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Circular 47 of 2019: Evaluation of Cost Increase Assumptions by Medical Schemes for
the 2019 Financial Year

Purpose

This Circular provides an evaluation of industry assumptions submitted by medical schemes for the 2019 financial year as
provided in the benefit review submissions. The purpose of providing this information is to increase transparency of the
schemes’ pricing decisions and increase the quality of provider negotiations.

Since 2010, the Council for Medical Schemes (CMS) embarked on a process of stringent review of medical schemes
contribution and cost increases, in order to limit the transfer of inappropriate cost increases to beneficiaries.
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Legislative requirement

The Medical Schemes Act outlines legislative requirements informing how the CMS conducts its work with regards to
benefit content configuration as well as pricing of options:

Regulation 8 (1) of the Medical Schemes Act regulations requires that “any benefit option that is offered by a

medical scheme must pay in full, without co-payments or use of deductibles, the diagnosis, treatment and care

costs of the prescribed minimum benefit conditions.”

Section 24 (2) (e) sates that “ … medical scheme does not or will not unfairly discriminate directly or indirectly

against any person on one or more arbitrary grounds including race, age, gender, marital status, ethnic or social

origin, sexual orientation, pregnancy, disability and the state of health.”

Section 29 (l) makes it mandatory for the scheme to communicate with their members on any change in

contributions, membership fees, or subscription, benefits or any other condition affecting their membership.

Section 29 (2) and Section 35 of the Act which seeks to encourage financial soundness of Medical Schemes.

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

prejudice towards the member through unlawful exclusion/limitation of benefits also promote public accountability

and transparency.

Section 33 (2) outlines that “approval of benefit options will be subject to provision of prescribed benefits, self-

supporting in-terms of membership and financial performance, financially sound, the option should not jeopardize

the financial soundness of any existing options within the medical scheme”
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Overview

The following is an analysis of contribution increase assumptions for 2019 financial year, of standard cost items and
utilisation stratified by scheme size, scheme type, facility type, professional services, medicine costs, non-healthcare costs,
ex gratia payments and all other relevant cost variables.

Economic indicators trends

The CMS published Circular 33 of 2018 in July 2018 advising medical schemes that cost increase assumption for 2019
should be limited to 5.4% for each individual cost item. The assumption was mainly based on headline inflation as measured
by the Consumer Price Index (CPI). The headline inflation for May 2019 was 4.5%. The 2019 annual average headline
inflation is projected at 5.4% by the National Treasury.

Figure 1: Consumer Price Index changes for 2018/19

Industry cost assumption data

The analysis undertook a quantitative review of 2018 Annual Statutory Return data, medical schemes cost assumptions
data and review of actuarial reports triangulated with contextual analysis of the medical schemes market.

By December 2018, 79 medical schemes submitted cost assumptions data with the submission of benefit changes and
contribution increases for 2019. The data from the submissions were consolidated, verified and analysed. Data from 74
medical schemes, representing about 99.34% of all beneficiaries in the industry, was found to be of adequate quality for

http://www.medicalschemes.com/files/Circulars/Circular33of2018.pdf
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inclusion in the analysis, as shown in Table 1 below. Medical schemes’ submissions that were found to be of adequate
quality were made up of 20 open and 54 restricted medical schemes with 4 962 340 (56.02%) and 3 895 854 (43.98%)
beneficiaries, respectively.

Table 1: Medical Schemes size categories, 2018
Scheme

type
Size* Number of

schemes
(submitted)

Average age
2018

Dependency
ratio

Members Percentage
of

members

Beneficiaries Percentage
of

beneficiaries
Open Small 3 (2) 36.36 0.88 10 759 0.45% 19 844 0.40%

Medium 7 (7) 38.17 0.96 72 092 3.03% 138 278 2.78%
Large 11 (11) 34.73 1.10 2 300 073 96.52% 4 811 499 96.82%

Total open 21 (20) 34.83 0.93 1.09 100.00% 4 969 621 100.00%

Restricted Small 27 (24) 34.00 1.22 89 818 5.42% 196 780 4.99%

Medium 15 (15) 31.94 1.06 157 205 9.49% 309 519 7.84%
Large 16 (15) 30.78 1.49 1 409 758 85.09% 3 440 775 87.17%

Total restricted 58 (54) 31.03 0.76 1.44 100.00% 3 947 074 100.00%
All Schemes Small 30 (26) 34.22 1.19 100 577 2.49% 216 624 2.43%

Medium 22 (22) 33.86 1.03 229 297 5.68% 447 797 5.02%

Large 27 (26) 33.08 1.26 3 709 831 91.83% 8 252 274 92.55%

All schemes 79 (74) 33.15 1.25 4 039 705 100.00% 8 916 695 100.00%

*small: members < 6 000; medium: ≥ 6 000 but < 30 000 beneficiaries; large: > 30 000 beneficiaries

Table 2 below lists the per average beneficiary changes in expenditure over the period 2013 to 2017, highlighting year to
year changes per beneficiary for each of the cost items analysed as part of the contribution increase analysis. Expenditure
on managed care services and Supplementary and Allied Health Professional service increased on average over 10.0%,
with the lowest average change for general practitioners at around 4.17%. Other cost items’ expenditure increased on
average between 5.44% to 9.8%.

Table 2: Per average beneficiary per annum (pabpa) changes in expenditure 2013 to 2017
Expenditure Items 2013/2014 2014/2015 2015/2016 2016/2017 Average

percentage
General practitioners 6.65% 5.52% 2.71% 1.82% 4.2%
All Specialists 10.99% 10.94% 9.61% 5.91% 9.4%

Anaesthetists 12.11% 10.08% 9.20% 3.02% 8.6%

Pathology 10.87% 10.81% 8.63% 6.71% 9.3%
Radiology 10.53% 10.57% 10.86% 4.01% 9.0%

Medical Specialists 10.95% 11.52% 9.54% 7.22% 9.8%

Surgical Specialists 11.11% 10.99% 9.83% 6.14% 9.5%
Dentists 6.25% 5.48% 4.88% 5.04% 5.4%

Dental Specialists 8.61% 6.17% 4.16% 4.27% 5.8%

Supplementary and Allied Health Professionals 13.41% 12.69% 7.11% 7.03% 10.1%
Hospitals 10.56% 9.29% 9.77% 4.23% 8.5%
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Expenditure Items 2013/2014 2014/2015 2015/2016 2016/2017 Average
percentage

Medicines Dispensed 7.88% 7.13% 4.10% 7.61% 6.7%
Ex gratia payments 2.20% 8.36% 3.95% 11.50% 6.5%

Managed care services (out-of-hospital) 23.63% 4.41% 3.22% 10.16% 10.4%

Scheme tariff increase assumptions for 2018

The overall weighted tariff increase for 2019 was 5.38%. This is 12 basis points below the weighted average tariff increase
of 5.5% for 2018 and falls below the 5.4% overall increase recommended by CMS.

The tariff increase assumption for Hospitals was 5.45% for 2019 (Table 2 below lists the per average beneficiary changes
in expenditure over the period 2013 to 2017, highlighting year to year changes per beneficiary for each of the cost items
analysed as part of the contribution increase analysis. Expenditure on managed care services and Supplementary and
Allied Health Professional service increased on average over 10.0%, with the lowest average change for general
practitioners at around 4.17%. Other cost items’ expenditure increased on average between 5.44% to 9.8%.

Table 2). There was 60-basis points difference in the tariff increase assumptions between restricted and open schemes, with
an estimated of 5.78% and 5.18%, respectively (Table 3). Only 2 basis points separated the projected tariff increases for
private hospital and provincial hospital, at 5.45% and 5.43%, respectively.

Table 3: Summary of tariff contribution increase assumptions for the 2019 financial year
 Cost item Percentile Weighted mean:

All schemes25th 50th 75th
General practitioners 5.22% 5.40% 5.62% 5.36%

All Specialists 5.22% 5.40% 6.00% 5.25%
Anaesthetists 5.22% 5.40% 6.00% 5.40%

Pathology 5.22% 5.40% 6.00% 4.51%

Radiology 5.22% 5.40% 6.00% 5.36%
Medical Specialists 5.22% 5.40% 6.00% 5.40%

Surgical Specialists 5.22% 5.40% 6.00% 5.40%

Dentists 5.22% 5.40% 5.62% 5.32%
Dental Specialists 5.20% 5.40% 5.62% 5.35%

Supplementary and Allied Health Professionals 5.22% 5.40% 5.62% 5.33%

Medical Technology 5.22% 5.40% 5.62% 5.33%
Hospitals 5.40% 6.00% 6.50% 5.45%

Provincial Hospitals (056) 5.40% 6.00% 6.50% 5.43%

Private Hospitals ('B' - Status) (058) 5.40% 6.00% 6.50% 5.45%
Private Hospitals ('A' - Status) (057) 5.40% 6.00% 6.50% 5.45%

Approved U O T U / Day clinics (077) 5.40% 6.00% 6.50% 5.45%

Mental Health Institutions (055) 5.40% 6.00% 6.50% 5.44%
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 Cost item Percentile Weighted mean:
All schemes25th 50th 75th

Sub-Acute Facilities (049) 5.40% 6.00% 6.50% 5.45%
Private Rehab Hospital (Acute) (059) 5.40% 6.00% 6.50% 5.45%

Drug & Alcohol Rehab (047) 5.40% 6.00% 6.40% 5.44%

Hospices (079) 5.40% 6.00% 6.50% 5.44%
Unattached operating theatres / Day clinics (076) 5.40% 6.00% 6.50% 5.42%

Other Health Services 5.22% 5.41% 6.00% 5.46%

Medicines Dispensed 5.00% 5.40% 5.70% 5.29%
Ex gratia payments 5.00% 5.40% 5.50% 4.95%

Managed care services (out-of-hospital) 5.20% 5.40% 5.80% 5.78%

Accredited managed healthcare services 5.20% 5.40% 5.50% 5.48%
Non-healthcare expenditure 5.22% 5.40% 5.72% 5.49%

Overall tariff assumption increase 5.31% 5.68% 6.09% 5.38%

Table 4 below highlights the weighted average tariff increase for cost items by scheme type and size. General practitioners
tariff increase was assumed to be 5.36%, with opens schemes’ projections averaging at 5.28% and restricted schemes at
5.45%. Large schemes continue to have lower tariff increase assumptions for most cost items, particularly as it relates to
Hospital and overall tariff increase assumptions of 5.4% and 5.35%, respectively. While the weighted average tariff increase
for all cost items remained close to the recommended 5.4%, there were certain schemes’ assumptions slightly higher than
8.0%. The median average tariff increase for Hospital tariff was 6.0%.

The tariff increase assumption for all professional services ranged between 4.76% and 8.00%, with the median at 5.40%.

Accredited managed care cost increase assumptions stood at 5.48% for 2019, with small schemes’ assumed increases
averaging around 5.36%.

The gazetted Single Exit Price (SEP) for 2019 was 3.98% which is 1.42 percentage points below the median increase
assumption for medicines dispensed of 5.40% which is lower than the 7.61% increase of actual per beneficiary per annum
expenditure for medicine dispensed in 2017.

Part of the key focus areas for the CMS include monitoring costs incurred in running the medical schemes, including non-
healthcare costs. The CMS is responsible for ensuring that schemes attain a reasonably minimal level of non-healthcare
costs in order to cater for the necessary costs of healthcare. Figure 2 below lists the average increase in non-healthcare
expenditure assumptions for schemes by administrator. Eleven schemes (11 large schemes), representing around 16.5%
of beneficiaries, reported assumed increases above 6.0% for non-health expenditure, with 35.6% of beneficiaries facing an
increase of between 5.4% and 6%. Self-administered schemes reported average increases of 5.64%.  The tariff increase
assumption for non-healthcare expenditure for all schemes averages at 5.49% for 2019, which is only slightly lower, by 0.06



Page 7

Chairperson: Dr C Mini Chief Executive & Registrar: Dr S Kabane
Block A, Eco Glades 2 Office Park, 420 Witch-Hazel Avenue, Eco Park, Centurion, 0157

Tel: 012 431 0500 Fax: 012 430 7644 Customer Care: 0861 123 267
Information@medicalschemes.com www.medicalschemes.com

percentage points, than the 2018 assumed increase of 5.55%. The increase assumption remains slightly higher for restricted
schemes than open schemes at 5.59% and 5.40%, respectively.

Figure 2: Non-healthcare tariff increase assumption by size of scheme

There is not much variation in the average tariff increase assumptions when analysis assumptions by scheme size, while
tariff increases ranged between 3.92% and 9.72%, large schemes had a lower assumed increase at 5.35% on average.

Table 4: Weighted average tariff contribution increase assumptions by scheme type and size for the 2019 financial year
Cost item Weighted average

All schemes Open Restricted Small Medium Large
General practitioners 5.36% 5.28% 5.45% 5.57% 5.77% 5.33%
All Specialists 5.25% 5.07% 5.48% 5.65% 5.76% 5.21%

Anaesthetists 5.40% 5.34% 5.48% 5.67% 5.78% 5.37%

Pathology 4.51% 3.74% 5.49% 5.55% 5.74% 4.42%
Radiology 5.36% 5.25% 5.50% 5.64% 5.74% 5.33%

Medical Specialists 5.40% 5.34% 5.47% 5.66% 5.76% 5.37%

Surgical Specialists 5.40% 5.34% 5.47% 5.66% 5.77% 5.37%
Dentists 5.32% 5.28% 5.38% 5.57% 5.66% 5.30%

Dental Specialists 5.35% 5.33% 5.38% 5.57% 5.68% 5.33%

Supplementary and Allied Health Professionals 5.33% 5.28% 5.38% 5.57% 5.70% 5.30%
Medical Technology 5.33% 5.28% 5.38% 5.60% 5.71% 5.30%

Hospitals 5.45% 5.18% 5.78% 5.99% 6.12% 5.40%

Provincial Hospitals (056) 5.43% 5.18% 5.74% 6.06% 6.06% 5.38%
Private Hospitals ('B' - Status) (058) 5.45% 5.18% 5.78% 6.02% 6.12% 5.40%

Private Hospitals ('A' - Status) (057) 5.45% 5.18% 5.78% 6.08% 6.12% 5.40%

Approved U O T U / Day clinics (077) 5.45% 5.18% 5.78% 6.08% 6.12% 5.40%
Mental Health Institutions (055) 5.44% 5.18% 5.77% 6.08% 6.08% 5.39%
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Cost item Weighted average
All schemes Open Restricted Small Medium Large

Sub-Acute Facilities (049) 5.45% 5.18% 5.78% 6.08% 6.12% 5.40%
Private Rehab Hospital (Acute) (059) 5.45% 5.18% 5.78% 6.08% 6.12% 5.40%

Drug & Alcohol Rehab (047) 5.44% 5.18% 5.76% 6.05% 6.08% 5.39%

Hospices (079) 5.44% 5.18% 5.77% 6.08% 6.12% 5.39%
Unattached operating theatres / Day clinics (076) 5.42% 5.18% 5.71% 6.08% 6.08% 5.37%

Other Health Services 5.46% 5.35% 5.60% 5.68% 5.76% 5.44%

Medicines Dispensed 5.29% 5.15% 5.48% 5.13% 5.20% 5.30%
Ex gratia payments 4.95% 4.68% 5.30% 4.77% 5.08% 4.95%

Managed care services (out-of-hospital) 5.78% 5.91% 5.61% 4.76% 5.92% 5.79%

Accredited managed healthcare services 5.48% 5.44% 5.54% 5.36% 5.10% 5.51%
Non-healthcare expenditure 5.49% 5.40% 5.59% 5.34% 5.25% 5.50%

Overall tariff assumption increase 5.38% 5.18% 5.64% 5.81% 5.81% 5.35%

Scheme increase assumptions attributable to utilisation and demographic factors for 2019

Increases in utilisation of healthcare services and changes in the demographic profile of medical schemes, as it relates to
beneficiaries becoming older or sicker, is accounted for in the following assumptions. The overall increase assumption
attributable to utilisation and demographic changes was 3.86%, which is 53 basis points higher than the assumption for
2018 (3.33%).

Table 5: Summary of contribution increase assumptions attributable to utilisation and demographic factors for 2019
Cost item Percentile Weighted mean:

25th 50th 75th All schemes
General practitioners 1.74% 2.50% 3.70% 4.16%

All Specialists 1.92% 2.50% 3.75% 4.48%

Anaesthetists 1.97% 2.50% 3.87% 4.47%

Pathology 1.79% 2.50% 3.75% 4.45%

Radiology 1.89% 2.50% 3.84% 4.47%

Medical Specialists 1.92% 2.50% 3.75% 4.44%

Surgical Specialists 1.89% 2.50% 3.74% 4.44%

Dentists 1.53% 2.30% 3.75% 4.06%

Dental Specialists 1.79% 2.39% 3.75% 4.16%

Supplementary and Allied Health Professionals 1.79% 2.50% 3.96% 4.33%

Medical Technology 1.74% 2.43% 3.75% 4.15%

Hospitals 1.97% 2.50% 3.86% 4.51%

Provincial Hospitals (056) 1.97% 2.50% 3.86% 4.44%

Private Hospitals ('B' - Status) (058) 1.97% 2.50% 3.86% 4.52%

Private Hospitals ('A' - Status) (057) 1.97% 2.50% 3.86% 4.52%
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Cost item Percentile Weighted mean:
25th 50th 75th All schemes

Approved U O T U / Day clinics (077) 2.00% 2.50% 3.87% 4.52%

Mental Health Institutions (055) 1.97% 2.50% 3.75% 4.49%

Sub-Acute Facilities (049) 2.00% 2.50% 3.87% 4.52%

Private Rehab Hospital (Acute) (059) 2.00% 2.50% 3.75% 4.51%

Drug & Alcohol Rehab (047) 1.89% 2.50% 3.75% 4.48%

Hospices (079) 1.97% 2.50% 3.74% 4.49%

Unattached operating theatres / Day clinics (076) 1.92% 2.50% 3.75% 4.48%

Other Health Services 1.65% 2.36% 3.70% 2.34%

Medicines Dispensed 1.89% 2.50% 3.70% 4.34%

Ex gratia payments 0.00% 1.79% 3.03% 4.26%

Managed care services (out-of-hospital) 0.00% 0.00% 0.00% 0.32%

Accredited managed healthcare services 0.00% 0.00% 0.00% 0.24%

Overall assumption increase: utilisation & demographics factors 1.73% 2.23% 3.73% 3.86%

Large schemes reported the overall increase assumptions attributable to utilisation and demographic factors of 3.97%, with
the increase for hospital services estimated at 4.64%, with specialist and general practitioners estimated to increase by
4.61% and 4.28%, respectively. Open schemes reported the largest estimated increase to average at around 4.33%, largely
due to the assumed increase in hospital services of 5.22%.

Table 6: Weighted average contribution increase assumptions attributable to utilisation and demographic factors for 2019
Cost item Weighted average

All schemes Open Restricted Small Medium Large
General practitioners 4.16% 4.95% 3.15% 2.33% 2.55% 4.28%

All Specialists 4.48% 5.15% 3.62% 2.44% 2.81% 4.61%

Anaesthetists 4.47% 5.15% 3.62% 2.58% 2.98% 4.59%
Pathology 4.45% 5.06% 3.67% 2.39% 2.72% 4.58%

Radiology 4.47% 5.06% 3.71% 2.40% 2.71% 4.61%

Medical Specialists 4.44% 5.15% 3.55% 2.45% 2.83% 4.57%
Surgical Specialists 4.44% 5.15% 3.54% 2.49% 2.92% 4.56%

Dentists 4.06% 4.70% 3.25% 2.18% 2.41% 4.19%

Dental Specialists 4.16% 4.76% 3.40% 2.36% 2.51% 4.29%
Supplementary and Allied Health Professionals 4.33% 5.06% 3.39% 4.61% 2.59% 4.41%

Medical Technology 4.15% 4.85% 3.27% 2.20% 2.53% 4.28%

Hospitals 4.51% 5.22% 3.62% 2.51% 3.01% 4.64%
Provincial Hospitals (056) 4.44% 5.22% 3.45% 2.52% 3.01% 4.56%

Private Hospitals ('B' - Status) (058) 4.52% 5.22% 3.62% 2.50% 3.01% 4.64%

Private Hospitals ('A' - Status) (057) 4.52% 5.22% 3.62% 2.52% 3.00% 4.64%
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Cost item Weighted average
All schemes Open Restricted Small Medium Large

Approved U O T U / Day clinics (077) 4.52% 5.22% 3.63% 2.52% 3.01% 4.64%
Mental Health Institutions (055) 4.49% 5.22% 3.57% 2.52% 2.93% 4.62%

Sub-Acute Facilities (049) 4.52% 5.22% 3.63% 2.52% 3.01% 4.64%

Private Rehab Hospital (Acute) (059) 4.51% 5.22% 3.62% 2.50% 2.96% 4.64%
Drug & Alcohol Rehab (047) 4.48% 5.22% 3.56% 2.47% 2.91% 4.61%

Hospices (079) 4.49% 5.22% 3.57% 2.51% 3.01% 4.61%

Unattached operating theatres / Day clinics (076) 4.48% 5.22% 3.54% 2.52% 2.93% 4.60%
Other Health Services 2.34% 1.56% 3.34% 2.18% 2.59% 2.33%

Medicines Dispensed 4.34% 5.04% 3.44% 2.36% 2.56% 4.47%

Ex gratia payments 4.26% 5.24% 3.01% 1.56% 1.34% 4.47%
Managed care services (out-of-hospital) 0.32% 0.36% 0.28% 0.72% 0.35% 0.31%

Accredited managed healthcare services 0.24% 0.28% 0.20% 0.46% 0.35% 0.23%

Overall assumption increase: utilisation & demographics 3.86% 4.33% 3.26% 2.27% 2.44% 3.97%

Medical scheme total1 increase assumptions for 2019

The weighted average total assumed increase for 2019 across all medical schemes was 8.63%, excluding the allowance
for reserve loading by medical schemes. Overall, the weighted average assumed increase for 2018 is higher than the 2018
total cost assumption increase of 8.18%. The overall assumed contribution increase in open medical schemes and restricted
medical schemes was 9.48% and 7.56%, respectively. The summary statistics for the overall cost assumption changes are
displayed in Table 7 and Table 8 below.

Table 7: Summary of overall contribution increase assumptions attributable to utilisation and demographic factors for 2019
Cost item Percentile Weighted mean:

25th 50th 75th All schemes
General practitioners 7.29% 8.31% 9.26% 9.50%

All Specialists 7.45% 8.37% 9.50% 9.77%

Anaesthetists 7.50% 8.44% 9.49% 9.90%

Pathology 7.40% 8.31% 9.34% 8.97%

Radiology 7.50% 8.37% 9.47% 9.90%

Medical Specialists 7.50% 8.37% 9.50% 9.91%

Surgical Specialists 7.50% 8.38% 9.49% 9.88%

Dentists 7.28% 8.00% 9.26% 9.40%

Dental Specialists 7.30% 8.10% 9.35% 9.52%

Supplementary and Allied Health Professionals 7.31% 8.31% 9.35% 9.67%

Medical Technology 7.29% 8.10% 9.35% 9.47%

1 Due to rounding and weighting, tariff assumption increase, and utilization tariff increase may not add up to the total cost assumption increase at level beyond one
decimal.
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Cost item Percentile Weighted mean:
25th 50th 75th All schemes

Hospitals 7.97% 8.70% 9.72% 9.95%

Provincial Hospitals (056) 7.97% 8.61% 9.69% 9.86%

Private Hospitals ('B' - Status) (058) 7.97% 8.70% 9.72% 9.95%

Private Hospitals ('A' - Status) (057) 8.00% 8.70% 9.72% 9.95%

Approved U O T U / Day clinics (077) 8.00% 8.70% 9.72% 9.95%

Mental Health Institutions (055) 7.97% 8.70% 9.55% 9.92%

Sub-Acute Facilities (049) 8.00% 8.70% 9.72% 9.95%

Private Rehab Hospital (Acute) (059) 7.97% 8.69% 9.72% 9.95%

Drug & Alcohol Rehab (047) 7.90% 8.63% 9.55% 9.91%

Hospices (079) 7.97% 8.70% 9.55% 9.92%

Unattached operating theatres / Day clinics (076) 7.97% 8.70% 9.55% 9.89%

Other Health Services 7.28% 8.00% 9.35% 7.82%

Medicines Dispensed 7.00% 7.76% 8.93% 9.62%

Ex gratia payments 5.40% 7.21% 8.47% 9.20%

Managed care services (out-of-hospital) 5.22% 5.50% 7.31% 6.11%

Accredited managed healthcare services 5.20% 5.40% 6.50% 5.73%

Non-healthcare expenditure 5.22% 5.40% 5.83% 5.61%

Reserve Loading 0.00% 0.00% 0.00% -0.31%

Total increase plus other unspecified factors (1) 0.00% 0.00% 0.06% -0.25%

Total increase plus other unspecified factors (2) 0.00% 0.00% 0.00% -0.03%

Overall assumption increase 7.09% 8.03% 9.69% 8.63%

Open medical schemes reported the highest assumed increase in the overall contribution assumptions of 9.48%, when compared with
restricted schemes at 7.56%. Medium sized medical schemes reported assumed increases averaging around 9.67%.

Table 8: Weighted average overall contribution increase assumptions attributable to utilisation and demographic factors for
2019

Cost item Weighted average
All schemes Open Restricted Small Medium Large

General practitioners 9.50% 10.21% 8.59% 7.83% 8.20% 9.61%

All Specialists 9.77% 10.20% 9.23% 8.00% 8.44% 9.89%

Anaesthetists 9.90% 10.46% 9.18% 8.17% 8.61% 10.01%

Pathology 8.97% 8.78% 9.22% 7.86% 8.33% 9.03%

Radiology 9.90% 10.29% 9.39% 7.96% 8.33% 10.03%

Medical Specialists 9.91% 10.46% 9.20% 8.02% 8.46% 10.03%

Surgical Specialists 9.88% 10.46% 9.13% 8.06% 8.55% 9.99%

Dentists 9.40% 9.95% 8.69% 7.68% 7.95% 9.52%

Dental Specialists 9.52% 10.07% 8.81% 7.85% 8.07% 9.63%



Page 12

Chairperson: Dr C Mini Chief Executive & Registrar: Dr S Kabane
Block A, Eco Glades 2 Office Park, 420 Witch-Hazel Avenue, Eco Park, Centurion, 0157

Tel: 012 431 0500 Fax: 012 430 7644 Customer Care: 0861 123 267
Information@medicalschemes.com www.medicalschemes.com

Cost item Weighted average
All schemes Open Restricted Small Medium Large

Supplementary and Allied Health Professionals 9.67% 10.32% 8.86% 10.03% 8.17% 9.75%

Medical Technology 9.47% 10.11% 8.65% 7.72% 8.12% 9.58%

Hospitals 9.95% 10.38% 9.41% 8.41% 8.98% 10.04%

Provincial Hospitals (056) 9.86% 10.38% 9.19% 8.50% 8.92% 9.94%

Private Hospitals ('B' - Status) (058) 9.95% 10.38% 9.41% 8.44% 8.98% 10.04%

Private Hospitals ('A' - Status) (057) 9.95% 10.38% 9.41% 8.52% 8.97% 10.04%

Approved U O T U / Day clinics (077) 9.95% 10.38% 9.41% 8.52% 8.98% 10.04%

Mental Health Institutions (055) 9.92% 10.38% 9.34% 8.52% 8.86% 10.01%

Sub-Acute Facilities (049) 9.95% 10.38% 9.41% 8.52% 8.98% 10.04%

Private Rehab Hospital (Acute) (059) 9.95% 10.38% 9.41% 8.49% 8.93% 10.04%

Drug & Alcohol Rehab (047) 9.91% 10.38% 9.32% 8.44% 8.85% 10.01%

Hospices (079) 9.92% 10.38% 9.34% 8.51% 8.98% 10.01%

Unattached operating theatres / Day clinics (076) 9.89% 10.38% 9.26% 8.52% 8.86% 9.97%

Other Health Services 7.82% 6.91% 8.99% 7.78% 8.23% 7.80%

Medicines Dispensed 9.62% 10.16% 8.92% 7.42% 7.64% 9.78%

Ex gratia payments 9.20% 9.90% 8.31% 6.28% 6.35% 9.43%

Managed care services (out-of-hospital) 6.11% 6.27% 5.90% 5.46% 6.25% 6.11%

Accredited managed healthcare services 5.73% 5.72% 5.75% 5.80% 5.43% 5.75%

Non-healthcare expenditure 5.61% 5.59% 5.64% 5.46% 5.36% 5.63%

Reserve Loading -0.31% 0.51% -1.36% 0.54% 0.48% -0.37%

Total increase plus other unspecified factors (1) -0.25% -0.50% 0.06% -1.75% 1.03% -0.29%

Total increase plus other unspecified factors (2) -0.03% -0.02% -0.04% -0.08% 0.04% -0.03%

Overall assumption increase 8.63% 9.48% 7.56% 6.72% 9.67% 8.62%

Figure 3: Total contribution increase bands by size of medical schemes. Figure 3 below highlights that the majority of medical
scheme beneficiaries faced contribution increases of below 10.00% with 9 schemes reported contribution assumptions lower
than 6.0% while 50 schemes reported contribution increase assumptions were reported between 6.0% and 10.00%, and
only 15 schemes reported assumptions of over 10.00%.
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Figure 3: Total contribution increase bands by size of medical schemes

Table 9 below highlights the differences between the total contribution increase assumptions made in 2018 and 2019. There
was a slight increase for 2019 of 0.45 percentage points from 8.18% in 2018 to 8.63%. The largest increase of 1.24
percentage points, estimated for out-of-hospital managed care services, averaging at 6.11%. The increases assumed for
hospital services and specialist services all averaged above 9.6%.

Table 9: Differences between the total contribution increase assumptions made in 2018 and 2019 for the different cost drivers
Cost item Weighted average Percentage

points
difference

2019 2018

General practitioners 9.50% 9.28% 0.22%

All Specialists 9.77% 9.51% 0.26%

Anaesthetists 9.90% 9.57% 0.33%

Pathology 8.97% 9.26% -0.29%

Radiology 9.90% 9.41% 0.49%

Medical Specialists 9.91% 9.64% 0.27%

Surgical Specialists 9.88% 9.52% 0.36%

Dentists 9.40% 9.12% 0.28%

Dental Specialists 9.52% 9.29% 0.23%

Supplementary and Allied Health Professionals 9.67% 9.36% 0.31%

Medical Technology 9.47% 9.17% 0.30%

Hospitals 9.95% 9.83% 0.12%

Provincial Hospitals (056) 9.86% 9.85% 0.01%

Private Hospitals ('B' - Status) (058) 9.95% 9.85% 0.10%

Private Hospitals ('A' - Status) (057) 9.95% 9.81% 0.14%

Approved U O T U / Day clinics (077) 9.95% 9.85% 0.10%

Mental Health Institutions (055) 9.92% 9.79% 0.13%
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Cost item Weighted average Percentage
points

difference
2019 2018

Sub-Acute Facilities (049) 9.95% 9.81% 0.14%

Private Rehab Hospital (Acute) (059) 9.95% 9.77% 0.18%

Drug & Alcohol Rehab (047) 9.91% 9.75% 0.16%

Hospices (079) 9.92% 9.78% 0.14%

Unattached operating theatres / Day clinics (076) 9.89% 9.78% 0.11%

Other Health Services 7.82% 9.79% -1.97%

Medicines Dispensed 9.62% 8.94% 0.68%

Ex gratia payments 9.20% 9.03% 0.17%

Managed care services (out-of-hospital) 6.11% 4.87% 1.24%

Accredited managed healthcare services 5.73% 5.57% 0.16%

Non-healthcare expenditure 5.61% 5.60% 0.01%

Reserve Loading -0.31% 0.01% -0.32%

Overall assumption increase 8.63% 8.18% 0.45%

The CMS continues to have the following concerns regarding the cost assumptions as submitted by the medical schemes:

1. The hospitals’ total cost increase assumptions are on average over 4 percentage points higher than the maximum cost
increase assumption as guided in Circular 33 of 2018. The hospitals’ average utilisation assumption of around 4.51%
remains a concern, as hospital costs make up a significant portion of medical schemes’ expenditure. The impact of
utilisation on the total cost of providing cost effective medical scheme benefits cannot be ignored, since it has a material
impact on the key drivers of costs in the industry.

2. The gains made by large schemes in negotiating favourable tariff increases are diminished due to the higher than
average utilisation and demographic change increases of around 4.0%.

3. Medicines dispensed tariff pricing is assumed to increase by 5.29% on average, which exceeds the approved SEP
increase of 3.78% for 2019 by 1.51 percentage points. The effect of utilisation resulted in an increase of about 9.62%
on the average cost of medicines dispensed. This contrasts with the average increase in expenditure on medicines
dispensed in previous years of around 6.7% pabpa.

4. Expenditure on specialists continues to be one of the key cost drivers of healthcare costs. The cost increase assumption
of 9.77% (tariff increase of 5.25%; utilisation component of 4.48%) for specialists is 0.26 percentage points above the
9.51% estimated for 2018. Open medical schemes contributed to this increase with assumptions averaging around
10.20% while restricted schemes assumptions averaged at 8.23%. Medical schemes are encouraged to strengthen the
issue of care coordination with their preferred providers.

5. The out-of-hospital managed care assumed an average cost increase of 4.87% in 2018 and increased to 6.11% in
2019. Medical schemes are encouraged to continue undertaking active steps to influence member health-seeking

http://www.medicalschemes.com/files/Circulars/Circular33of2018.pdf
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behaviour, as well as the care-providing behaviour of doctors and other health professionals, while at the same time
managing access, utilisation, costs, and health quality outcomes.

6. Non-healthcare costs continue to vary considerably within the medical schemes industry with an average cost
assumption increase of 5.61% compared to the average cost assumption increase of 5.60% in 2018. The CMS notes
with concern that 0.94% (83 544) of beneficiaries faced increases in contributions due to non-healthcare costs that was
estimated to increase above 10.0%.

Conclusion

The tariff increase assumption for many schemes is below to the advised tariff increase of 5.4% as per Circular 33 of 2018.
The tariff increases for different cost drivers ranged between 4.51% and 5.78%, with the overall tariff increase of 5.38%.

The impact of assumed utilisation changes, which was 3.86%, remains a concern. The CMS has noted that utilisation
estimates submitted as part of cost increase assumptions by some medical schemes sometimes do not correlate with
worsening or improving demographic and disease profiles of medical schemes for both open and restricted schemes.
Combining the assumed tariff increase and utilisation change assumptions has pushed the industry average cost
assumption increase to 8.63% for 2019, which is an increase of 0.45 percentage points from the 2018 average increase of
8.18%.

The CMS would like to urge medical schemes to enhance their efforts in striving to increase efficiency, whilst eradicating
waste and abuse that could lead to lower contribution increases.

Dr S. Kabane
Chief Executive & Registrar
Council for Medical Schemes

http://www.medicalschemes.com/files/Circulars/Circular33of2018.pdf

