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2018 saw the release of a Draft 

Quality Improvement Plan (NQIP) 

as well as the Health Summit      

Report, which was published      

following the Presidential Health  

Summit in October 2018 and which 

was to facilitate the creation of a 

health compact. Together, these 

two reports are intended to       

provide a game plan for improving 

the health system. 

The reports identify and make    

recommendations on many of the 

pillars critical to a well functioning 

health system, such as HR; quality 

standards; financing, etc. 

As members of BUSA, HFA will be 

contributing to the work required 

by the interventions and             

recommendations listed in the re-

port, through the working group on 

Health. 

Other organisations involved in 

BUSA’s Health Working Group    

include HASA, SAPPF, Aspen, and 

Discovery Health.   

Signing of the Health Compact, 

which comprises representatives 

from ten stakeholders, including 

government, labour, business and 

civil society was originally sched-

uled for the end of April but which 

has since been postponed until 

after the elections held on 8 May. 
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In February 2019, the 

Competition Commis-

sion announced a 

revised timetable 

which would see the 

completion of the 

HMI by the 30           

September 2019. 

During April, the HMI held seminars on responses 

to their findings and recommendations con-

tained in their Provisional Report on the issues of 

Market Concentration and Supplier Induced De-

mand (SID) and to engage with stakeholders on 

the remedies put forward in the report. 

HFA, on behalf of its membership, attended the 

event and participated in the discussion.  In par-

ticular, HFA requested that the HMI panel include 

the issue of scheme consolidation, and its impact 

on the competition landscape, into their deliber-

ations. 

 

Supply induced demand (SID): 

In preparation for the seminar, the HMI released a 

document on SID which provided feedback to 

stakeholders on its initial response to critique on 

Chapter 8 of the Provisional Report.  Included in 

the document was a summary of the interven-

tions proposed to assist in curbing SID, which are 

as follows:  

 The introduction of a single comparable base 

scheme option with a risk adjustment       

mechanism to drive competition between 

schemes so as to encourage more vigorous 

supply side negotiations. 

 Measurement and transparent reporting of 

health outcomes to allow for value             

purchasing and to improve scheme member 

ability to choose providers and interventions. 

 A health technology assessment function to 

curb inappropriate purchase and utilisation of 

health care technology or prevent third party 

payment when non-recommended technolo-

gy is used. 

 Provision of guidance on best treatment     

options. 

 Methods to control prices through a Supply 

Side Regulator. 

 Changes in the HPCSA ethical rules to        

promote innovation in models of care to     

allow for group practices and alternative 

care models so that fee-for service ceases to 

be the dominant payment mechanism. 

 Changes to training curriculum for health 

practitioners. 

Presentations at the seminar were made by, Dr 

Neil Soderlund; SAMA; Dr Brian Ruff of PPO Serve;          

MediClinic; Netcare; Discovery Health; Life 

Healthcare; and, GEMS. 

 

Market Concentration Seminar: 

The Market Concentration Seminar was divided 

into two separate seminars, i.e. Facility Concen-

tration and Funder Concentration.  

 

Facility Market Concentration: 

The purpose of this seminar was to enable the 

views of stakeholders to be expressed and to  

provide input to the HMI around the                  

appropriateness of the recommendations        

contained in their Provisional Report.  

Continued on the next page. 
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Key discussion points contained in the HMI         

Provisional Report include: 

 The impact of concentration on negotiations. 

Does high concentration provide strategic  

advantage to the three large hospital groups 

in tariff negotiations? Where hospitals have 

local market power due to a lack of          

competition, can that negatively affect       

funders’ ability to negotiate significantly lower 

prices than the non-network prices of the 

same group?  

 The impact of high concentration and market 

power of hospital groups on the development 

of effective ARMs?  

 The impact of concentration at the local level 

on the development of DSP networks           

particularly in remote areas?  

 Are provider networks managing to reverse 

‘perverse’ outcomes of competition at the  

local level? 

 What are the funders’ views on the removal of 

hospitals acquired by the independent players 

from DSPs and on tariff negotiations?  

 What are the funders’ views on hospital utilisa-

tion in concentrated markets? 

 How do we simultaneously address the prob-

lems of high concentration levels and the    

excess beds in the facility market? 

 What can and should be done to protect the 

interest of consumers? 

Presentations on Facility Concentration were 

made by, Netcare; MediClinic; Life Healthcare; 

and, Discovery Health. 

 

Funder Market Concentration: 

The seminar on Funder Market Concentration 

dealt with the countervailing power of schemes 

regarding providers of health care, funder market 

concentration, and the prevalence and             

effectiveness of DSPs. 

Presentations at this seminar were made by, Dis-

covery Health; GEMS; MMI Group, Dr Brian Ruff of 

PPO Serve; CMS; and, Netcare. 

Click here to access the seminar documents. 

This circular included two 

discussion documents.  The 

first dealt with further     

analysis performed by CMS 

on the consolidation of 

schemes following com-

mentary received on the 

original consolidation proposals put forward by 

CMS; the second document presented policy  

options for the establishment of a low-cost benefit 

option (LCBO).   

Comments are invited on these documents by 28  

June.  

HFA’s Technical Advisory Committee (TAC) will 

deliberate on these two documents and will pro-

vide direction on the formulation of a submission 

to CMS.  Members are welcome to submit inputs 

to these     

submissions. 

 CIRCULAR 28 ON CONSOLIDATION AND THE LCBO  
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In an attempt to ad-

dress the fraud, waste 

and abuse taking place 

within the private 

healthcare environ-

ment, the CMS con-

vened a summit on 28 

February and 1 March. 

The event was well attended by representatives 

from medical schemes, administrators, managed 

care organisations, policy makers and other 

stakeholders. 

As an organisation representing more than 50% of 

medical scheme beneficiaries, HFA was invited 

by CMS to participate in a panel discussion at the 

Summit.  

One of the key focus areas of the summit was the 

signing of a Charter by the industry in which 

stakeholders pledged to contribute to combating 

fraud, waste and abuse, in line with set standards. 

HFA was pleased to pledge its support by signing 

this Charter.  

Other focus areas of the summit included the es-

tablishment of standards for the industry to effec-

tively deal with fraudulent activities, including fair 

sanctions for convicted fraudsters; and, the es-

tablishment of a structure to continuously deal 

with fraud, waste and abuse post the summit. 

To this end, HFA will establish a ‘Think Tank’ con-

sisting of industry experts who will formulate a 

strategy on the way forward for HFA members, 

taking into consideration the sensitive nature of 

FWA.  In line with HFA’s overarching strategic  

principles of inclusivity and consultation, further 

steps proposed by the ‘Think Tank’ will only be 

taken once buy-in from members and other key 

stakeholders has been obtained. 

Vote4Health: Five appointments to watch after May 8 
By Spotlight/Daily Maverick - 8 May 2019  
Click here to access the article 

 

 

#SAElections2019: Should Motsoaledi stay? 
By Kerry Cullinan, Health-E News - 6 May 2019  
Click here to access the article 

 

 
Big shift to cheaper care 
By Katharine Child, Sunday Times - 5 May 2019 
Click here to access the article 

 IN THE NEWS…...  
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https://www.dailymaverick.co.za/article/2019-05-08-vote4health-five-appointments-to-watch-after-may-8/
https://www.health-e.org.za/2019/05/06/elections2019-should-motsoaledi-stay/
https://times-e-editions.pressreader.com/search?query=Big%20shift%20to%20cheaper%20care&newspapers=1107&start=2019-5-5&stop=2019-5-5&hideSimilar=1&hideSnippets=0&type=2&state=3
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CMS Circular 6 of 2019 called for submissions on the 

‘Classification of and Reporting on Administration 

Services: Core vs Supplementary Services.  In its sub-

mission, HFA cautioned CMS against taking a simplis-

tic approach to a subject which could have far 

reaching regulatory compliance risks for schemes 

and administrators.  HFA also stressed the                     

importance of considering the total output value to 

a scheme rather than to simply focus on the costs of 

the various services provided by an administrator 

organisation. 

HFA’s submission also emphasised several specific 

concerns as follows: 

 While the circular refers to “administration ser-

vices” and further goes on to define and list 

these, there is no such definition in the MSA. This 

raises a serious concern that regulation is being 

performed via circular. 

 The circular incorrectly points to the fact that 

administration services are currently not broken 

down for disclosure purposes (as per the provi-

sion included in Circular 48 of 2014). The require-

ment to break down administration services into 

“core” and “supplementary” services does not 

allow for varying levels and types of service of-

fered by different administrators as well as the 

varying sizes of schemes and other factors that 

make it impossible to effectively compare ad-

ministration fees and costs across these entities 

by looking at price alone.  

 The emphasis is on price as opposed to consid-

ering the value that is being delivered. If the   

focus is only on price, then Administrators will be 

inclined to take a shorter-term approach to their 

service offering and have reduced confidence 

in a long-term sustainable relationship with the 

scheme. This may lead to Administrators having 

less of an appetite to engage in long term in-

vestment in their infrastructure and in innovations 

and may lead to an erosion of the value to 

members.  HFA proposed that the CMS should 

consider providing support to Trustees by        

developing a set of guidelines that Trustees can 

utilise to assesses value that may be applied 

across the entire industry. 

 Trustees should be empowered to determine the 

contracting value of Administrators. The role of 

the CMS is to provide support to Trustees to    

ensure that they exercise their fiduciary duties 

and not to exercise their duties on their behalf.  

 The categorisation of administration services into 

“core” and “supplementary” is impractical    

given the vast differences in scheme structures 

and services rendered. The circular proposes 

that entities providing one or more 

“supplementary” administration services to 

schemes do not have to be accredited. The in-

troduction of the definition of administration ser-

vices means that this provision is in                   

contravention of the current requirements set 

out in the Act. 

 International Financial Reporting Standard 

(“IFRS”) IFRS 15 is inappropriately used for        

justifying the requirement for the breakdown of 

Administration services. The standard provides 

guidelines on reporting on contracts as opposed 

to giving instructions on how contracts should be 

constructed, as is the case in the circular 

 It is not clear in the circular how the requirement 

for disclosure of the breakdown of services will 

apply to self-administered schemes. 

 

HFA will notify members of developments. 
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The Conduct of Financial      

Institutions Bill (CoFI) was      

published by National Treasury 

during December 2018 as part 

of a ‘Twin Peaks’ model of    

financial sector regulation.  The 

COFI Bill follows the Financial 

Sector Regulation Act (FSRA).   

The CoFI Bill refers to the      

transitional framework estab-

lished by the Financial Services 

Regulation Act passed in 2018 

and suggests that aspects of 

medical scheme regulation will 

be regulated under this Act by 

2021.  An explanatory on the 

Bill, published by National  

Treasury provides the following 

explanation: ‘Medical schemes 

operate similarly to insurers in 

terms of taking premiums in 

exchange for medical related 

cover. Consideration is being 

given to strengthening con-

sumer protection related to 

services provided by medical 

schemes. For ex-

ample,     regulato-

ry          require-

ments     related to 

product design,    

disclosure and 

claims      manage-

ment should apply.  

The FSCA’s full 

powers and duties under the 

FSR Act apply in respect of 

medical schemes. However, 

the Minister of Finance has de-

termined that the Council for 

Medical Schemes (CMS) must 

exercise these powers until 31 

March 2021, but with the     

concurrence of the FSCA. The 

FSCA and the CMS are working 

together to reach agreement 

regarding when FSCA concur-

rence with CMS decisions is 

required during this transition 

period, as well as more broadly 

on how approaches to con-

duct of business and consumer 

protection issues in 

t h e  m e d i c a l 

schemes environ-

ment can be har-

monised.’ 

CMS has             

subsequently re-

leased Circular 32 

of 2019,               

emphasising its rejection of the 

CoFI Bill, viewing it as 

‘unworkable’ and ‘not in line 

with the country’s policy direc-

tion towards universal 

healthcare’. 

 

Click here to access the full              

explanatory paper on the CoFI Bill. 

 THE COFI BILL 

  ‘The FSCA’s full 

powers and duties 

under the FSR 

Act apply in re-

spect of medical 

schemes.’ 

HFA Matters is brought to you by the  Health   

Funders Association. 

 

Please contact us at maureenl@hfassociation.co.za 

or visit us at www.hfassociation.co.za 
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http://www.treasury.gov.za/twinpeaks/CoFI%20Bill%20policy%20paper.pdf

