totally independent in
the role that we fulfil.

We re the largest independent PMB by counting the number of
10

clients that we have, we have more than forty clients that we act
for, but not the largest PMB in terms of the number of lives
covered.

In

terms

of

the

regulatory

approval,

we

are

unconditionally accredited as a managed care organisati on. In fact,
we were the first organisation in South Africa to be accredited. We
employ one hundred and twenty staff.

Of the hundred and twenty

staff, about forty are clinical people pharmacists or pharmacy
20

assistants and we also have a doctor on staff.

The provider coverage I’ve shared with you, is that all pharmacies
we have contracts with all of them, that lays down the rules and
how they must submit claims to us and how we respond and our
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abilities and rights with regards to the contracts. Then I sa id we
process more than a hundred thousand claims per day.

Our client profile is quite diverse we operate in a number of
countries.

In South Africa, we have a number of clients and we

also have clients in Namibia and Botswana, so in South Africa, our
clients comprise medical schemes, some administrators, some
10

managed care organisations, some health insurance companies,
even some labour union sick funds for whom we manage the
medicine benefits and then we also fulfil capitation management
where the risk has been transferred to provide groups like Prime
Cure or Medicross and so forth, we would do the medicine
management and manage the risk on behalf of those provider
groupings as well.

20

So our client base are made up of these forty five types of clients,
so

it

is

not

that

we

only

operate

in

the

medical

schemes

environment, we also have exposure to other non -medical scheme
clients and similarly, the exposure to the Namibian market and the
Botswana market.
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JUDGE NGCOBO

Just to, make sure that, I understand wh at your

role is, so if, the medication that I am requesting from the
pharmacy gets rejected, I can call you?

MR RADEMAN

Yes.

For the clients that are with us, we are

the entity that decides, so we are the entity that will decide whether
10

the claim pays, w hether it doesn’t pay, to what extent it pays,
whether there is a co -pay applicable,whether there is a formulary
applicable, there are DSP’s involved, so all of the rules applicable
to whether it pays or it doesn’t pay, that is Mediscor and we make
that decision.

When we switch into the medical scheme, we only want to find out
20

whether there is money available, whether it be on your savings
account or on your chronic benefit or PMB benefit or oncology or
whatever it is, but we are the entity that makes the decision to pay
or not to pay, or to partially pay, that is our duty.
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JUDGE NGCOBO

But all I want to know, the telephone number

that’s here, is that the number that I can call?

10

MR RADEMAN

If you are on of our clients, then yes.

JUDGE NGCOBO

Yes I understand.

MR RADEMAN

So a PMB has a number of core functions that

we fulful and I do acknowledge the fact that a lot of people in the
South African industry and similarly the population of South
Africa, don’t necessarily even know that an organisation like
Mediscor exists behind the pharmacy screens because we’re not out
there and people don’t communicate the fact that there is such a
company that applies these rules.
20
So what we do as our core functions, we would therefore establish
all of these electronic int erfaces.

There are about two thousand

eight hundred pharmacies in South Africa and about ten thousand
GP’s and if you add some of the other disciplines, you could get to
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fourteen to twenty thousand, but the ability to then establish these
electronic inter faces, that is part of our duty and responsibility to
establish the connectivity for the claims to flow.
We would then similarly as the next task, do the claims processing
and adjudication, so as I’ve mentioned, it’s our duty to decide
whether the claim pa ys or not and the funder relies on us, that
whatever we decide, that is what is deducted and whatever is
10

finally decided, that is put back on the pharmacy screen and the
funder then pays the pharmacy in line or in accordance rather with
what we have establ ished and decided.

We therefore then manage the medicine benefits on behalf of
medical

schemes.

We

do

a

pre -authorisation

role,

the

pre -

authorisatoin deals with access, in other words, does the patient
20

qualify to have access to certain benefits, whether i t be HIV
benefit, oncology benefit, PMB benefits and so forth, the patients
need to meet certain minimum entry criteria before they are
authorised to have access to unlimited benefits and so forth and
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they need to join depending on the clients certain mana gement
programmes.

So we would then be the entity that would also fulfil that pre authorisation role on deciding whether the condition is severe
enough and whethe the medication is approved for payment from
the medical funder.
10

therapeutic

A further role that we do, is generic and

substitution

programmes

to

decide

whether

the

pharmacist had the opportunity to give a lesser expensive generic
and

whether

they

actually

did

that,

whether

there

are

any

formularies and so forth applicable, Mediscor does that as well.
We design and manage a number of formularies, similarly the
protocols.

Then we also manage some exceptions where people

want to travel overseas and they need 3 or 6 months medication to
20

take with them. I mean we are dealing with humans, there will
always be exceptions to protocol and to rules, we need to deal with
those exceptions and then last but not least as our core function, we
need to reduce the inappropriate use of medication fraud and abuse
is also one of our core functions.
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Then some of t he supplementary services and as far as the core
functions are concerned Mr Chairman there is a separate slide that
will give you a lot more detail on the core functions.

The

supplementary services, the reporting, we report to the client, the
scheme and the various funders, what happens with their medicine
expenditure on a monthly basis, we monitor the disease burden, we
10

make available a contact centre.

Our contact centre is available

three hundred and sixy four days a year, all the days that
pharmacies are open.

We do provider contracting, we do advisory service, we advice the
schemes on how to fund medicines and to pay for them and then
last but not least, we maintain a product database of all the
20

medicines in South Africa. There are about three hundr ed thousand
Nappi codes in South Africa and we maintain a product database
with all of the various prices as we get from manufacturers, as we
get from distributors and also what we get from the Department of
Health if it’s a scheduled medicine.
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So having previously stated that Mediscor is an independent PMB ,
there are 4 other PMB’s in South Africa, all of them are reliant
with a funder or an administrator and so one would then need to
raise the question why would it be necessary to appoint an
individual or a specialist PMB.

10

Now the first and most important point, is that an organisation
requires

significant

intellectual

property

to

know

the

active

ingredient, the price, the interactions of every product that is
available in the country, is virtually imposs ible. We also do know
that no doctor sees the patient all of the time. You go to your GP
for your flu and so forth, you go to a specialist for your chronic
conditions and once you’re on a programme, you may even make
20

use of a courier pharmacy, so no single provider whether it be a
pharmacy or a doctor sees the patient all of the time.

It is therefore important to have a central patient record where all
of this information is brought together and taken into account on
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the decision whether a claim is paid or not paid. So similarly, from
a provider perspective, no doctor in South Africa or anywhere in
the world and similarly all the pharmacists will be able to recite all
the package inserts that you will find and know the contrary
indications and the dosing and so forth, so again, the significant
intellectual property is required to be able to assess and adjudicate
a claim at the point of dispensing.
10
So the next point is one would then require high capability systems
with real time clinical intelligence to be able to assess and put the
answer back on the pharmacy screen and then this is also the
discipline with the largest volume, so if the medical scheme wants
to really have a good impact on the members, they need to make
sure that the medicine space is wel l managed, because that is again
20

where the member has the most contact with the medical scheme
that is in the pharmacy environment.

Then last but not least, being an independent PMB, we provide
checks and balances where all the information doesn’t just co me
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from a single source being the administrator or the managed care
organisation, so we do provide some checks and balances with an
independent view.

So to be a bit more specific, under the pharmaceutical benefit
management services, those are categorised into 4 sub-sections,
being the claims processing, the business intelligence side the
10

client support where we help them with the design of medicine
benefits and then the consulting side. Then I’ve already mentioned
the medicine authorisation, our departmen t is called [chroni line].
To give you some information about technology that we utilise, it
is very big international software that we use. It is software that we
have licenced since 1998 from a company called Optimum RX in
the United States. It’s the th ird largest PMB in the United States.

20

They currently manage three thousand funders, where we currenty
forty five funders and they also manage thirty four million lives on
the software that we utilise.
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Optimum RX employes fourteen thousand staff and they owned by
United Health Care which is the largest healthcare company in the
world where they are managing seventy million lives, so the
software that we use, is internationally very well known and very
highly regarded software.

We therefore have the benefi t of all the international development
10

that they do on the software with the three thousand funders and
the thirty four million lives, but what is also important is that
everything for South Africa, we own, so we own the South African
version of the softwa re, all the localisation, all the developments,
everything that has come from the Department of Health or Council
for Medical Schemes or our diverse line base, we’ve developed in
our own line of the software.

20
As far as clinical content is concerned, we ut ilise an international
product database called Medi Span which we’ve also licenced since
1998. Medi Span is one of the top 3 international databases. The
other

3

product

databases

I

call

[inaudible]

or

facts

and
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comparisons and what makes it unique, is t hat where the South
African market runs on a Nappi code, there is no intelligence in the
Nappi code. Medi Span has a unique GPI coding system, which has
intelligence about the active ingredient of every product.

It is therefore able we have the ability t o count tablets, to count
active ingredients, to count asthma pumps, to count repeats, to
10

apply rules at a clinical level. Because we know the active
ingredient, we know what the dosing is, we know whether there’s a
drug

interaction,

we

know

whether

there’ s

a

drug

disease

interaction, so everything of the clinical content, is based on
intelligence that we get from the Medi Span database.
it’s

a

big

database,

it’s

owned

by

Walters

As I said,

Kluvers

in

the

Netherlands and Walters Kluvers employs nineteen th ousand staff.
20

So again we have access to all of the international research that is
done on the clinical side, but similar to what we have for RX claim,
our processing software, we own and maintain the South African
database with all about the South African products.
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I am justre-emphasizing the point to say that if you want to manage
medicines correctly and appropriately, you need to have a central
patient record.

We therefore would know the age, gender,

conditions, clinical information, what is in your bl ood, what’s in
your medicine cabinet at home, of everyone of our clients, so if you
go to one pharmacy and you try and go to another pharmacy 4 days
later, even if it is a different product, if it has the same active
10

ingredient, the patient may be overdosi ng and we will reject the
claim to say it’s an overdose or an early refill, so whether it’s a
pharmacy claim, a doctor claim, a paper claim or other clinical
information, everything is read into our central product database,
our central patient record and that would the allow us to do this
intergrated

utilisation

management

and

the

practising

of

pharmaceutical care.
20
Later in the presentation, I will share with you the results of
applying these various interventions. Mr Chairman if I could again
give a bit more clarity on the few hundred rules that I mentioned
earlier. As I said in the credit card environment, they would maybe

Health Market Inquiry

4th May 2016

Page 222

___________________________________________________________________

do 4 or 5 checks on the transaction. A few hundred, we’ve divided
into those 9 main categories and what is important, is each one of
the clients have a unique set of rules.

I think any pharmacist in

South Africa who tries to dispense a medicine product without
working through a PMB would have an absolute nightmare, because
each scheme, not only have unique rules, but they have diffe rent
rules between each one of the options, so you could have the top
10

option which could have quite lenient rules whch can have quite
lucrative benefits and you can have a very low cost option with
very strict rules and sick benefits attached to that.

It is our duty and our role to then apply whether it be lenient rules
or strict rules to each one of the various medical schemes and each
one of the options that they have marketed and put out into the
20

market, so the sort of things that we would check under t he data
integrity validations, would be just to make sure all the data fields
are filled.
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Under eligibility management, we would check if it’s a valid
pharmacy, is it a valid doctor, does the pharmacy have a specific
licence, does the doctor have a lice nce to dispense, all of those
things, is it a valid member, is it a valid dependent, everything that
makes the transaction deal with eligible parties, are the checks that
we perform under eligibility management.

10

Under utilisation management, that is a com bined definition that we
give for everything that deals with the quantum of medicines that
are utilised by the patient, whether it be refill limits where we can
say you can have twelve refills of your chronic medication if it is a
thirty day supply, or you can have thirteen refills if it is a twenty
eight day supply, or you can get sixty sleeping tablets a month, or
you can get three hundred analgesics a year, all of those rules are

20

applied under the utilisation management category.

The items that I’ve hig hlighted with an asterisk are the items for
which we measure the impact of what we do on a monthly basis and
we report them back to our clients. Later in the presentation, I will
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show

you

the

impact

of

those

various

validations

to

you.

Utilisation managem ent it takes out excessive use and abuse and
that is really the name of the game. Our statistics are very in line
with the national statistics on what the impact of those various
validations are. We attend the international PMB conference every
few years and it’s very interesting for us to compare our results and
interventions to what happens in the international market.
10
If I could move to the next category which deals with the clinical
management, those would be all of the items that you would find on
the package insert, whether it is the appropriate dose for the
person, again the dosing is applicable to the age of the person, so if
you’rea very young person, if you are 2 or 5 years old, your body
can handle a small quantity of an active ingredient and a s you go to
20

twenty or twenty five, you can handle more and then later in your
life, when you get to fifty and seventy, then again the dosing is
adjusted, so under clinical management, everthing you see on the
package insert, the drug to drug interactions, drug to gender, drug
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to age, all of those interactions are done during the clinical
management validations.

Provider management, where Mediscor has specific contracts with
designated service providers and similarly with the doctors, the
appropriate pricin g and so forth, under pricing management, we
will check whether it is the correct price of the product, the SEP, or
10

whether it is a non -scheduled or a non SEP product which could be
an injection or a needle which wouldn’t be part of the SEP
regulation.

All of the pricing we would check under that.

Under

reference pricing, that would be the generic or the therapeutic
reference pricing. Mediscor has designed and developed a number
of generic or therapeutic reference pricing models where we
effectively say that the member can have any one of the original
20

products or the generic equivalents but the funder will only pay, if
I can give an example, let’s say the original product costs R1 per
tablet, you could have some generics at 60c, other generics at 50c
and other generics at 45c.
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We go through a judgement cycle where we evaluate the various
generics which are available in the South African market and we
would then determine a price for where the patients could have
access to medicine at a reasonable price and let’s say we decide its
50c, we would then reimburse at the 50c level per tablet or per
capsule. So that’s under reference pricing.

10

That drives the utilisation of generic medicines, Mr Chairman that
has been tremendously successful in the South Afric an environment
we’ve managed to get the generic utilisation in South Africa up to
around about 57%. In Namibia we are struggling to get to 30% and
in Botswana, we are struggling to get to 25%. So it really has been
quite an effective measure and tool to d rive the utilisation of
generic medicines and again to make medicines more affordable in

20

South Africa.

Then in formulary management, those are formularies or lists of
products.

Again depending on the richeness of the benefit of this

specific option, or w hether it is a health insurance product and so
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forth, the funder would apply a different formulary and we would
then utilise that to validate the claim. The benefit management is
once we’ve now decided that the claim must pay, we would switch
into the computer system of the administrator or the scheme to see
whether at that second in time, you have benefits available on your
savings account, on your chronic or acute or whatever benefit it is,
we will then check if it’s available and they will deduct that f rom
10

your benefit and give us an answer.
All of those validations that I’ve highlighted to you in this slide, it
happens in .3 of a second.
The business intelligence that we apply, we report and we supply
our clients with reporting models to make sure tha t they can
manage all of the information that there aren’t any strange trends or
deviations to what they’ve budgeted, so we report on a monthly

20

basis back to the funders, the cost per member, the cost per item,
the various disease profiles and so forth and that is on a reporting
model that we call Mediscor analyser.
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Then the second reporting model that we utilise is the patient
experience monitor.
what

happens

to

Again, it is very important for us to know
members

when

they

go

into

a

pharmacy.

Unfortunately it does happen that the patient is caught in the
middle where they charge a specific fee and the funder has a
different fee that they reimburse and then the patient is in a
position that they need to fund that difference.
10

Now that is a

concern to us and we therefore developed this tool called the
patient experience monitor where we track what the pharmacies
charge, we track when they could have given us a generic and they
did not and we then watch all of the compliance with generic
substitution and the d ispensing fees as it happens at the pharmacy.
As far as client support is concerned, the item on the screen that I
would like to highlight is that for clinical supervision, we have a

20

pharmaceutical
Madelein’s

and

auspi ces

therapeutics
and

committee

responsibility

and

which
we

is
have

under
some

independent professionals that also sit on the PMT committee and
similarly our clients and their medical advisors attend the PMT
committee meetings and therefore it is important for us to make
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sure that all our clini cal decisions, protocols, reference pricing,
have been subjected to very thorough objective clinical review.

If I could move to the next one, we have also developed the
capability to send an SMS to out patients.

Unfortunately patients

aren’t always advis ed of what happens at the pharmacy.

I’m sure

people have experienced the situation where you go to the
10

pharmacy and they say no your scheme is only going to pay R80
and then suddenly you need to fund the difference.

Pharmacists

aren’t always necessarily at telling the patients on why there is a
co-pay applicable, patients won’t necessarily know that they were
overcharging or charging more than the scheme rate, or they could
have given a generic and didn’t do that. We therefore developed an
SMS patient communication facility where we communicate within
20

2 seconds of the claim arriving, that we put an SMS back on the
members phone to say please ask for a cheaper generic, or please
ask for a formulary product or your co -pay is as a result of not
going to a designated service provider, therefore the patients are
educated on what the cause of co -payments are and that they can
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make better choices at that point of dispensing and while they are
in the pharmacy.

I have more or less dealt with the communication faci lity. The next
service that we provide is quite comprehensive pharma cure and co economic clinical studies. Madelein did her Masters degree in
pharma co-economics and so we advise the clients, we give them
10

guidance on how to design medicine benefits and s imilarly when
there are deviations, we can make recommendations on what to do
and what corrective actions they should take.

During the build -up to a benefit year, we work with the scheme’s
actuaries to again give guidance and to say well if this is what t he
scheme wants to achieve, that will be the costing and they need to
20

build that into next year’s contributions that they want to collect
from their patients.

The chroni line facility deals with authorisations, we currently do
this authorisation function for about twenty nine clients or two
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hundred and fifty thousand patients, where we would then look at
the application for specific benefit categories, whether it be twenty
six or twenty seven PMB conditions, whether it be for HIV, for
oncology, for high co st medications and so forth, we would then
evaluate the application and make a recommendation to the scheme
whether the product must be paid or should not be paid.

10

So where we need to get more information from members or from
doctors, we’ve got a hundred and eighty template letters that we
send to the doctors and that we ask for more information to support
the claim for the medication, so we go through, this is a pre ajudication cycle so it’s not when the claim arrives, it is for any
claims that are submit ted, it is to see whether the patient is ill
enough to comply with the entry criteria and whether they should

20

have access to the various benefit categories.
If I could move to the next section which is our results, our results
have been fairly consistent o ver the years.

As you can see Mr

Chairman that the utilisation management is the name of the game,
where you need to manage the consumption of medicine and take
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out the abuse.

The top 2 categories would result in a rejected

transaction and the bottom 2 c ategories were to result in the claim
being adjusted downwards, so for our client base, we’ve delivered
cost savings and interventions to the value of exceeding R600
million every year.

As far as our income model is concerned, we have 3 types of
10

income models that we get from our medical schemes and clients.
We either earn a fee per principal member or a fee per beneficiary,
that is primarily in the insurance space and then also there are some
of the clients who want to pay us for the utilisation of our s ervices
where they then pay us a fee per transaction.

Now again when I do a comparison what we earn to what a credit
20

card company earns, our fees for even doing significantly more are
substantially less than what the credit card companies earn. I think
if you just look at your own credit card, you would pay between
R38 and R74 per month to run your credit card.
fraction of that.

We operate at a
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Mr Chairman if I could move to a statement of issues, if there are
any questions, I don’t know if you would li ke me to just proceed?

10

JUDGE NGCOBO

Yes do proceed thank you.

MR RADEMAN

The statement of issues, we’ve largely tried to

deal

which

with

items

we

did

not

find

in

the

previous

documentation from the Competition Commission and items that
are really pertine nt to our environment. Therefore we’ve listed 4
items. The first one which is really a big thing is where we deal
with where the administrator also offers managed care services.
They have the ability to bundle the services again, Mediscor is
totally independent we are not aligned with any one of the
20

administrators, so our ability to bundle is not there.

We need to

prove value to any one of the clients before we can secure the
business, so because they are out in the market, these group
structures,

they

wo uld

facilitate

the

bundling

or

the

cross -

subsidization of some managed care fees and we also find that there
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could be some layers to the administrative costs, so it is difficult
for the schemes to necessarily be able to identify and define what is
exactly meant under the various definitions of managed care and
similarly for them to see that sufficient value is derived from those
costs.

So this obscures the objective evaluation of the contribution made
10

by

the

various

managed

care

services

and

then

the

large r

administrators could also then take advantage of this gap and
influence schemes to contract services on the basis of costs and not
necessarily on the basis of results. In other words, it’s very easy to
say well, if I do nothing, I’m going to charge you R5 but maybe by
paying R10, you could save a lot more than the R5 that you paid, so
the bundling and the ability to prove value, doesn’t necessarily
20

stand out.

So all of these factors that I’ve shared with you, creates an
environment where it is difficult for us to compete, even when our
value proposition is what we’ve highlighted and shared with you.
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This is just purely as an example, I took one of the scheme’s
financial statements and just to demonstrate a point that I’ve
highlighted earlier, a medical s cheme have published that for
managed care services, they paid R384 million, there is no break
up, no division between whether it be pharmacy or hospital or
dental or anyone of the disciplines under that.

It’s just a

combination for managed care services, so that’s an example of the
10

bundling that I have just raised with this committee.

So from a Mediscor perspective, if I could be bold enough to make
a recommendation or to put an aspiration to the panel, is that we
would like to see that the Council for M edical Schemes enforce a
detailed breakdown of the administrative and managed care cost
components and that be done at the point of both negotiations and
20

contracting, that it is not just all bundled.

Similarly the trustees of the various funds, should be in a position
where they would understand how managed care is all made up and
what the role is of each one of those components and then similarly
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what are the expected outcomes that you would want to see that
component or discipline delivered to you and al so to be aware of
any potential conflicts of interests.

Maybe to highlight this point and it would be interesting and this
comment would be supported if one looks at the various medical
schemes and the administrators to see to what extent schemes make
10

use of external independent entities where the administrator also
offers that specific service and the statistics in South Africa will
show that where the administrator offers the service in most cases,
the medical scheme will make use of the administrator, t hat it’s not
independently evaluated.

Mr Chairman the next point I specifically brought in around the
20

SEP very specifically in the sense that medicines and the pharmacy
industry is the most regulated of any one of the disciplines in South
Africa, because both SEP and the dispensing fee that pharmacists
may charge, are already regulated by the Department of Health.
The investigation or a panel has been tasked to say why is private
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health care so expensive, the SEP it doesn’t have leniency for
volumes, the SEP whether you buy one product or whether you buy
a million of the product, the SEP for that product is the same, so
there is no negotiation, there is no volume discount involved, yet
when the manufacturers deal with the public sector, they buy on a
tender cycle, where volumes play a significant role in determing
the price and the private industry also have to pay VAT, so the
10

existence of SEP versus the tender price and the inclusion of VAT
in the private sector, would definitely have an impact on the priv ate
industry being more expensive than what you would find in a public
sector.

The next point it is probably a point where I want to deal with the
Council for Medical Schemes and their role from an oversight
20

perspective, in the sense that a lot of contrac ting for managed care
and administration takes place and where the Council for Medical
Scheme wants to intervene, is always past the event which leads to
significant delays and also to significant legal costs.
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What I would like to recommend and suggest is that where big
contracts are allocated, that those ones be subjected to regulatory
review which would then not cause the severe delays in the
industry and also not cause endless legal battles, because if you
look at the Council for Medical Schemes, their legal costs run very
close to R10 million per year.

I believe that if they change their

role to a more pro -active or a validation position for major
10

contracts, it could certainly speed up decision making, create more
appropriate decision making and also s ave an immense amount of
legal expenses.

Then my last point deals with low cost benefit options. There are
currently and I’m sure the panel has heard this before, that there
are eight to ten million people that are employed with formal
20

employment, but th ey don’t have medical cover and this is as a
result of affordability or primarily rather.

We do believe that the

way that the prescribed minimum benefit regulation is structured at
the moment, it does prevent the introduction of low cost benefit
options w ithin the medical schemes environment.

It is interesting
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for us to see that employer groups can offer medical cover and that
would be under the Department of Labour, where labour unions
offer cover with specific benefits and similarly the insurance
industry, but the existence of the PMB benefit does limit the extent
to which low cost options could be made available affordably in a
medical scheme environment.
Mr Chairman that is the Mediscor presentation that I hope has met
10

with your expectations.

JUDGE NGCOBO

Thank you Mr Rademan.

My colleagues are

going to put questions to you if they have any questions just to
clarify some of the issues that you’ve raised in the course of your
presentation. Dr Bhengu, do you want to start?

20

DR BHENGU Thanks Judge, than k you very much to the Mediscor
team.

You made reference to the point that usually the contracts

from managed care and administration are sort of bundled to same
companies, for lack of a better way of asking this, but how many of
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your

schemes

have

got

adm inistration

contracts

with

sister

companies of the other 4 competitors of yours?

MR RADEMAN

Not one.

DR BHENGU Not one?

10

MR RADEMAN

No.

DR BHENGU Has this always been this way?

MR RADEMAN

99% of the cases yes.

DR BHENGU Have you lost contracts that yo u had serviced well
20

to any of those companies associated with your competition?

MR RADEMAN

Absolutely, where the administration moved to

one of those entities where they have an inhouse PMB or whether
an administrator acquired a PMB it would be very short ly after
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that, that the Mediscor contract is cancelled, so I mean we’ve seen
instances where medical schemes would move their administration
to one of the other big administrators and then all of the other
managed

care

contracts

from

independent

parties

wo uld

be

cancelled and be moved to that entity.

DR BHENGU So
10

what

more

recent

examples

can

you

give,

specific names?

MR RADEMAN

Very recently, [Mulkor] medical scheme went

to Discovery and they cancelled our contract. The same happened
with Naspers when t hey went to Discovery, then we’ve had an
instance

with

Universal

with

Tiger

Brands

where

Universal

acquired an interest or the mutual shareholders acquired an interest
20

in Medi Credit, so ja it does have a very specific consequence.

DR BHENGU You say that the bundling of services, what you are
saying in the industry, is that the pricing is such that it is difficult
to know what is being charged for what.
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MR RADEMAN

That is correct Dr Bhengu, because what we

would find is that the administrator will say wel l we charge let’s
give an example R70 for managed care services and that’s for all of
it, that includes hospital and PMB and all the various disciplines
underneath that and they are available as a bundle, they are not
available individually.
10
DR BHENGU Is it because in your view, I’m asking you to give
me an informed opinion based on your understanding of the
industry.

Is it because it’s difficult to do that, or it’s just

convenient not to break different components apart pricewise?

MR RADEMAN
20

It’s

both

a

question

of

strategy

and

convenience.
DR BHENGU In your presentation you give us a slide, I think it’s
on the basis of electronic records where it’s an advantage that you
see the client, you can see the history, what if I say maybe that’s
the argument tha t works, if all of my medical scheme clients are
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under one group that provides a complete suite of services that
facilitates my being able to service them comprehensively, what
would you say?

MR RADEMAN

Dr Bhengu it is a very important point that you

raised there, in the sense that if that argument is tabled, it would
work from the premise that we do not integrate with the admin
10

platform at all. The claim that we have adjudicated arrives on the
admin platform .3 of a second after we’ve processed it, so al though
Mediscor is there, the administrator still sees the full picture of the
member and the client virtually in the same claim channel as we do
it.

It is a split second later, so it’s not that we operate in a silo,

it’s not that we operate with informat ion delays, the very same
claim arrives on the admin platform where they could then again
20

have a comprehensive picture of the patient a split second later.

DR BHENGU Okay

how

integrated

is

the

platform

across

industry? How much relevant information of pat ients who are not
your client’s members, how much of that do you see?
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MR RADEMAN

We see none of that, we only see information

from our clients.

DR BHENGU And surely it can’t be technology doesn’t allow that,
I mean are you saying industry still operates

that whatever

statistics that you generate, are based purely on the clients?
10
MR RADEMAN

Absolutely correct Dr Bhengu.

DR BHENGU Has industry ever tried to deal with this differently?
MR RADEMAN

Certainly not at a Mediscor level, maybe at a

Council for Medical Scheme level or at a BHF level, but from the
medicine perspective as such, no it hasn’t happened.
20
DR BHENGU Okay in terms of all 3 big hospitals basically told us
that on the question of international benchmarking, they can source
medicines cheaper elsewhere other than compared to here in South
Africa, I think Life quoted India, Medi Clinic quoted Dubai, I can’t
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remember what Netcare quoted, but in terms of what you see in
statistics, I don’t know to what extent you compare to international
trends, can you confirm that?

MR RADEMAN

Dr Bhengu I think it is a very brave comment

to come from any one of the entities. One needs to take the South
African market into account and there are two factors.
10

You can’t

just deal with isolated cases to say oh I can get paracetamol
cheaper in India than what I can buy in South Africa, the various
manufacturers obviously have some market and a competitive space
that they utilise to set prices, similarly the manufacturers also have
to deal with the public space where th ey supply medicines in a
tender environment, so in the compilation of prices, one definitely
needs to take the competitive environment in South Africa into

20

account and also the Government tender cycles before you can just
make a bold statement to say well medicines are expensive in South
Africa.
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In our international endeavours, yes we do see instances where it’s
cheaper in other countries, but to try and say oh well as a general
comment, that medicines generally are more expensive in South
Africa than else where, it’s not true.

DR BHENGU It’s not true, or you just haven’t looked into it?

10

We haven’t looked in detail, but it certainly

MR RADEMAN
hasn’t

struck

us,

I

mean

we’ve

just

come

back

from

an

international, a trip to one of the countries internationall y that is
looking at our software, the medicines are multiples of what we
have in South Africa.

DR BHENGU What about the claim that the price differential
20

between an orginated drug and a generic, is much lower in South
Africa than elsewhere?
MR RADEMAN

I don’t have enough information to answer that

question and what the gap is in other countries versus the gap in
South Africa.
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DR BHENGU Okay without comparing, do you know what the gap
is here in South Africa?

MS BESTER

We recently did a comparison of th e top two

hundred generic items and if you look at that, if you look at the,
you are comparing the cost of the originator with that of the
10

average cost of the generics available, it’s roughly 45%. If you
look at the cheapest, it’s between 50% and 60% and I understand
that for example in the USA, that differential is much more, but the
comment has also been made that in our market, the originator
tends to drop its price after a while, so the originator tends to try
and compete with the generics, that’s the c omment that was made
and for that reason also, that that differential may be less, whereas

20

in the US environment for example, the originator that branded
product stays there and it keeps its price.

DR BHENGU Okay, I mean just if we were to look at the val ue
chain on the medicines side and the interactions there, what can
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you tell us regarding the agreements that funders are progressively
getting into with manufacturers?

MR RADEMAN

Certainly with the funders that we deal with,

none of those funders have to our knowledge, any relationships
with any one of the manufacturers.

It is not something where

Mediscor plays a role in it, it is not something where we supply
10

information to manufacturers on a regular basis on their behalf, or
whether we’re aware of any kickbacks or anything like that, so Dr
Bhengu, we’re certainly not aware in our client base about any one
of those ones happening.

DR BHENGU I’m not asking specifically, I’m asking industry wide, not necessarily Mediscor ones and I note you were first to
20

use the word kickback, I just wanted to know if there are any
agreements that funders strike with manufacturers with the interest
of

getting

to

understand

what

the

need

is,

what

the

final

arrangements are and obviously linking that with the emergence of
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listing of formularies based at Nappi code level as opposed to just
generic level, what can you tell us?

MR RADEMAN

Mediscor has very specifically to -date stayed

away from any formularies that are Nappi code formularies.

All

our formularies are generic act ive ingredient based formularies. For
us to sit here today and to speculate the extent and the quantum of
10

any arrangement between funders and the various manufacturers, I
don’t think it would be appropriate for me to speculate about that,
so I would really appreciate you excusing me not answering the
question, because I would just speculate and I don’t think the panel
would like to hear speculation.

DR BHENGU I accept that, but what is the reason you don’t draft
20

formularies at Nappi code level? There must be a reason you don’t
do it?

MS BESTER

There would be a number of reasons and I’m

sure maybe Christo would like to add onto what I’m saying, but
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purely

from

management

perspective

in

an

open

market

environment, if you want to ensure access to medication , then you
need to make sure that whatever you are putting on your formulary,
will most likely be available in the pharmacy where the patient
walks into, or at least the pharmacy would be able to get that
medication that the patient would get without a co -payment and
there I’m specifically referring to genericised entities, we’ve got
10

the originator and you’ve got a number of generic alternatives
available on the market and where we are setting a reference price.
In other words, for example the originator co sts R300, there are 5
or 6 generics available on the market and we pitch that reference
price for example at R100 or R150. Any of the entities below that,
will pay in full, anyone above that, will pay the difference.

So

from our perspective, I think that ’s the one over -riding factor, it’s
20

to ensure that when a patient goes into the pharmacy, he will at
least have a fair chance of having that entity on the shelf in that
specific pharmacy.
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DR BHENGU Okay, put another way, if you do it on the basis of
Nappi, you increase the chance that the prescribed product won’t be
available?

MS BESTER

Maybe if I can add one comment to that, that is

doable, but then you would need to have a closed network, you
would have to have a patient base that has access to that ne twork
10

and you would need to have an arrangement with that network to
ensure that whatever you are saying should be funded or listed on
the formulary, is available on the shelf.

DR BHENGU Ja but what I’m saying is once you do it at Nappi
level, everything else being equal, there is a slightly higher chance
of someone arriving at a pharmacy and there is a generic equivalent
20

but not the one that is specified in the formulary.

MR RADEMAN

That is absolutely correct.
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DR BHENGU What about the price?

Is there a chance that this

arrangement means not the cheapest generic is dispensed?

MR RADEMAN

Dr Bhengu certainly the chance is always there

for the cheapest generic not to be dispensed.

Because the

pharmacies are in business, they are traders if one may call it that,
they would obviously want to optimise their income to the largest
10

extent possible, so if they do have a generic where they could earn
maybe a higher dispensing fee, then the chances are there that they
would give a more expensive generic.

For that reason, we are very sensitive about the dispensing fee that
we

reimburse

the

pharmacists

and

specifically

the

current

dispensing fee has a break at around R100, if I can give an
20

example, pharmacies would be paid 30% of the cost of the product
up to a maximum of R30 and that R30 would then kick in at the
R100 SEP level.
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Now where we are in our client base, is that the average generic is
very close to that R100, so we are sensitive to see that should the
average generic move beyond the R100, we will adjust t hat tipping
point on where the percentage or the ceiling value comes in,
because we don’t want to have a situation where the pharmacist can
give a cheaper generic and then not give it, because the financial
rewards work against them.
10
DR BHENGU Are there any advantages that I may not be aware of
drafting formularies at Nappi level?

MR RADEMAN

Again if you talk to fifty people, you will get

fifty speculations about that. The fact that there are organisations
like Discovery who have invested in a courier ph armacy structure
20

and similarly Medscheme have invested in a courier pharmacy
structure, it does point to a situation where they believe that there
would be some financial or business benefit to making that sort of
investment. It is not something that is a pplicable in the Mediscor
environments, but again, I can’t comment about that.
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DR BHENGU Is there a potential reason for worry if I’m the
administrator of scheme A, as administrator I draft the formulary
and I draft it at Nappi level and through my group, I own the
distribution chain which means there is a potential link between
what I put on my formulary and what the pharmacy stocks, is that
possible?
10
MR RADEMAN

It certainly is possible.

DR BHENGU Does it open up, concerns from a competition
perspective?

MR RADEMAN
20

It certainly could raise concerns because as

much as there could be a reward structure attached to that, if the
medical scheme is objective and independent, the medical scheme
will need to ensure themselves that all of the products that are on
the formulary are economical and efficient products and that it’s
not just because the way that the administrator designed the benefit

Health Market Inquiry

Page 255

4th May 2016

___________________________________________________________________

package and that they’ve bought into to, but they would need to
have a look at it at a Nappi level and add an active i ngredient, not
at a Nappi level,at a generic level on whether they’re getting value
for their money.

DR BHENGU I think that’s a very good point because look if the
concern that I raised, that are the potential conflicts, is sort of
10

netted off by a benefit that ultimately gets to the member, then
maybe a case can be made, but I suppose what becomes important,
is that what happens to those financial agreements? Do they reach
the scheme, or do they end elsewhere other than the medical
scheme? Is that a reason able question to pose?

MR RADEMAN
20

It certainly is a reasonable question to pose.

How it actually happens in those environments, I can’t comment, I
really can’t comment, I am not exposed to that.

DR BHENGU Now let us come to the maintenance of price file s,
can you give us a breakdown of how it works, broad strokes, which
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products are listed, who do you distribute those prices to and what
happens with that information?

Why are the price files important

and the weaknesses in that system?

MR RADEMAN

The price file is extremely important, because

it is part of setting standards in the country to know that thirty
Panado tablets have a specific price irrespective of where you go.
10

If you don’t have these sort of standards and we’ve certainly seen
that in other countries, it really causes havoc to funding structures
and the ability to budget and to set premiums.

So for an

organisation in South Africa, Medi Credit maintains and distributes
the Nappi codes and they have that responsibility and so any new
product that is listed in the South African market, needs to be
registered with Medi Credit and get a Nappi code.
20
As far as the pricing of the products is concerned, one would then
need to attach a specific price as directed from the Department of
Health on the S EP and the scheduled products.
the Department

of

Health releases

The moment that

that product,

the various
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organisations like ourselves would then update the price of that
Nappi code based on what is distributed or regulated from the
Department of Health.

Where the products are not regulated, as I said syringes and so
forth, there we would work with industry standards and working
with wholesalers and distributors and so forth to set a price for
10

those.
DR BHENGU Why is important that everyone in the value chain
understands exactly how much the Panado or syringe costs?

I

assume that’s the whole point of standardising and publishing it the
moment it’s released.

MR RADEMAN
20

It is very important, because if you want to

move to an environment where you know tha t you are giving your
members a pocket fair experience and that you fund the benefits for
whatever that condition is, whether it be HIV and so forth, unless
you have a standard for that product and you know what the cost of
that product is, you are placed in a position where you would
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otherwise not know, whether your benefit would cover the cost of
that medication to treat that condition, so it really is important.
If I could maybe ask if Madelein wants to add to that?

MS NGULUBE I think or we think it’s i mportant because price files
also need to be loaded in the practice management software which
are used in the two thousand eight hundred pharmacies and
10

whatever medication is being dispensed whether in hospital or in a
pharmacy the SEP needs to be standard ised, so your price files
within the industry, are very important and it also makes it easier
to make sure that the correct price is being applied throughout the
value chain and also making it easier to actually measure that
regulatory compliance because S EP is enforced by legislation and
regulation.

20
DR BHENGU But are there any weaknesses that sort of circumvent
that, meaning that the price that’s listed is necessarily the price at
which the product is acquired?
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MS NGULUBE I guess there could be a margin of error, but very
minimal because the prices are actually sourced from DOH, but in
our experience, nothing of that nature has yet come up. What does
occur, is sometimes lags in terms of the updates of practice
management software and within our validatio n, or adjudication
processes, we are able to pick up on those discrepancies and
actually follow it up with the pharmacy or the practice management
10

system.

DR BHENGU Okay for now that is all Judge thank you very much.

PROF FONN

My questions are sort of s imilar because I

think if I understand the way Dr Bhengu asked the questions, I
might be asking the same thing, but I still want to ask them. As I
20

understand it, if I’m a scheme, I will cede all my responsibility in
relation to drugs to you, I hand it ove r and you are going to
actually do it for me, so all I do, is I make my rules and then I give
you the rules and then you do everything else, I stop worrying
about that, is that correct?
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MR RADEMAN

It’s probably, it is partially correct. We do not

have decision making authority other than on the protocols and the
reference pricing that is owned by Mediscor. The medical scheme
still has final jurisdiction on the rules that they implement for their
members, so what would happen is the scheme would, through
consultation with us, design the rules, we would then go through
10

quite an intense interrogation process and going down to specific
products, specific rules and I’m again just giving the example to
say well we will apply a rule on your top 3 options where y ou can
only get one asthma pump a month or two pumps a month or sixty
analgeasic’s a month or those sort of things.

Each one of those specific rules are signed off by the medical
20

scheme before we start implementing them into the system, so as
much as th e scheme doesn’t give us the responsibility, it is correct,
we have that responsibility to then apply all of those rules and then
we report on the application of those rules on a monthly basis back
to the scheme, but they do sign off each and everything th at we do.
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PROF FONN

I understand that and then in relation to for

example, drug choice within a range, so whatever, an equivalent,
does the scheme worry about that, or do you worry about that?

MR RADEMAN

If it is within a generic grouping, that would be

Mediscor’s responsibility to set the price for that generic grouping,
10

it is our responsibility to do that and obviously that whole drive on
our side, is to reduce the cost of that generic group and similarly to
ensure that competition amongst the generic manufacturers are
stimulated and we have certainly seen that happening during the
course of our studies on a year to year basis, is that the moment
that we reduce the cost of a generic, or a generic class, the
manufacturers follow and they reduce their pri ces to fall in with

20

that.

So within a generic class, we have significant influence on

that.

PROF FONN

So if I was either a trustee or the principal

officer or the member of a scheme, I could come to you and you
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could produce evidence to me to show me th at you are bringing
down the costs.

I mean I could come to you and say I want to

charge my members less, or I’m a scheme member and I want to
pay less, what have you done to allow me to bring down the costs
and you could show me that?

MR RADEMAN
10

It’s absolutely correct and if the people at the

computer system could maybe just connect to the slide, then I
would really appreciate it if we could go back to the same slide as
what I am on, where it shows our results, if you could just go back
to the slide that details our results, it is probably the 4 t h or 6 t h last
slide.

PROF FONN

I think it’s 23 if that helps you.

MR RADEMAN

If one looks at the heading that says reference

20

price that is exactly that point, where the value of the generic
reference pricing th at we have applied, that is the sum of all of our
clients, in 2012 the value was R101 million and then in 2015, the
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value was R112 million, so on a line item basis, we could prove
results and show that to the clients where we’ve had an impact on
the generi c, so that is the accumulation that we’ve demonstrated
there for you.

10

PROF FONN

And do schemes ask you for this?

MR RADEMAN

We supply them with the information and we

report that to the trustees when we meet with them absolutely.
PROF FONN

Is

it

your

s ense

that

the

trustees

or

the

principal officers are appropriately interested in this information?
Do they understand that information?

MR RADEMAN
20

Absolutely yes, both during the design cycle

and in the reporting cycle, very much so.

PROF FONN

And this is part of your concern around the

bundling, because if it’s bundled, you are unclear how they would
necessarily get that level of detail?
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MR RADEMAN

Correct.

PROF FONN

Okay, so if it came to bundling, I mean I

realise that you are in the drug supply m anagement side, but what
would be helpful to us I suppose, is if someone said to us, you
suggest CMS for example should have oversight over managed care
10

contracts, what would be useful to us, is a document, a short one,
which said if you were going to do t his, these are the output
indicators that everyone should be interested in, for example, in
your submission, you suggest the training of trustees is very
important and so what would be useful, is to say and this is what
trustees should be competent in.
So you clearly have that for drugs. If you have it beyond for drugs,

20

could we ask you to give that to us please?

MR RADEMAN

Sure.
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PROF FONN
saying

the

And then I wanted to understand, you were
following,

that

you

gave

the

example

of

both

Medscheme and Discovery having a courier pharmacy investment
and you said this could be pro or anti competitive and it depended
on whether they were getting the cheapest the best and whether
they were passing it on, again for that, could you imagine what
indicators one w ould want to have reported to know if it was pro or
10

anti competitive and could you provide us with that?

MR RADEMAN

We could certainly have a discussion amongst

the team members and then compile something for you sure.

PROF FONN

And then I know that you ’re not involved, well

I assume you’re not involved in consumables, you’re only involved
20

with drugs, or you are involved with consumables as well?

MR RADEMAN

To the extent that a consumable is dispensed at

a pharmacy, we would adjudicate that claim as wel l and if it’s paid
from the medicine benefit, we would be involved in that as well.
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PROF FONN

Okay so then the syringe story is relevant to

you.

10

MR RADEMAN

Ja.

PROF FONN

You say we talk to distributors and suppliers?

What do you talk about? How do y ou come up then with a price?

MR RADEMAN

The reference pricing is not applicable in the

non-medicine environment, it is only applicable in a medicine
environment, so we would engage the various distributors and the
wholesalers on at what price they’ve acq uired the products and they
would give us their list price and we would then implement and
20

apply those list prices to the claims.

PROF FONN

So I mean for me, they give you a list price, I

mean I could then say okay, I’m bringing in some syringes and I
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print out a list price and it bears no relationship to my actual costs,
I could make something up, so how do you know that they’re not?

It’s certainly a valid point, they could supply

MR RADEMAN

us with a price that is vastly exaggerated or overstated. The re we
would

purely

rely

on

market

forces

to

make

sure

that

the

pharmacies purchase appropriately and that the competition in the
10

syringe space, would attend to that, but certainly we don’t
reference price or go through a validation cycle on syringes or
anything like that.

The surgicals are a very small component,

although there are hundreds of thousands of Nappi codes for those
surgical items, it is not a big cost element in the Mediscor world.

PROF FONN
20

We’ve heard and in fact there’s been cases

before the Tribunal of there being more than one price file. Is that
possible?

MR RADEMAN

Certainly there is more than one price file.

Each one of the big administrators or PMB’s maintain their own
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price file, so you would find that for the SEP, the prices wou ld be
other than the lag that Rufaro was talking about, they would be
absolutely identical and for the non medicine Nappi codes, there
would be differences between the various entities, so the Mediscor
price file, the Medi Credit price file, the Medscheme file or the
Discovery price file for surgical products, they could be different
for sure.
10
PROF FONN

So the cost of something is a product of the

actual cost plus whatever muscle one can apply, would that be
appropriate?

20

MR RADEMAN

Are you referring to t he surgical space?

PROF FONN

Yes.

MR RADEMAN

Ja.
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PROF FONN

If I was a trustee or a member of a scheme, as

a member of a scheme, I’m actually entitled to whatever the
trustees get, so let’s say I’m a scheme member and I wanted to
know that my scheme wa s doing the best by me, what sort of
information should I want?

MR RADEMAN
10

It’s a long loaded question.

I think the most

important or the two most important elements is that there be no
conflict of interest in the various decision making and that there i s
sufficient market knowledge and muscle to do the best for its
members.

To get into the individual competencies, one can break

those two elements up into quite a few categories, but if you are
dealing with an entity that understands the market and has ma rket
muscle and that entity has no conflict of interest, as a trustee, you
20

would probably have 95% comfort.

PROF FONN
dental

practitioners

Okay we had a presentation I think from the
where

basically

what

they

said

in

their

presentation, was that the mana ged care components were a method
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for syphoning off money from the scheme to the administrator and
they went further to suggest that in order to avoid the conflict of
interest, that this administrator used that one’s managed care and
that administrator use d this one’s managed care. Is this something
you think we should pursue?

Does it sound feasible, likely,

possible?

10

MR RADEMAN

I wouldn’t necessarily support that view. I

think that objectivity is important, but to actually be in a space
where you outsour ce to competitors in the market, it will bring a
different layer of potential complexity. Schemes are generally very
sensitive

about

their

member

information

and

their

claims

experience about those members, each one of the medical scheme
protects the memb er information with their lives and to enforce
20

something where the service model goes to a situation where the
information
administrator

is

shared

makes

the

between
most

competitors,

amount

of

money

because
out

of

the
the

administration part, I think will create a certain level of sensitivity
and conflict in the market.
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PROF FONN

Is there any possibility that an administrator

can increase their income through the managed care component that
may or may not deliver value to the scheme?

MR RADEMAN

Absolutel y it is a defined category, what is

done under it and what is charged for it, is up to the administrator
10

to motivate, it is not necessarily always tested and checked.

PROF FONN

I just wanted to check in the lag story, you say

you follow up on it and then what happens?

There are two

consequences, they pay too much, they pay too little, so there is
some money going the wrong way, what do you do and how easy is
it to do that?
20
MR RADEMAN

There is no correction that takes place, we just

enforce that a correc tion takes place as soon as possible.

In the

pharmacy environment, there are effectively 7 software vendors or
software houses that maintain pharmacy software and they update
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the prices of the various pharmacies in the country so those 7
software vendors would then distribute the price updates to the
pharmacies overnight or if it’s urgent, during the course of the day,
but it maybe that a pharmacist may have a locum working over a
weekend or on a Monday evening and they forget to load the price
file that was distributed. It really is a small thing and it’s only
applicable rarely on the odd occasion, but if we never ask the
10

pharmacy to re-submit the price and to reverse the claim and to re submit it or anything like that, they just have to correct their pric e
file.

20

PROF FONN

Okay thanks.

DR NKONKI

Thank you for your presentation, my first

question is you presented us with the overview of your company
and then when you were going through that slide, you mentioned
that in terms of independent managed care o rganisations, you are
one of the largest and that you have forty clients, but in terms of
number of lives covered, you are not the largest, so what I’d like to
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know is who are your other competitors in terms of independent
managed care companies and how bi g are they compared to you?

MR RADEMAN

Mediscor is the only PMB that are not aligned

to another administrator, whether it be directly or indirectly.

The

largest or the two larger ones are definitely Medi Credit and
Discovery.
10

Medi Credit manages GEMS an d they would therefore

be bigger than us and Discovery has an inhouse PMB and they
manage the Discovery medical scheme and they are larger than us
as well.

DR NKONKI

Then my follow-up question is then on one of

your slides on recommendations, I think you r first recommendation
under CMS, is that the regulatory framework should include the
20

advanced right to review tender allocations, so I’m just wondering
could you explain to us what is the tender process and how do you
apply for these tenders given the bun dling issue that you have
explained that administrators would offer to services and you
would be offering one component, so how do you then apply?
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MR RADEMAN
just asked.

It is quite an important question that you have

Where the medical scheme puts out a tender for

managed care services that are bundled, Mediscor would not tender
and we wouldn’t have an opportunity to participate in that because
they have bundled the services.

The only entities that could then

participate in the tender would be other admi nistrators that also
10

bundle the services.

There have been some instances where some of the individual
managed care companies got together and we created a bundle of
independent parties, but it is quite a complex process to go
through. I would say by and large, the independent entities would

20

not participate in the bundled tenders.

To share a bit more

information

the

about

tender

processes

environment, they are very different.

in

medical

scheme

I mean some of the tenders

are very comprehensive and detaile d tenders where third parties are
used during the tender processes.

I don’t necessarily agree with

third party tender cycles, but that’s a personal view that I have.
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Some of the tenders are very detailed and comprehensive and other
tenders are as quick a nd simple as requesting 3 or 4 parties to
submit a proposal, so to generalise and to say that tenders are long
drawn out complex intense processes it’s not always like that.
They don’t always specify the various components, sometimes they
are bundled some times they are not bundled. I don’t know whether
10

that answers your question.

DR NKONKI

It does, so in terms of your recommendation

that the CMS should review the tender processes, do you think that
the tender processe should be standardised or are you h appy with
the variation that exists currently?

20

MR RADEMAN

I am perfectly happy that the trustees be given

enough, leniency, to do a tender cycle and a tender process the way
that they want to run it.

I think and this is exactly where my

sensitivity on th e matter comes out, is where organisations or
appointments

are

made,

sometimes

some

of

the

players

or
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organisations like ourselves in the industry, have been, we’ve
raised our eyebrows to say how did this happen. Nobody goes to a
certain supplier for 8 yea rs and then suddenly they win this tender
and they say well how did this happen, no one has even gone there
in 8 years and now suddenly there is a tender awarded to them.
Similarly, you have instances where the Council for Medical
Schemes would raise quest ions about tenders that were allocated
10

and appointments that were made but then it is two years after the
event and then they need to go through legal processes and try to
unravel things.

I just think on the big penders, it would be quite

important for th e council to just be pre -informed on the decisions
that were taken.

DR NKONKI
20

posed

by

Dr

Okay.
Bhengu

In your response I think to a question
if

you

have

lost

clients

to

bigger

administrations with bundled services, you said yes, so I would like
to know if the reversed has ever happened that a medical scheme
would switch leaving their administrator to contract you for
managed care services?

Health Market Inquiry

Page 277

4th May 2016

___________________________________________________________________

MR RADEMAN

We have in very rare instances, had a situation

where a medical scheme appointed Mediscor to deliver PMB
services where the administrator also offers that situation.

There

aren’t any of them at the moment amongst our client base. It is a
very rare instance, so we have, let me rather put it this way, we
have two small clients that are with an administrato r that are
10

aligned with another PMB, but that is a rare situation.

DR NKONKI

Just to complete the questions on the CMS, so

on that same slide, you mentioned disagreements. I would just like
to know if you have any personal experience with having had
disagreements in your contracts or any issues regarding any
interactions with the CMS?
20
MR RADEMAN

Mediscor is an accredited managed company

and we are subjected to the accreditation cycle every 2 years. Our
current accreditation runs to November this year, s o the council
does come to our premises and they subject us to quite a
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comprehensive review and the council spends a team there and they
spend 2 weeks at Mediscor where they go through all our contracts,
they review every contract, they review our protocol s, they review
a lot of things during the visit.

DR NKONKI

Okay thank you, then my next set of questions

is on one of your slides, you mentioned that medical schemes use
10

different formularies and you also mentioned that these are
evidence based.

Much ha s been said by various stakeholders on

questioning the evidence based behind the formularies, so I would
like to get your view on that?

MS BESTER

In designing of formularies and also taking

into consideration that most of these formularies have been runn ing
20

for more than 10 years in our environment and they have evolved
over the years and I think they have stood the test of time, but there
are also new medicines coming onto the market and especially your
speciality and your high cost medicines and there d efinitely it plays
a big role in determining how one will be funding those medicines,
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whether they are even added to a formulary or not, or whether it’s a
product that will simply be managed by exception and the decision
made around that.

Just to put the process a bit into perspective, I think Christo
mentioned that we have a pharmacy and therapeutics committee,
which consists of internal clinical staff and we’ve basically got a
10

structure where we have got a main committee and then we have a
clinical task team and a technical task team and the function of
these 2 teams is to do on the one side, the clinical evaluation and
on the other side, the implementation of whatever decision is made
at the main meeting, so at the main meeting we would put together
all the evidence and the recommendations, both from a clinical and
a financial and where we feel this product fits in considering these

20

different levels of formularies, so we may have a recommendation
that on your very entry level medical scheme option with a lower
contribution, this product is maybe not relevant to be funded or it
should be funded under these and these circumstances whereas on
the high end, this is the recommendation around funding.
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So yes, all of those things are definitely taken into conside ration.

DR NKONKI

So you would then expect that across a similar

option on different medical schemes, you would have similar if not
the same formulary used, because all medical schemes have a
similar interest which is to serve their members in terms of t he
quality of care and costs, so why then is there such variation?
10
MS BESTER

I

think

the

variation

simply

stems

from

consumers that want to buy different kinds of products and the
affordability to the consumer may differ buying an entry level
option wher e you have hospital cover and potentially only PMB
cover to a very comprehensive option where you’ve got all the bells
and whistles, where you’ve got full dental benefits and all these
20

other things and there’s a distinct difference in the contribution
that you would pay on the bottom option and on the more
comprehensive option and in line with that, we’ve designed these
formularies, so typically the basis of it all, is around the CDL, the
chronic disease list conditions, where the algorythms are in place
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and there is a very specific guideline around what the minimum
benefit should be, so the first step there from our perspective, is to
ensure that we comply with that requirement and that the minimum
benefit is there.

From there onwards, we would be adding m ore richness to this
formulary until we get to the highest level, so I can ensure that that
10

entry level option get’s what is entitled with regards to the
prescribed minimum benefits.

DR NKONKI

Across all medical schemes and then I think

my last question which is on the PMB’s, you showed a slide on
business intelligence and that you do industry comparisons and
profiling, so I would like to get your view on what has been the
20

impact

of

the

introduction

of

PMB’s

on

managing

chronic

conditions?

MS BESTER

It definitely has an impact. At the moment, the

PMB cost that we report and remember that’s medicine based and it
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is mainly around the chronic conditions, the chronic disease list
and a few other PMB conditions where medicine therapy is
relevant, is around 3 3%/34% of the total medicine expenditure, so
it does make a significant portion.

Initially when the CDL’s were introduced, we did impact analysis
and remember at that stage, you didn’t have a diagnosis, so you did
10

a proxy diagnosis based on the medication that was used and at that
stage,

we

estimated

that

about

80%

of

the

current

chronic

expenditure at that stage, was for CDL conditions.

What we also see and we will be happy to share those numbers with
you, the increase in that percentage of the overall m edicine
expenditure, has gradually increased over the years.
20

The last 2

years, we have seen it sort of stabilising at 33%/34%, but we have
seen an increase since inception.
DR NKONKI

So you’ve answered in terms of expenditure,

but in terms of outcomes, i n terms of quality outcomes?
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MS BESTER

There

we

are

working

in

the

medicine

environment and ultimately the outcome is something that we need
to measure especially on the hospitalisation side and that is where
you need to sit with your client and with the scheme and look at
these specific numbers and look at the outcomes and look at how it
differed 5 years back from now.

10

Also when you looking at chronic conditions, we are looking at a
long term view and one may not necessarily already have sufficient
outcomes to measure for your existing patient pool, but that it’s
something that’s relevant and I think that industry needs to pay a
bit more attention to I think is true.

CMS is in the process of

where they do have an initiative with the [inaudible] commit tees
where they are gradually creating these kinds of outcome measures
20

that could be an industry standard.

PROF FONN

It seems that one possible process measure that

you could contribute to, is compliance, so you could generate that
information couldn’t y ou?
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MS BESTER

Correct.

PROF FONN

In

theory,

if

someone

is

on

their

anti

hypertensives, there is a hope that they are avoiding other potential
negative outcomes, so do you have that data? Is it possible to get
that?

10

MS BESTER

Yes.

PROF FONN

Could you give that to us?

MR RADEMAN

Per condition?

PROF FONN

Ja.

MR RADEMAN

We can certainly let you have that.

PROF FONN

If you went with hypertension and diabetes?

20
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MR RADEMAN

Ja.

We certainly track and report compliance

to our clients on a monthly basi s and then generally the clients
would have a disease management team that would follow up with
the patients that don’t comply and so the extent to which the
patients comply and in fact, it is very interesting how diverse and
different the compliance betwe en the various conditions are.

We

will supply that to you.
10
DR NKONKI

Thank you that was my last question.

DR VAN GENT

I would like to try and understand the market a

bit better, you have been speaking about the market, you have been
talking about you a re the only independent PMB in the market and
your next competitors, you know who your competitors are. Your
20

next competitor is Medi Credit?

MR RADEMAN

As far as Medi Credit is concerned there is a

shared shareholding between the owners of Universal and the
owners of Medi Credit.
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DR VAN GENT
administrators

And the Discovery of course.
Medscheme

and

Metropolitan

also

Do the other
have

their

integrated MCO facility?

MR RADEMAN

Medscheme has an integrated managed care

service that they do, which includes the PMB.
10

Metropolitan still

has a relatively small component of a PMB function that they have
from the time that they lost Polmed and GEMS at the beginning of
this year, that component of their business has scaled down
dramatically.

DR VAN GENT

If I look at the MCO world, the world of

managed care organisations, I see sort of the generic function that
20

every possible healthcare related costs is being managed, could be
managed and I sort of tend to think of you as a specialised player in
that field. Are th ere more specialised players in medical fields?
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MR RADEMAN

Very

much

so,

there

are

specialist

organisations in the hospital environment, there are specialist
organisations in the radiology, in the pathology, in the dentistry, in
the

optometry,

so

in

vario us

disciplines,

there

are

some

independent specialised organisations in each one of them.

DR VAN GENT
10

So we have specialised ones which are the

majority and we have the generic ones that offer all these
specialisations in different parts of their office?

20

MR RADEMAN

Ja.

DR VAN GENT

All right that is interesting.

MR RADEMAN

Sorry could I maybe just elaborate a little bit

on that and what you will find, is that the biggest market share is
held by the bundled organisations, the Discovery, Medscheme and
Metropolitan.
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DR VAN GENT

How much?

MR RADEMAN

Definitely more than 60%.

DR VAN GENT

And

that

would

also

apply

to

other

specialisations?

10

MR RADEMAN

Ja very much.

DR VAN GENT

Thank you very much now I understand that a

bit better.

I would like to go int o the question, you talked about

bundling and you sort of alluded or suggested that the way for
example

one

of

the

big

competitors

behave,

they

have

an

administration function and they have an MCO function, they
20

contract a new closed scheme or a restricted scheme, may be your
client and a couple of months later you find out that the client also
in

terms

of

it’s

pharmacy

benefit

management,

switches

to

Discovery. Is it possible for you, is it in your experience, do you
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think it is possible for a closed sche me to enter in a contract with
Discovery without making use of its MCO functions?

MR RADEMAN

There are examples where both Discovery and

Medscheme and their clients make use of external organisations, so
it is not a situation where it is 100% or nothing.

10

DR VAN GENT

It’s a forced situation?

MR RADEMAN

Yes it is not enforced to the extent that it is a

100% applied, it comes down to a level of the way that it is sold
and the extent to which there is a value proposition or a package
that is offered, but t here are certainly examples of some of the
clients in both Discovery and Mescheme and Metropolitan where
20

they do make use of independent third parties. It is in the minority,
but it is definitely there.

DR VAN GENT

Right so it is possible?
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MR RADEMAN

It is.

DR VAN GENT

Is it possible and you talked about the way that

the contract is not very clear and transparent and that is one of your
suggestions, to make these contracts more clear in terms of what is
being paid for or what is being tendered. I under stand that, but is
it possible do you think, your suggestion was more or less there is
10

cross subsidisation going on, the schemes and trustees are not
really, are not well placed to make a precise call on what is being
offered, so that could be improved upo n.

Do you have examples?

Do you have firm examples of cross subsidisation between the
administrative function and the MCO function in the contract?

MR RADEMAN
20

I don’t see any one of those contracts, so it is

something where there are rumours and there ar e comments, but I
don’t want to list specific examples where I haven’t had direct
exposure to the extent that it has happened.

DR VAN GENT

It is more your gut feeling?
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MR RADEMAN

Yes and also from the example that I have

shown on the way that the medical schemes report their expenditure
and the way that the tenders are issued, so one looks at the content
of the tender and what is asked for in the tender and then one can
apply a certain level of judgement to say to what extent is there
sufficient understan ding, to what extent do the trustees believe and
10

it could be out of a lack of information or ignorance that a bundled
service is the way to go, so by looking at the ways that the tenders
are written, by looking at the way the reports are done and the
contracts are done, it is from that basis that I am making that
comment.

DR VAN GENT
20

Could it be the way to go in the sense that

could there be economies of scope that play a role in a bundled
MCO function or maybe even broader in a bundled MCO and
administration function? You explained to us that your IT and your
intellectual property, so then you know how, but also your IT
investment is quite a chunk in your total asset value I think. What
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would you think that the IT investment and your investment in
systems represents of your total asset value, including buildings?

MR RADEMAN

The IT is a huge thing, we haven’t seen any

new PMB entering the market over the past I would say ten or
twelve years, both the ability to put the IP together and the IT
together, it is a really big thing. It would certainly be in the region
10

of about R50 million to get going and then you need a client base
to support that and the breakeven levels are quite significant,
because the entry barriers are huge. The margins that we work on
are just so small that you really need a significant client base to be
able to fund that.

DR VAN GENT
20

So you say it is quite hard for a new player to

get into the market both in terms of IP and IT investments and in
[inaudible] that you have to gradually build up and it’s enormous
[inaudible] right I understand.

How hard would it be for one of

your other, the other specialised MCO’s they have IT in place and
so they have to invest a lot in IT and in IP and also investing in
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getting all there is to know ab out schemes’ clients, so they have a
sort of an advantage in entering your market. How hard would it be
for a colleague?

MR RADEMAN

I

don’t

think

the

situation

is

that

much

different between them and a new entrant and I am specifically
making the comment in the pharmacy environment, the majority of
10

the work that we do, is medicine specific and also, we operate in
real time where we do high volumes of claims on a day to day
basis. If you look at the other disciplines whether it be hospitals or
radiology or pathology or dentistry, very rarely would you find a
real time claims processing environment in any one of those
disciplines, so although they may have IT, to develop systems that
would apply the level of clinical rules and to convert databases and

20

customise databases to what is applicable in the medicine space, it
will still take significant investment and time.

DR VAN GENT

I understand.
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MR RADEMAN

So there could be a saving if they have a large

footprint of clients that they could possibly convince to move and
they would then also have to deal with the competitive environment
of saying okay, how do I motivate, because if they go in with a
price it is going to make their breakeven point lower and also then
they would need more volumes, so it is certainl y a difficult market
to enter, whether it be from an administrator point or another
10

managed care organisation and we have been here for twenty six
years and every year, we have seen the margins squeezed.

DR VAN GENT

The

margins

squeezed

and

also

your

competitors come up but you don’t expect now that the market in
terms of competitors is saturated, you don’t see any competitors
coming in anymore, only getting out?
20
MR RADEMAN

I don’t think any one of the players will get

out, I think the people that are her e at the moment, are going to be
here for many more years. I don’t think anybody is going to leave
the market unless something strange happens with clients moving
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or clients being taken over or moving administration, but I think
the 4 bigger PMB’s that are here at the moment, are here primarily
to stay.
DR VAN GENT

Right so we have a sort of a funny mind game

in anti [inaudible] where I do this mindgame with you, but I do
think I know already the answer and that is you and your 3 or 4
competitors form a pr ice cartel, you raise prices with 10% and they
10

fire you because you object to that, so you are out Mr Rademan and
now the question is could you with all your knowledge of the
industry within a year, set up a new company that will be viable
under this umbre lla of 10% price rise?

I think it’s a puzzle but

think about, is it possible?

MR RADEMAN
20

I don’t know specifically how to answer the

question, I do know that the competition between the organisations
are alive and very well. We all participate in tender s and we all try
our best to gain market share, so it’s a very alive competition
between the 4 players.
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DR VAN GENT

It’s a hypothetical situation, of course it wil

never take place in reality.

MR RADEMAN

And it’s illegal.

DR VAN GENT

But is it possible to set up a new company in a

year’s time with your know -how?
10

MR RADEMAN

It is.

DR VAN GENT

It’s possible?

MR RADEMAN

It is.

DR VAN GENT

And then the client base?

MR RADEMAN

If you ask me whether we can clone Mediscor

20

and call it Mediscor B and have dif ferent directors and approach
the market, we would have to make our systems and service and
things available to them, it is possible.
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DR VAN GENT

Okay thank you very much. One last question,

so these administrators have developed managed care function and
they manage sometimes to, they do manage to compete because of
course they have the majority of the market.

MR RADEMAN

They do.

DR VAN GENT

Right

10
and

there

could

be

some

cross

subsidisation going on, but there could also be some real economies
going on.

Can you go into that subject, if you were to now, can

you tell me what sort of ecomies scope I should think if I think in
that direction?

20

MR RADEMAN

In any one of the,for the administrator to cope,

you would definitely need a large client base, you need to have
sufficient income streams to invest in clinical competence, you
need enough volumes and income to invest in IT structures and to
attract very good staff.

So to compete on systems at the product,

Health Market Inquiry

Page 298

4th May 2016

___________________________________________________________________

definitely economies are key to the thing.

At the end of the day,

you have a consumer out there that wants as much as possible from
his medical scheme or his health insurance and he wants to pay as
little as possible, because any health purchase is essentially a
grudge purchase, so yes we do want it, but we also want to know
that it is comprehensive and we also want to know that it’s
reasonably priced.
10
So every little bit that whether it be us or the administrator that
adds to that healthcare Rand, makes the premium that the medical
scheme charge at the end of the day, makes it more expensive, so
the consumers also vote with their feet, so the extent to which the
consumers would then buy medical schemes that are economical
and so forth, that puts pressure on everybody in the supply chain,
20

whether it’s administration or us, to make sure that we remain
competitive, that we invest in proper IT systems, that we invest in
proper clinical competence to make the right decisions and so forth,
so the pressure from the consumers and the broker market, it puts
pressure on the whole chain.
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DR VAN GENT

I do understand that, but what I meant to ask

you, is it possible that per claim that so you deal with a hundred
thousand to a hundred and fifty thousand claims per day at a certain
cost on average. Is it possible that you put your practice in the
Discovery organisation and the cost per claim dealt with, would be
lower in that organisation because you can share investments with a
10

larger organisation?

MR RADEMAN

It certainly is, that there are some of the items

in our cost structure, that is a direct cost that goes with the
volumes and there are other items that are fixed costs, whether it be
buildings or staff.

The bigger organisations do have a lower cost

structure per unit and so for the PMB’s to be competitive, you n eed
20

quite a significant breakeven point and it is real, that Discovery has
a large footprint and they have large volumes and they can deliver
it at a good price, it’s true and the same with Medi Credit where
they have GEMS and so forth, we don’t have too b ig clients, but
we’ve got quite a significant footprint amongst a list of other
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clients so between the 3 of us, I think our cost basis, I would be
surprised if the cost basis between the 3 of us, are that significantly
different and we also see it with the extent which the competitors
and the pricing beteen the 3 larger organisations come out with. I
was going to add Medscheme, they also have a fairly large
footprint, but between the 4 of us, I mean when we go into the
tender cycles and so forth, the pricin g is not that vastly different.
10
DR VAN GENT

Thank you very much.

JUDGE NGCOBO

When you say between the 4 of us, who are the

other 3?

MR RADEMAN
20

We have Medi Credit, we have Discovery and

we have Medscheme and then the portion of Metropolitan that is
smaller that is still left in CapeTown, they are not at the volumes
where Mediscor and the other 3 are.

JUDGE NGCOBO

So is it Medscheme?
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10

MR RADEMAN

Yes.

JUDGE NGCOBO

And then the other one is Discovery?

MR RADEMAN

Yes.

JUDGE NGCOBO

And the other one?

MR RADEMAN

Medi Credit.

JUDGE NGCOBO

Medi Credit?

MR RADEMAN

Yes.

JUDGE NGCOBO

And?

MR RADEMAN

Metropolitan has a function.

20
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JUDGE NGCOBO

Okay now when you entered this industry

twenty seven years ago, how many of you were there?

MR RADEMAN
Medi Credit.

There were effectively 2 of us, it was us and
Medi Credit originated from the Pharmaceutical

Society of South Africa.

It used to be a company called PSSA

Contracts, so it originates from the Pharmaceutical Society, there
10

were just 2 of us.

JUDGE NGCOBO

Since then, you appear to be one of the two

that have survived outside of the medical schemes over the years?

MR RADEMAN

We certainly have survived.

also acquired by administrators.
20

The PMB’s were

The PMB that Discovery runs

used to be an independent PMB that they acquired.
used to be independent.
Universal.

Medscheme

Medi Credit

They now have cross shareholding with
acquired

an

independent PMB

Interpharm and Metropolitan developed something inhouse.

called
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JUDGE NGCOBO

Over the years, more have emer ged though

from the 2?

10

MR RADEMAN

That is correct.

JUDGE NGCOBO

And what has happened to those?

MR RADEMAN

They were acquired by the administrators. The

third one that entered the market over the years, were Interpharm.
Interpharm was acquired by Meds cheme, so Interpharm now is
owned by Medscheme. Another one entered the market called Pro
PMB and Pro PMB was acquired by Discovery.

JUDGE NGCOBO
20

So those who have survived, it’s yourself and

is it Medi Credit the other one?

MR RADEMAN
run GEMS.

Yes Medi Credit s till exists very much so, they
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JUDGE NGCOBO

Are they affiliated to it?

MR RADEMAN

No they are affiliated to Universal Health one

of the administrators.

They were acquired, they used to be

independent they were acquired about eighteen months ag o.

The

shareholders of Universal are the same shareholders but it is not a
group structure, it is individuals.
10
JUDGE NGCOBO

But

you

are

saying

you

are

the

only

independent PMB is that right?

MR RADEMAN

Yes.

JUDGE NGCOBO

Why is it that there is just one PMB?

MR RADEMAN

If you ask me whether we are the last one

20

holding out.

JUDGE NGCOBO

The question is for how long?
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MR RADEMAN

At

the

moment,

we

deliver

services

segment of the market that requires an independent PMB.

to

a

There

are sixteen administrato rs that we work with that don’t have an
inhouse PMB and if we for instance to be sold to one of those
administrators, the other clients will feel very threatened and they
would not comfortable with us being sold.
10

Where Mediscor finds

itself, is that we ar e very comfortable with our positioning in the
market at this point in time and I’m not saying that we’ve never
been approached, we have been approached, but the independence
works for us.

JUDGE NGCOBO

Of the forty clients that you work for, how

many of them have got administrators in addition to you working
20

for them?

MR RADEMAN
administration

All of them, each medical scheme needs an
function.

Some

of

them,

outsources

the

administration to an external specialist administrator and some of
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the medical schemes administer themselves, but all of them would
need that function to be filled.

JUDGE NGCOBO

So all of your clients have got administrators?

MR RADEMAN

Not

all

of

them,

because

some

of

them

administer themselves, like a Best Med medical scheme, they
10

administer themselves and they are a client of ours, so we have
clients that administer themselves and some clients that outsources
the administration.

JUDGE NGCOBO

Okay so PMB’s are able to work together with

administrators and that doesn’t give any probl ems?

20

MR RADEMAN

No.

JUDGE NGCOBO

Okay so the appointment of an administrator

does not in itself pose a threat to your existence?
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MR RADEMAN

Not

at

all,

we

don’t

compete

with

the

administrators whatsoever.

JUDGE NGCOBO

Now you mentioned that the biggest PMB’s

have got 60% share of the market?

MR RADEMAN

Ja.

JUDGE NGCOBO

Who are these?

MR RADEMAN

Discovery and Medi Credit.

JUDGE NGCOBO

And?

MR RADEMAN

They would be the two bigger ones.

JUDGE NGCOBO

Are there only two?

MR RADEMAN

Those two.

10

20
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JUDGE NGCOBO

Those two would have 60%?

MR RADEMAN

Ja and then between us, Metropolitan and

Medscheme, we would have the rest of it.

JUDGE NGCOBO
10

What is the source of this information that you

are giving us?
MR RADEMAN

It’s the number of lives that are managed by

the various PMB ’s.

20

JUDGE NGCOBO

Yes I understand.

MR RADEMAN

Mr Chairman I’m just giving round numbers,

obviously depending on when you count, it could be a little bit up,
or a little bit down, but it’s a broad market perspective.

JUDGE NGCOBO

I understand.

Now I want to take you to the

third slide from the end, I think that is where you talk about the
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regulation of pharmaceutical chain, in particular where you say
there is no opportunity for private sector to negotiate the SEP
based on volume whil e public sector purchase tender price is
significantly lower than theirs, so what are you suggesting here?
What are we supposed to do with this?

MR RADEMAN
10

Mr Chairman it is an attempt from my side, to

give some explanation on why there is such a signifi cant difference
in the cost of pharmaceuticals between the public sector and the
private sector in the sense that the public sector can negotiate
tender prices, they don’t charge VAT, whereas the public sector do
not have that opportunity. It is me giving an explanation for there
being such large discrepancies.

20

JUDGE NGCOBO

As a matter of interest, the process that you

describe to us takes at the most about 4 seconds is it?

MR RADEMAN

Yes.
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JUDGE NGCOBO

It must be a simple process, I mean using the

kind of technology that you are using?

MR RADEMAN

It certainly at face value looks simple, the

pharmacist captures the prescription on his pharmacy screen and he
hits the enter button and an answer arrives.

10

JUDGE NGCOBO

I understand that, but it just seems to me if you

could do what I would have thought is such an involved process if
you can perform that in about 4 seconds, then surely it must be a
fairly simple thing to do, if they have the technology?

MR RADEMAN

If

you

have

the

technology

and

you’ve

developed everything around it, to do it, because I don’t understand
20

the word simple, maybe I need to understand that word better
before I could respond to that.
JUDGE NGCOBO

Well if something is complex, I would have

thought it takes some time.
done.

Before I utter t he next word, you are
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MR RADEMAN

Mr Chairman there are many many years of

technology and development that sit behind these solutions.
JUDGE NGCOBO

Does this service increase the cost of running

the schemes?

MR RADEMAN
10

because

it

It reduces the cost of run ning the schemes

eliminates

inefficiencies,

it

eliminates

abuse,

it

eliminates medical errors, it reduces the cost of the medication, so
those savings and interventions [interjects]

JUDGE NGCOBO

So it enables the schemes to save a lot doesn’t

it?

20

MR RADEMAN

It does.

JUDGE NGCOBO

Of course they do pay for the service.

MR RADEMAN

Yes.
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JUDGE NGCOBO

If they were not paying for the service, they

would make a significant saving, if they were to do it themselves.
MR RADEMAN

The

value

of

those

savin gs

and

the

interventions that I have reported are significantly more than the
Mediscor income.

10

JUDGE NGCOBO

But if the medical schemes were to do the kind

of service that you doing themselves which doesn’t seem to me to
be that much involved because it ju st takes a matter of seconds, if
they have the right technology, they could not only save on costs,
but also save on the fees they were paying to you?

MR RADEMAN
20

Mr Chairman the comment is correct, if they

have enough volumes.

JUDGE NGCOBO

Yes I understa nd.

Now you have been asked

this question, how easy is it today to enter this market?
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MR RADEMAN

We haven’t seen a new entrant for probably 10

years, I think it’s relatively difficult.

JUDGE NGCOBO

Why?

MR RADEMAN

Because you need first of all, the IP, you need

the databases, you need the software, you need the people, you
10

need the protocols and then you need to have a sufficiently large
client base to justify the investment.
JUDGE NGCOBO

And how are these PMB’s remunerated? Is it a

percentage on how m any medications you process, is it per day or
per second? It can’t be per second, it would be quite low.

MR RADEMAN
20

The majority of our income per member which

is similar to the income what the medical schemes earn from the
contributions from their medic al scheme patients, so that is the
majority of our income that are paid like that. Some of our clients
pay us per beneficiary and that is primarily in the insurance
environment and then we have a small portion of the clients that
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pay us per transaction or per claim that is paid and that is how our
income is made up.

JUDGE NGCOBO

Okay very well.

Now is there anything that

you would like to draw to our attention that perhaps you haven’t
had the opportunity to raise with us today?

10

MR RADEMAN

Mr

Chairman

I

really

appreciate

the

opportunity to have been here and we have certainly applied our
minds to the items that we have listed and from my side, nothing
new.
JUDGE NGCOBO

Yes very well, it only remains for us to thank

you for your patience and for keeping yo u this long. Thank you for
being here and to your panel members as well thank you so much
20

indeed.

MR RADEMAN

Thank you for being there, I really think the

industry needs this enquiry and I really look forward to the next

Health Market Inquiry

Page 315

4th May 2016

___________________________________________________________________

few years of seeing positive chang e in the industry, thank you very
much for that.

JUDGE NGCOBO

The information that you owe us, when are we

going to get that?

MR RADEMAN

Probably in the next 2 weeks.

JUDGE NGCOBO

Yes okay very well, we will be grateful indeed

10

if you could provide that information thank you.

We have now

come to the end of these public hearings. The next sets of hearings
will commence on Tuesday 17 t h May in Durban, they will run until
Thursday thank you.

20

... [END OF RECORDED PROCEEDINGS]....

