
As previously communicated, the link to CMSNews, became unavailable due to technical 
errors. Furthermore, some inaccuracies relating to the publication and some of the articles 
were brought under our attention.  In order to determine factual accuracy the Office of the 
Registrar at CMS conducted research and investigated possible inaccuracies. The research 
team finalised the project and an analysis report is attached for clarification regarding some 
of the articles. CMS therefore reopened the link and advise readers to read the articles in 
context of the analysis. 
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Council for Medical Schemes (CMS) supports the Department of Health in its efforts to strategically 
review the entire health system of South Africa. CMS has in the past provided input to the technical 
sub-committees of the Ministerial Advisory Committee on the proposed National Health Insurance (NHI) 
system and submitted a formal document on the NHI policy paper. 
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1. INTRODUCTION 
 

The policy context to rolling out National Health Insurance (NHI) is one which is complex, and seeks to 

implement a unique policy reform within the South African context.  NHI benefits as outlined in the 

Green Paper seek to “ensure that all South African citizens and legal residents will benefit from 

healthcare financing on an equitable sustainable basis....NHI will therefore provide coverage to the 

whole population and minimise the burden of paying directly out-of-pocket payments for healthcare 

services...” (NHI Policy Paper). The outcome of this reform will therefore have a massive impact to the 

majority lives that were not previously covered by private health insurance. And the supply side 

regulation as discussed by the Department of Health will curve escalation of private health care costs. 

 

Formulation and implementation of such a policy reform needs an incremental approach, allowing 

enough time to experiment and evaluate which interventions work; the “big bag” approach would 

therefore not work within the South African context.  The pilot process of NHI was therefore an 

important step towards implementation of NHI. Amongst other things, this approach seeks to collect 

information on how to improve health service delivery within districts; it also seeks to pilot pooling and 

purchasing of the Primary Health Care (PHC) package within districts.   

CMS fully supports the NHI implementation by the Department of Health. Also, CMS has in the past 

provided input to the technical sub-committees of the Ministerial Advisory Committee on the proposed 

National Health Insurance system and submitted a formal document on the NHI policy paper.  Amongst 

other things CMS has also undertaken the following projects so as to support the NHI process:  

• Understanding of issues relating to utilisation of private health care in the medical schemes 

environment; 

• Review of health quality outcomes within the medical schemes industry;   

• Review of alternative health care delivery models within the mining sector;  

• Prevalence of Chronic Disease in the Medical Schemes industry; and  

• Risk measurement work to facilitate prospective and concurrent regulatory interventions within 

CMS.  
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2. EVOLUTION OF HEALTH CARE REFORMS 
 

This section provides a brief overview of the evolution of health care reforms in the United Kingdom 

(UK), Netherlands, Belgium and Thailand. This analysis shows that an incremental approach is often 

applied when governments seek to improve health care delivery within their countries. 

Use of NHS example should be contextualised  

Page 2, in paragraph 15 of article 1 citation of National Health Service (NHS) as an example from the 

United Kingdom could have been contextualised to outline the NHS evolution stages as well as the 

differences between developed country reforms to a developing country. Furthermore, this outline could 

have provided more insight and lessons for the South African NHI system.  As currently presented in 

the paper there appears to be a comparison between a matured health care system to the one within its 

inception phase.  

International experience on the implementation of universal coverage often does not include a “big bag” 

approach but rather an evidence based incremental approach. The piloting phase of NHI in South 

Africa and the recent establishment of the Office of Health Standards Compliance along with the 

discussion around the establishment of the Pricing Commission are all common features of health 

sector reforms associated with achieving universal coverage.  Table 1 below provides an outline of the 

evolution of various health care reforms. 

Table 1 : Evolution of universal coverage reforms: examples from 4 countries  

Country  Evolution of universal coverage  

UK Evolution of NHS between 1946-20071 (61 years) 

- The NHS Act, brought before parliament  (1946) 

- Establishment of NHS (1948) 

- Green Paper – A First Class Service (1998) 

- NICE established (1999) 

- Modernisation of NHS ( 1997-1999) 

- Harnessing information revolution to improve efficiency and quality ( 1998-2005) 

- Creating a Patient-led NHS (2005) 

- Hospital star/league tables abolished (2006) 

- Smoking in public places banned. Framework for Action established (2007) 

 

                                                           
1
 Note: this is not an exhaustive list of all the reforms that each country has undergone , this table seeks to 

illustrates that health sector reforms often takes time. 
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Netherlands  Evolution of universal mandatory health insurance 1941-2006 (65years)  

- Introduction of mandatory insurance (1941) 

- Regulation of price setting (1970) 

- Changes in reimbursement methods (1983) 

- Mandatory participation to universal mandatory health insurance (2006) 

Belgium  Evolution of Socialist Mutual Health fund (159 years) 

- The State officially recognised sickness funds (1851) 

- Creation of “La Solidaritye” 1st Mutual Help Society  (1869) 

- Mutuality Act promulgated (1894) 

- The first compulsory insurance against accidents at work established (1903) 

- Draft agreement on Social Solidarity laying the foundations for the Social Security Act of 28 December 1944 

- Introduction of social insurance (1945) 

- Health Insurance Act (1963) 

- Extension of Heath insurance to public sector workers (1965) 

- Extension of health insurance to students, disabled people (1969) 

- A fixed budget for each subsector of health care was introduced (1991-1993) 

- The sickness funds are made partially financially accountable for their health care expenditure via a new 

payment system (1994) 

- A new law regarding the provision of complementary services (2010) 

Thailand  Evolution of Universal Coverage   

- Medical Welfare Scheme (MWS) for the poor, initiated (1975) 

- Civil Servant Medical Benefit Scheme (CSMBS) established  1978 

- Subsidized Voluntary Health Card Scheme (VHCS)  began  (1983) 

- The Social Security Scheme (SSS), launched  (1990) 

- Implementation of Universal Coverage Scheme (UCS) of national health insurance (2001) 

- National Health Security Office (NHSO) transferred the devolved purchasing role to 13 regional branch offices 
(2006) 

 

3. DECENTRALISATION OF HEALTH CARE SERVICES  
 

Decentralisation of Health Care Services in South Africa 

Page 2, paragraph 14 of article 1 argue that “...decision making in the public system has been 

centralised (within provinces) and politicise...” International experience on devolution of power displays 

that decentralisation of health services is a complex and fragile process. Care is needed to prevent 

increasing inequity, increased administrative costs, fragmentation, and avoid any weakening in 

strategic direction, national coordination and cohesion (Collins & Green, 1993).  In order to prevent this, 

the decentralisation process needs to be carefully monitored on an on-going basis especially given the 
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legacy of apartheid and inequalities in South Africa. Since 1994 the health system in South Africa has 

been undergoing various reforms. The national vision for delivery of health services is primary health 

care (PHC) through a decentralised, municipal based, district health system (DHS) approach.  

 

The implementation of the District Health System (DHS) in South Africa saw some progress in 

devolution of power and responsibilities from higher spheres of government to the lower spheres. In 

spite of the documented challenges the following progress was recorded in the past :- 

a) Functional integration of services delivery including: 

- Devolution of municipal health services to District Municipalities as per Cabinet 

decision in 2002 for implementation from 2004; and  

- Devolution of environmental health services from provinces to local municipalities.  

b) Rationalisation of health care services provided by provincial and municipal clinics to eliminate 

fragmentation and duplication. 

c) Appointment of Regional and District managers to coordinate care provided within districts. 

d) Use of a District Health Information System to enable better understanding of health challenges  

with regards to provision of care within each facility.   

e) Inter-sectoral collaboration between the Department of Health, provinces, local government  

and NGO’s to improve the provision of district health services.  

With regards to challenges on decentralisation the Department of Health’s 2010/11-2012/13 Strategic 

Plan outlines that as part of overhauling the public sector, “the department will strengthen the 

decentralised management of health districts for local accountability, the health sector will ensure that 

District Management Teams (DMTs) are established in all 52 Districts, and that all Districts establish 

District Health Councils.” 

4. REVENUE GENERATION OPPORTUNITIES THROUGH PRIVATE WARDS  
 

Over the past years, private wards have been implemented on a small scale within public hospitals in South 

Africa. The objectives for these wards include revenue generation as well as wider benefits to the public 

health system. 

Some public hospitals have “Private wards /Folateng Units “ 

Page 3, paragraph 18 of article 1; argues that “...the National Department of Health amongst other 

things has failed to implement the development of private beds in public hospitals...” It is important to 
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note that there are private wards and/or Folateng Units within certain hospitals in the public sector.  The 

key objective of these units/wards is to raise revenue for the public sector through creation of hotel 

facilities and to attract medical aid patients and private patients paying out-of-pocket.  Table 2 below 

provides an outline of occupancy rates within some of these private wards between 2008-2009 in Gauteng 

and Western Cape provinces.  As can be observed Charllotte Maxeke and Tygerberg hospital had high 

occupancy rates implying that there were private patients utilising these private wards.  

Table 2 : Bed occupancy rates of Folateng wards (2009)2 

 

  Public Hospital   Bed Occupancy  
 

Charlotte Maxeke  80%  

Helen Joseph   40%  

Pretoria west Hospital   50%  

Sebokeng Hospital   21%  

Tygerberg Hospital  67-70% 
 

In addition to the implementation of private wards in Tygerberg hospital by 2003/04 it seemed to have lead 

to a total hospital revenue increase of 31 percent compared to the previous year (in real terms) (Wadee & 

Gilson, 2007). Wadee and Gilson further stated that “there were visible benefits to the hospital as a whole 

resulting from the revenue raising potential of the private wards”. They also observed that “Even though 

revenue generated by the private wards was not retained directly by the hospital. Provincial Treasury 

through annual budget negotiations, allowed any over-recovery of fees above a predetermined amount to 

be allocated back to the hospital for expenditure on capital items...” (Wadee & Gilson, 2007).   

5. FINANCIAL PROTECTION  

5.1 Contributory schemes do not always respond better to family and community 

preferences 

 

Page 1, in paragraph 5 of article 1; stated that “...contributory schemes ...respond better to family and 

community preferences....” cannot be supported by the beneficiary complaints data presented below.  

CMS resolves thousands of complaints every year - and this number keeps growing. As consumers of 

health care, beneficiaries of medical schemes should get value for their hard-earned money and must 

continue to enjoy protection against unpredictable and potentially catastrophic health events. CMS 

consistently adjudicates complaints from members of medical schemes where some schemes fail to 

                                                           
2
 Source: Health Systems trust article and Gauteng Health report on Folateng Units within the province.  



 

offer the desired financial protection for their members. Below is an analysis of CMS 2011 and 2012 

valid complaints. 

The Office of the Registrar adjudicated on 5556 valid complaints in 2011 and 5698 valid complaints in 

2012, 34% of these complaints in 2011 and 33% in 2012 were ruled in favour of the complainant. For 

the complaints ruled in favour of the complainant in the

2011 related to the short-payment or non

Short-payment of PMB claims mostly relate to claims that are settled at “scheme rate”, which increased 

from about 16% in 2011 to 26.52% in 2012. Non

administrative class of complaints ruled in favour of the complainant where at 22% for both 2011 and 

2012. 

Figure 1 below provides an illustration 

these complaints is attached in annexure 1

 

Figure 1: Complaints ruled in favour of the complainant for 2011

 

5.2 Fraudulent activities are not only a characteristic of 

health schemes  
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on matters relating to misappropriation and misuse of medical schemes’ funds within the medical 

schemes market.   

Over the past years, CMS has identified several issues relating to misappropriation of members money 

at a level of the trustee boards and executive management of medical schemes. Notable 

misappropriation and misuse of these funds happened where trustee boards and executive 

management have financial interests. 

CMS has therefore investigated and litigated on issues such as: 

1) Irregular and exorbitant remuneration for trustees and executives.  

2) Trustee and executives have been discovered contracting for schemes with their family owned 

companies.  

3) Instances where there has been investment in entities unauthorised where trustees/ executives 

hold shares.   

4) Use of medical scheme funds for leisure by executives, their families and friends.  

5) Ambiguous donations and sponsorships.  

In order to address such matters, CMS legal fees along with inspection/ investigation fees have 

increased significantly due to prospective, concurrent and retrospective regulatory interventions where 

corrective measures such as the removal of the Board of Trustees, publication of Fit and Proper 

Standards, publication of Corporate Governance Guidelines, trustee training and education, inspection 

of medical schemes, placing schemes under curatorship and close monitoring of schemes through risk 

measurement tools have been applied.  

All these initiatives are geared towards improving corporate governance within the medical schemes 

industry since such transactions have massive opportunity cost for members threatening access to 

health care, equity and outcomes.  

Beyond CMS experience, other stakeholders within the industry have published studies or commented 

on the magnitude and the degree of fraudulent behaviour involving providers, members, some 

administrators, some brokers, and other parties. 

The above illustration indicates that contributory schemes also experience challenges with regards to 

fraud and misappropriation of medical schemes’ funds.  
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6. REIMBURSEMENT OF PRIVATE PROVIDERS  
 

NHI reimbursement methods   

Article 8’s discussion on reimbursement of doctors does not take into consideration responsiveness of 

clinical practice to health care quality outcomes and important measures to contain escalation of costs 

in the private sector. CMS believes that reimbursement of doctors should always take into account 

affordability and health quality outcomes.  

There is numerous evidence indicating that the way in which doctors are rewarded for their services 

has a significant impact on the health care system as a whole. Fee-for-service reimbursement method 

has massive problems when compared to capitation payments or payments by DRG’s. In a fee-for-

service market providers might increase their returns by producing more services. This increase in 

volume will have an impact in the overall health expenditure whilst reimbursement models such as 

capitation may be efficient as it encourages doctors to compete for patients on the basis of the quality 

of their care, so that by attracting patients their income increases. 

7. CONCLUSION  
 

Some of the current articles covered in the last CMS News are very broad in nature and reflect opinions 

expressed by the contributors. Limitations thereof are that most of the covered articles do not reflect 

challenges experienced by both public and private health care markets. Furthermore, the definition of 

universal coverage is applied with no reference to equity.  However, it is known and accepted that the 

public and private health care in South Africa currently is highly inequitable and there is no universal 

coverage for the entire population.   

In conclusion, the contextual factors influencing service delivery within developed countries are not 

always the same as those experienced by developing countries. The articles reviewed do not cover 

these characteristic differences in detail. 
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9. ANNEXURE 1  
 

Nature of Complaint 
Nature of Complaint 2 

Nature of 
Complaint 3 Nature of Complaint 4 2011 2012 

ADMINISTRATIVE Contributions and benefits Annual Increase 1   

Benefits suspended – non-payment 1 6 

Contributions misrepresented 14 9 

Incorrect Contributions 5 19 

Limits on benefits 6 2 

Other 3   

Premium increase without prior notice 1 4 

Inaccessible networks Provider not accessible 1 2 

Restriction on Choice of Provider 1 2 

Information not received from the 
scheme 

Brochures / BOT information not received 2   

General customer service 21 30 

Incorrect information from scheme 31 26 

Membership Certificate / Tax Certificate not received 7 7 

Other 3 1 

Medical Savings Account Clawback of funds 3 3 

Other   1 

Refund not received / processed 3 9 

Other 1   

Payment of benefits Paid from incorrect benefits 10 10 

Reversal of a claim Claim paid in error 6 2 

Member terminated 4 2 

Section 59 / Reg 6 1 3 

Sub-limits in option 3 4 

Short payment Administration error 20 14 

Other 1   

Section 59 / Reg 6   1 

Sub-limits in option 79 77 

Unpaid account Account not received / submitted / 
stale 46 79 

Administration error 30 41 

Benefits exhausted or excluded 10 36 

Incorrect information on account 18 13 

Legal fees / interest 1 1 

Member terminated 5 6 

No Banking Details 2 1 

Other 2 4 

Refund not received / processed 24 34 

Section 59 / Reg 6 2 3 

Sub-limits in option 162 106 

Pre-authorisation Information Outstanding 24 25 

Late authorisation penalties 1 2 

Non-disclosure investigation   7 

Other 35 5 

Rejection of membership application Dependent not eligible 5 3 

Discrimination 8 6 

Other 4   

LEGAL / COMPLIANCE Fraudulent assignment 2   

Governance 2 2 

Incorrect Advice   1 

Late joiner penalties 15 9 
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Membership status Other   3 

Suspension Contributions not Paid 4 13 

Other   1 

Unauthorised Deductions of 
contributions 2 4 

(blank) 6   

Termination Contributions not Paid 9 7 

Material Non-Disclosure 9 2 

Other 16 2 

Unauthorised Deductions of 
contributions 6 11 

Misrepresentation 1   

Other 1 2 

Unethical conduct 12 4 

Waiting periods General waiting periods 15 13 

  Pre-existing conditions 19 11 

TECHNICAL / CLINICAL 

Non-payment 

NON-PMB 

DSP 2 3 

Exclusion of condition 11 5 

Formulary 4   

Incorrect coding 5 5 

Information Outstanding 2 2 

Protocol 14 9 

Provider irregular billing   1 

Sub-limits in options 4 8 

PMB 

3rd party claim 3 4 

DSP 22 28 

Exclusion of condition 12 13 

Formulary 42 23 

Incorrect coding 19 21 

Information Outstanding 16 28 

Other 6 3 

Paid at scheme tariff 37 74 

Paid from savings account 16 16 

Protocol 64 74 

Provider irregular billing 4 1 

Sub-limits in options 105 46 

Reversal of claim 

NON-PMB 

Incorrect coding 1   

Sub-limits in options   1 

PMB 

3rd party claim   1 

DSP 2   

Formulary 1 1 

Incorrect coding 1   

Other 2   

Sub-limits in options 5 2 

Short-payment 

NON-PMB 

DSP 8 1 

Exclusion of condition 2 1 

Formulary 1   

Incorrect coding 10 4 

Information Outstanding 8 6 

Protocol 8 6 

Provider irregular billing   1 

Sub-limits in options 15 8 

PMB 

DSP 149 134 

Exclusion of condition 2 1 

Formulary 24 15 

Incorrect coding 29 38 
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Information Outstanding 10 28 

Other 4 1 

Paid at scheme tariff 259 422 

Paid from savings account 23 43 

Protocol 60 37 

Provider irregular billing 11 3 

Sub-limits in options 120 61 

Grand Total 1869 1870 
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