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Neil Hetrrd qualiticd as a rneclicirl
practi t ioner in 1981. Hc sper.rt  abor-rt  l0
vcars irr r lr iorrs fui ic.rrr st ir te scrviccs,
urrrkirtg i  n surgcrr ' .  obstctr ics,
community healtl-r irnd p:recliatrics. I)r
Hcard is currcntlv a Gencrtrl Prlctiti<lner
in Clarcmont, Capc. Hc is also tr
p:-rrticipant in, ancl origin:rtor of a dircct
contracting managcd prirnan' care
nebvork, that uses a point of scn'ice
(POS) fbrn-rat to ficilitatc paticnt cl.roice.
Hc is interestcd in the trchier.cnrent of
hcalth for all and thc fur.rctional
ir-rtcgr:rtion of health sen'ices t<> this cnd.

'South Afl ' icrr cloes not hrtvc rr hcrr l th

scrvice .. .  but i t  ct lcs hrrvc rr conrplcx

rrnrl  clcvckrpccl urecl icrr l  scn-icc'. I  This

coLrlcl  applv to r lnv c()untrv in the
u o t l t l ,  n  l rose  'hc : r l th '  sc r r  i ccs  . r l c

detclrlinccl b1, rr t't-ta.tta,,t ()r trcittllcut
I loclcl .  I 'hings rrrc chrrnqir-rg honevcr' ,

ancl the chirr.rgc is bcir-rg f ircl lcd bv
flnirncial colrstr i l ints rrnd r-L ch;.rnqing

N;.rtional rrncl prcr-ncclitatcrl Ncn

lVorlcl  L,cononric ()rcler,( '  sett i  nq

soc i r r l  j t r s t i cc  r ts  1 l1s  P ; ' i1v1 ' i11  .

Funds ar.ailrrble for Str'Ltc

Heirlth Scrvices havc clecrcasccl
'I-l.rc 

St;rtc herrlth se rvicc is firnrlccl lrv
tl-rc health buclgct, n'hich is rir isccl
fi 'our taxcs. FigLrrc I shous ulrat hrrs
happcned to thc South Afiicrru l.rerrlt lr
buclget f l 'orl l9[]5 unti l 1993. AcrLrrl
spcnrlit-tu hls t-tot chiurgccl 111uch,2.5..i{)
but tl-re rcal rrnrolrnt s1-rcnt has
clecrcasecl significrrntli', cluc to the
flight of crr.iritrrl fi-onr South Afiicrr in
the l9[i0s, crursir.rg rr 50%,
cleprccintion in tl-rc vit luc of thc
Rancl,.3 irncl to ir.rflltion crtusinq rr l0%
to I5% r'tnnual clecrcrrse in the rcrrl
valuc of thc ltrrncl. 

-l ' l .nrs, 
iu 1993, thc

fiurcl irvarilrlblc firr Strrte l-rcrrlth scrviccs
is alrout l/u of n'h;rt it u' irs in 1985
(Figurc 2). So'cre cuts in l 'rellt lr
scrvice clcliven,, sr.rch ls cLrrtailccl
serlices, 1-roir-rt of scrvicc chirrucs,
scrl i - privr-rtisation, i-rnd c Ll t- brrcl(s ()n
sttrff priviIcgcs hrrvc hrr;rprcncc1. Sonrc
rclicf l-ras comc fior.r.r intesntion of
sen'ices, irncl thc huuc grou'tli in tl.rc
utork of nou govcrnr-nentrrl
orgirnisrrtions ( Figr-rrc 3 )+.
F,x1.rcncliture ou priurrrn, health carc
(PHCI) of u'l.ricl'r primr.ul cirrc is rr
sn-rrill part hars rcr-nlinccl rrt 5% of thc
hcrrlt l .r buclget.2 Thc tinl ' Strrtc
expcnditure or-r prinrart' crtre , hr'rs
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decreased over the years, despite an
increase in demand through
populat ion growt h.  increasi r rg
unernplovment .  and a charrg ing
otlcial theoretical approach to care
based on PHC. Expenditure on State
hospital services and administration
r.vhich is 95% of the health budget,2
l-ras declined by about 50% in real
terms, since 1985. It is thereforc
di l f icu l t  to  pry for  morc pr imar l  care
from the hospital budget. If
anything, State tertiary care
(hospitals) needs to be expandcd tcr
covcr rural and lesser urban areas
more effectivelv.9

Medical Aid mediated private
care is stagnant
Private mcdical aid membership is
increasing by 0p% pa,l4 but when

... Managed Health Care

corrected fiom popr"rlation growth,
there is a nct decrease ofabout 2% pa
in the percentagc ofthe South
African population rvho are scn ed by
the private sector (Figure 4).

A macro-economic vierv of hospital
selices (Figure 7) is taken frorn data
about the private and pr"rblic
ss1vigs5.2,8'10 Private hospitals appear
to be nearly 3 times less cost eflective
on a population basis than Statc
facilitics. There is a need to evaluatc
the frnancial management of private
hospitals if they are to become a
community resource . Private
hospitals appear to be a wasteful
resourcc fbr a cash strapped
cconomy. The given State bed cost
per day is cornprehensive, and the
private fbc is for the bed onlv.
Despite the huge fall in their ftinding

over the years, State hospitals provide
a good and cost effective essential
service to most of the population and
their funding cannot be cut by more
than the natural attrition. Primary
care data from the same sollrces)
(Figure 8)  rc leals  d ispar i ty .
especially lr,hen medication is taken
i r t to  accotrnt .  Pr ivatc pr imary care
serwices cost 3 to 5 times as much as
State PHC services, of which primary
care is a srnall part. The qualitv of
care is not equal, and this does not
only reflect a more cost effective
State service, because State primarl
care is poor and, through no fault of
the ser-vice pror iders. it is
r-rndignified, because of Iong queues)
bureaucratic procedures, inadcquate
facilities, lack of privacy, and
inconsistent care.

The economic problems facing the
health sen'ice are:

l) Per capita GDP in South fuiica is
ciecrcasing.

2)  Thc Statc heal th serv icc is
climinishing.

3)  The pr i \a tc  heal th ser-v icc is
diminishing.

4)  Thc populat ion is  growing.
5) Tax is increasing.

Thcrcfore the current care paradigm
cannot be pursued ftirther. State
health care cannot be improved,
because ftinding has crashed, and
at tcmpts to redis t r ibutc i t  are nor
viable. The fbrmulation of a ner,v
pl radigm requires an improven)ent  i l l
private care, u,hich must fulfil the
f ic l lorv i r rg rcqui remel l ts :

I ) It must be cheaper by far (70 to
90% less that present costs).

I-igure 1. Changes in tbe Sr,wtb Afncan Healtb Budget 1985-1993 2 5,30

Real (with nf lat ion and depreciaton)
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. . .  Managed Health Care

Hospitals and Administration
PHC (Primary care is one of I pans ot PHC)

I--igtrre 2. 7he ltealth lluclget

2) It must be equitable and dignified.

3) It must have a vested interest in
health. and as such it rnust be
synergistic with current and future
PHC based health policy, and
current State services.

These requirements are substantiated
by review of South African
demographic facts. At least fifteen
percent of thc population is
unemployed.ts They cannot access
unsubsidised private serviccs.
According to Cosatu, quoting
Cornell (UCT), ninety two percent
of the employed population earn less
thar-r RI000 per month.e These could
access private services that meet the
cited requirements. OnIy 4% of

employed Black people currently
afford private rnedical aid,tz 

"n6 
,n't

percentage is decreasing. This
demonstrates the limited scope of
Independent Practitioner
Associations (IPAs) that are linked to
the existence of private medical aids.

Managed care options
NHI is a form of managed care, in
that such systems) involve
registration, use consumer premiums.
management protocols, restricted or
controlled formularies and preferred
providers. It has been proposed that
an NHI fund, to pay for private care
be set up.zz Tax has doubled since
1985 and is now about one third of
Gross Domestic Product (GDP)

Figure 5.7 The current annual cost of
private care8 for 20o/o of the
population is R8 billion. Can
taxpayers afficrd NHI on this scale
when other social and health
demands are obvious) A compound-
ing factor to such a proposal is that
per capita GDP is decreasing (Figure
6).tt YYn'tr, it is a good idea, NHI
may not be viable at present, because
State health expenditure, whether
fir-ranced by tax, fec pe r se rvice or
NHI ler.y, has reached a maximum.
and the distribution of the health
budget within the State service is
difficult to change because of the
60% fall in real funding since 1985.
This concurs with the COSATU
viewe that there will not be a
significant long term increase in the
health budget. Notwithstanding this,
linkage of private health workers to
the public system through NHI, may
not be welcomed by the health
workers, if the contract extends
beyond mere financing.

Changes in the financial managernent
of private care are occurring. One
change is the advent of
cornprehensive health maintenance
organisations (HMOs). Capitation
based HMOs, which are the cheapest
to run will decrease the consumer
premium for care by 30%.ta This
means that a medical aid premium of
R400pm will decrease to R280pm.
This 'best case' situation may hslp
the few who are on medical aid but
does not serue the needs of the
majority who earn less than Rf 000
per month.ls This casts doubt on the
relevance of various foreign inspired,
comprehensive managed care
slstemsrl,27 to South Africa. \44rilst
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Figure J. Growtb in the mailing list of tbe Healtb .for All Resource
Seruice 1985-199j, as an index of growtb in the contribution of
nongouernmental Organisations to bealth seruices

981 |  q8a 986 9EE . -  -  |  qqo

Figure 5. Ta.x and, Gouemmmt eryenditure as a Wcelxtage of GDP

Figure 4 Cbange in Medical Aid Membersbip in Soutb Africa
1987:1OOo/o (Venter R)

Figure 6. Cbange in Gross National Product (Gnp)tt
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State Frivate
Beds a+ lgQ 

' '  13 500
Bias Med"ica'l S*g.ry
%ofsrare ci :  gibn",  .  z\ 'h.
Private nu{Sef 

; j :; :' . .

Cost per B9d R603 43+O
per day .'
Cox/bed/ ""
day/head 0,0024c 0,fr)68c
of population
served

Figure 7. Healtb Seruice Macrc>
economics - Hospital Care (State and
Priuate)

care needs to be managed,
comprehensive HMO type managed
care , which includes private tertiary
care, is as limited in usefulness to
South Africa as it is limited in access
to South Africans. because private
tertiary care is ineficient as a
community model however it is
presented. Support of such models in
the USA requires the health budget
to be 12% of GDP. In South Africa
and most of the Third World, the
health budget is 3,5% to 6% of GDP.
This means that one would expect an
individual who earns RI000 per
month to pay R35 to R60 per month
for care, and not R250 or even
Rl80. Two managed care schemes,
with premiums in the latter range
closed in the Western Cape in recent
months.l2

IPAs are being set up.2o'20 16.
principal behind these business
entities is the formation of fronts by
service providers to negotiate with
the health financiers (mosdy medical

... Managed Health Care

aids) and consumers) to protect
income on a fee per service basis.
Such IPAs are useful whilst medical
aids exist in their present form, but
they do not contribute to the
achievement of Health for All. Their
modus operandi erects a barrier
between doctor and patient, withor-rt
serving the cause ofhealth or the
wellbeing of the majority of South
Africans. IPAs operate in the
diminishing medical aid environment
and as such cannot be seen as part of
a paradigm shift in the provision of
care. The 'market' in which they have
elected to operate is crumbling.t+'t0
Ifprivate care is to retain relevance
then its true market must be the
community as a whole .

Primary Health Care
PHC has no set definition, although
that which is common to most
situations is presented, and set out in
Figure 9.ts The cornerstonc is
participation of people in the
management of their own health.l3
PHC based central health policy is
the essential ingredient of presently
evolving and future health policy.zt,zz
Despite this, expenditure on State
hospitals will continue to consume
most of the budget, because they are
there and have a powerful academic
lobby group. State primary care
services will remain poor and under-
funded, because there is no more
money. Private hospitals are
inefficient as a community resource,
and a greatcr private communiry
service contribution can be made by
primary care physicians. High
technology has no effcct on health
care parameters such as mortality and
morbidity, and secondary and tertiary

care have a marginal effect, when
they are supportive of primary 6n1s.10
Good primarl care reduces the need
ficr secondary and tertiary care, and
thus improves the quality of whatever
selices are available (McKoewen).t0

The rcsponsibil i t ies oFprimary care
ph),sicians may $s summarised as:

- The delivery of primary care that
can reach most people.

- To work with systems that improve
access and dignity.

- To work with systems that are
synergistic with other services and
PHC based central policy.

Primary care is the interface of the
health service with the public, and
the fact that private primary care has
been too expensive and State primary
care has been too poor, have limited
access and dignity and denied
primary care physicians the
opportunity to meet the cited
responsibilities adequately. Direct
contract primary2s care oflers a
chance for private primary care
physicians to meet these

I.'ignre B. Healtb Seruice Macro-
economics Primaryt Care (State and
Priuate)

Private
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PHC
Promotion of Nutrition

Maternal and child care includirrg
family planning

Provision of adequate water supply

Provision of basic sanitation

Immunisation against rnajor
infectious discases

Prevention and control of
locally endemic diseases

Education concerning prevalent health
problems and their prevention and control

l'ust Uontacl (,are

... Managed Health Care

FPS Direct Contract
No Yes

Partiai Yes

Yes

innovatir,e technologl, slrch as the
point of sen'icc fbrmat and network
n-rodel.23 This approach is also
s1'nerg is t ic  rv i th  crnerging pr ivate
benefit funds r'vhich ofFer a range of
more comprehensir,e care choices
(Figure 10). Unlike conventional
bcneflt ftinds, rvhich pool the
resources of members to defra), thc
medical costs fbr any one of them,
usualll, in fhyour of a Prefbrred
provider group, the crnerging fur-rcls
exist as personal savings accounts, ir-r
rvhich cross sr,rbsidisation of one
rlember by another docs not occur.
TIre sar ings account  may'cx is t  on i ts
own, or in con-rbination with a
Iimited mcdical aid. There are 3 such
firrrds registered at P1'E5s11t.2+ and
others rvhich are adaptatior-rs of
prcsent medical aids and insurance.28
All 3 of the registercd savings funcls
are inaccessiblc to the majority of
Soutl"r Afi'icans. Trvo of ther-r-r.
Bensure and Clinisurc, are linked to

NoNo

Figttre 9. Aspects rtl'PH(,'roL:tinelyr) coL,erecl b-y Fee Per Seruice (ItPS) ctttd direct
co] lt rlct pn tlt d t)' cd re
* I?emurteratcd in Priuate praclice

responsibil i t ics (Figurc B). This
approach to prirnaq,.care is bascd on
tl-rc relationship betrvcen doctor and
pltient. It renders the advantagcs of
private care, such as Privac\,, digniq'
lnd pat icr r t  t i  me-cf lcct ivencss
accessible to all u'ho earn more thalr
R400.00 pcr month. Thus direct
contract primary care can rcach abor-rt
B0% of peo;rle r.r'ho arc not currcntlv
sen'ed by tl-rc private scctor, becausc
thc sen'ice is raclicalll'cheaper than
rncdic: r l  l id .  Di rcct  contr rc t  pr i rnan
care has a vcsted interest in health, is
optimalh, s1'nergistic rvith PHC based
central policy (Figr-rre.9) irnd parys the
sen'ice provider at a rate l'righer than
the current medical aid scale of
benefits.23 Patient choice is enhanced
u'hen it is con-rbined rvith other

Savings Fund Traditional Medical
Benefit Fund

Contribudon Employer and/or employee 
:ilf;""i..J 

and/or

Membership Membership number is not Large membership is required

is sufiicient a common link"such as
union,or:.tol"utt. 

,
Fonnat Individual sar.ings tapped cross subsidisation rvithin the

for benefits by (ontract membership to defray the
debit order or l-ee per service claim of any member

Bene&t Binefits based on'each ' Standard benefirs according to
member's 

?1.ft1:n.l 
rules, usually medical benefits

savings and health. Hcalth as opposed ro heairh benefits
benefis are as important as
*.ai.Jil;ilr#* 

^
savings accrue from beinq
i ; J f iy . . - - . - - . - . ' - -  

o

h-igt.rre 10. Bene.fit l"tntds based r.tn Personal Sauin.qs
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Age

Figure 11. The use o/'a Sattings Ftmd

compulsory Irospital or tertiary
irrsurance cover, which is too
expensive to make them into practical
options for lower paid people. The
third fund. Botshelo. does not link
compulsory insurance ar-rd could be
financially accessible if it were not fbr
the R20.00 per month administration
fee per member, caused by a linkage
to a computer network and smart
card technology. Savings ftinds are
more useful as an option fbr small
employer/ee groups) where thc
group lacks the numbers to form a
conventional benefit ftind. Figure ll
shows how these funds can work to
provide affordable care based on
individual needs, which change
throughout life.

Many traditional medical benefit
funds exist, and serve the needs of
large numbers of mid and lower
income employees, where they have a
common link, such as the union or
employer. Usually the services of
these funds are limited to a preferred
provider organisation or limited in
other ways. One fund which is not so
limited is that of a factory in Paarl.2e
This fund has been operative sincc
1965. The worker contribution is less

than R20 per molltll and the fund is
able to pay out ofpocket for any
medical intervention relating to the
members. This situation is possible,
given time, adequate wellness
education, and a large and changing
membership who do not accrue
benefits after they leave the fund. It is
difficult for these firnds to cover
dependants and pensioncrs.
Individuals or small employer/ee
groups do not have access to such
funds and may find personal savings
funds with linked services such as
direct primary care, dental, wellness
or pharmacy contracts more viable, if
they require consistent day to day
private care, combining this with
state ser-vices or insurance for tertiary
care.2S There should be more
functional integration between State
and Private practice care.

Conclusion
Two of tie main changes facing
private care are tl-re adoption of PHC
based central policy, and the need to
provide a service which is syncrgistic
with this and which is financially
realistic for most South Africans.
Both are essential to the achievement
of health for all. Care needs to be

managed, br-rt this is not synonymous
with adopting imported managed
care models, or models that include
expensive tertiary services. An interim
opportunity to meet these changes
may be provided by combining the
most cost eflicicnt services from State
and private care. In essence this
means fbcusing on managed primary
care in the private sector, such as that
facilitated by direct contracting, and
developing greater synergy with the
State tertiary care and PHC. State
services need to be built up, and,
given a fixcd surn available for all
services. a lealistic solrrce of revenue
for this prlrpose could be fi'om the
diversion of fuuds fiom private
tertiary care into the State sector.
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