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Certain swell-docremeritend mercro-
econtontic frends Baee el financiol
frressire on South African Heolth
serpices, These are described o this
article. The poor geositly poteiitial for
Sterte prrimary care el Natfonal
Health Iiswrarce (NHE) 5 presensed
The decline in conventional mecical
aicls giined N fmaprct on general
Practice of indefrendent practiffoner
associfions (IPAs) and otber bodies
ewhich ave linked 1o declining
systews, 5 discussed, New oftons for
JFrrivette care are disenssed Wik some
of their experiences. The integration
af these aptions with PR hased
frlicy s presented,

A1 !II'.' Fem Pract 1999 14-4409-50

KEYWORDS

Primary Health Care;
Changing Economic System;
Patient Participation.

+H% SA Famile Pracrice Oeroker 1993

‘South Africa does not have a healeh
service ... burt it does have a comples
aned developed medical servace.? This
could apply to anv country in the
wiorld, whose “health” services are
determined by a medical or treatment
muondel. Things are changing hawever,
and the change is being fuclled by
financial constraints and a changing
Mational and premedicated New
World Economic Order,® SCITINE
social justice as the prioty,

Funds available for Stare
Health Services have decreased
The State health service is funded by
the health budget, which is raised
from taxes. Figure | shows what has
happencd 1o the South Afncan healeh
budget from 1985 unnl 1993, Actual
spending has not changed much 2530
b che eeal amoum spent has
decreased signiticantly, due oo the
light of capital from South Africa in
the 1980z, causing a 30%
deprecation in the value of the
Rand,? and oo inflation causing a 10%
o 1 5% annual decrease in the neal
value of the Rand. Thus, in 1993, the
fund available for State health services
is about /3 of whart it was in 1985
(Figure 2. Severe cuts in health
service delivery, such as curtailed
services, point of service charges,
semi-privatisation, and cut-backs on
staft privileges have happened. Some
relief has come from integration of
services, and the huge growth in the
work of non-governmental
organisations ( Feure 35,
Expenditure on primary health care

i PHC) of which primary care is a
smvall part has remained at 5% of the
health budget.? The tiny State
expenditure on primary care, has
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decreased over the years, despite an
increase in demand through
population growth, increasing
unemployment, and a changing
official theoretical approach to care
based on PHC. Expenditure on State
hospital services and administration
which is 95% of the health budger,?
has declined by about 50¢% in real
terms, since 1985, I is therefore
difficulr to pay for more primary care
from the hospital budget. IF
anything, State tertiary care
{hospitals) needs to be expanded to
cowver rural and lesser urban areas
mare cffectively.?

Medical Aid mediated private
Ccare 15 stagnant

Prrivave medical aid membership is
increasing by 0,9% pa, 4 bur when
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corrected from population growth,
there is a net decrease of about 2% pa
in the percentage of the South
African population who are served by
rthe private sector {Figure 4).

A macro-cconomic view of hospiral
services [Figure 7) is taken from dara
about the private and public
services, 2810 Private hospitals appear
to be nearly 3 times less cost effective
o a population basis than State
facilities. There is a need to cvaluare
the financial management of private
hospitals if they are to become a
community resource. Private
hospitals appear 1o be a wasteful
resource for a cash strapped

| economy. The given State bed cost

per day is comprehensive, and the
prrivate fee is for the bed only.
Despite the huge fall in their funding
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over the years, State hospitals provide
a good and cost effective essennial
service to most of the population and
their funding cannoe be cut by more
than the natural attrition. Frimary
care data from the same sources,
{Figure 8) reveals disparity,
especially when medication is taken
inte account. Privare primary care
services cost 3 1o 5 times as much as
State PHC services, of which primary
care is a small part. The quality of
care 15 not cqual, and this does not
only reflect a more cost effective
State service, because State primary
care is poor and, through no faule of
the service providers, it is
undignified, becanse of long queues,
bureaucraric procedures, inadequate
facilities, lack of privacy, and
Incomsistent care.

The economic problems facing the
health service are:

1) Per capita GDI in South Africa is
decreasing,

2) The State health service is
diminishing.

3) The private health service is
diminishing.

4} The population is growing,

5) Tax is increasing.

Therefore the current care paradigm
cannot be pursued further, State
health care cannot be improved,
because funding has crashed, and
artempts o redisteibute it ane not
viable. The formulation of a new
paradigm requires an improvement in
privare care, which must fulfil the

| ﬁ::ll-l:!'-\-‘ing PEQUIrEments:

L} It muwst be cheaper by far {70 to
0% less that present costs).
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Figire 2. The Health Budget

2 It must be equitable and dignified.

3} It must have a vested interest in
health, and as such it must be
synergistic with current and future
P'HC based health policy, and
CLUETEn Stare services,

These requirements are substantiated
b review of South African
demographic facts. At least fifteen
percent of the population is
unemploved. !5 They cannot access
unsubsidised privare services,
According to Cosatu, quoting
Comell (UCT), ninety two percent
of the emploved population carn less
than BRI per month.? These could
access private services that meet the
cited requirements. Only 4% of

emploved Black people currently
afford private medical aid,'” and this
percentage is decreasing. This
demonstrates the imited scope of
Independent Practitioner
Associations ([TPAs) that are hinked to

| the cxistence of private medical aids.

Managed care options

MHI is a form of managed care, in
that such systems, involve
reEisTrarion, 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
b set up.2? Tax has doubled since
1985 and is now about one third of
Gross Domestc Produce (GDIY)

451 SA Family Practive Ogober 19913

| | Figure 5.7 The current annual cost of

private care® for 20% of the
population is B8 billion, Can
taxpavers afford WHI on rhis scale
when other social and health

[ demands are obvious? A compound-

ing factor to such a proposal is thae
per capita GIDP is decreasing (Figure
6. 11 Whilst it 1s a good idea, MHI
may not be viable ar present, because
State health expendirure, wherher
financed by tax, fee per service or
MHI levy, has reached a maximum,
and the distribution of the health
budget within the Srate service is
difficult to change because of the
60% fall in real funding since 1985,
This concurs with the COSATU
view® that there will not be a
significant long term increase in the
health budger. Norwithstanding this,
linkage of private health workers 1o
the public svstem through NHI, may
not be welcomed by the health
workers, if the contract extends
bevond mere financing,

Changes in the financial management
of private care are occurring. One
change is the advent of
comprehensive health maintenance
organisations { HMOs). Capitation
based HMOs, which are the cheapest
ter run will decrease the consumer
premium for care by 30%.12 This
means that a medical aid premium of
B400pm will decrease to E280pm.
This “hest case” situation may help
the few who are on medical aid but
dowes not serve the needs of the
majority who carn less than R1000
per month. 'S This casts doubt on the
relevance of varous foreign inspired,
comprehensive managed care
systems! 27 o South Adrica, Whilst
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State Private
Beds 34 500 13 500
Bias Medical  Surgery
%of Statc or ~ 95% 21%
Private Budget
Cost per Bed RA03 B340
per day
Cost/bed
day /head 0,0024c 00068
of population
served

Figure 7, Health Service Macro-
coineRies — Hospifal Care (5ate and
Private)

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
tor South Africans, because privare
tertiary care is inefficient as a
commmunity model however it 15

presented. Support of such models in
the USA requires the health budger
to be 12% of GDM". In South Africa
and most of the Third World, the
health budger is 3,5% 1o 6% of GDP, |
This means that one would expect an
individual who earns RI000 per
month o pay B35 o R60 per month
for care, and not B250 ar even
R180. Two managed care schemes,
with premiums in the lamer range
closed in the Western Cape in recent
maonths, 12

IPAs are being set up.2h26 The
principal behind chese business
entities is the formaton of fronts by
service providers to negoriare with
the health financicrs (mostly medical
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aids ) and consumers, to protect
income on a fee per service basis,
Such [PAs are useful whilst medical
aids exist in their present form, buot

| they do not contribute to the

achievement of Health for All. Their
modus operandi erects a barrier
between doctor and parient, withour
serving the cause of health 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.14.16
If private care is to rerain 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 miost
situations is presented, and set out in
Figure 9.1% The comerstone is
participation of people in the
management of their own health, '3
I'HC based central health policy is
the essential ingredient of presenthy

[ evolving and furure health policy, 2122

Drespite this, expenditure on State

| hospitals will continue to consume

maost of the budger, 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 communiry pesource,
and a greater private community
service contribution can be made by
primary care physicians, High
technology has no effect on health
care parameters such as mortality and

. maorbidicy, and secondary and tertary .
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| care have a marginal effect, when

they are supportive of primary care. 10
Good primary care reduces the need
for secondary and rertiary care, and
thus improves the quality of whatever
services are available [ McKoowen ), 10

The responsibilities of primary care
physicians may be summarised as:

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

- T work with svstems thar improve
access and digniey.

- T 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 thar 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 o meet the cted
responsibilities adequately. Direct
contract primary3s care offers a
chance for private primary care
physicians to meet these

Figuve 8. Health Sservice Moacm-
BCONECS PMriiaey Cave (Sle aand
Frivatel

State DPrivate
% of State or
Privare budget
used 6% lo%*
Rands per day
used (Millions) 1,095 3,506

*39% if medication is included
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PHC
Promoton of Mutrition

Marernal and child care including
family planning

Provision of adequarte water supply
Prowision of basic sanitation

Immunisation against major
| infectious diseases

i Prevention and contral of
locally endemic diseases

' Education concerning prevalent health
| problems and their prevention and control

| First Contact Care

EP5
Mo

Partial
Nao
No

Partial

Mo

Yes

Yes

Direet Contract
Yes
Yes

No

No

Yes

Yes

Yes

Figure &, Aspects of PHC roatinely™ covered ¢ Bee Per Service (EPS) and divect

cotract farimary ciare
* Renrrerrewiod i privende faaclice

responsibilities { Figure 8). This
approach to primary care is based on
the relationship between doctor and
patient. It renders the advantages of
private care, such as privacy, dignity
and patent time-cffechveness
accessible to all who earn maore than
R400.00 per month, Thus direct
contract primary care can reach about
B0% of people who are not currently
served by the private secror, because
the service is radicallv cheaper than
medical aid. Direct contract primary
care has a vested interest in health, is
optimally synergistic with FHC based
central policy {(Figure 9) and pays the
service provider at a rate higher than
the current medical aid scale of
benefits 23 Patient choice is enhanced
when it is combined with other

Savings Fund Traditional Medical
Benefit Fund
Contriburion Emplover and /or emplovee  Employer and Aor
employee
| Membership Membership number is not Large membership is required
| critical and one member usually from a group with
is sufficient a common link such as
& union or employer
Format Individual savings tapped cross subsidisation wichin the
fior benefits by contrace membership to defray the
debit order or fee per service claim of any member
Benefit Benefits based on each Srandard benefits according 1o
member's preference, rules, usually medical benefits
savings and healch. Health as opposed to health benefits
benefits are as imporrant as
medical benefics because
savings accrue from being
healchy

innovative technology such as the
point of service format and network
muaodel 22 This approach is also
synergistic with emerging private
benefit funds which offer a range of
muore comprehensive care choices

i Figure 107, Unlike conventional
benefit funds, which pool the
resources of members to defray the
miedical costs for any one of them,
uswally in favour of a preferred
provider group, the emerging funds
exist as personal savings accounts, in
which cross subsidisation of one
member by another does not occur,
The savings account may exist on its
o, or in combination with a
limited medical aid. There are 3 such
funds registered at present,?* and
others which are adaprations of
present medical aids and insurance 22
All 3 of the registered savings [unds
are inaccessible to the majority of
South Africans. Two of them,
Bensure and Clinisure, are linked o

Figure 10, Benefit Fands based on Persorial Sapings

454

%A Family Pracoe Oonoher 1992

3A Huwarsprakivk Okjober 1993



FORUM ARTICLE

... Managed Health Care

—

| Age 20 = 30 40 50 60
Contribution Low Intermediate  High High High Low
Preferred Benefits  Wellness contrace -

Prrimary Care conrract =
Primary Care fee per service

Teriary Care insurance -
Withdrawal of accrued benefits

Fignre 11, The nse of a Savings Fuond

compulsory hospital or rertdany
insurance cover, which is roo
expensive to make them into practical
opriens for lower paid people, The
third fund, Botshelo, does not link
compulsory insurance and could be
financially accessible it it were nor for
the R20L0M0 per month administration
fee per member, caused by a linkage
T & COmpurer nerwork and smart
card technology. Savings funds are
more useful as an option for small
cmplover /ee groups, where the
group lacks the numbers to form a
conventional benefit fund. Figure 11
shows how these funds can work to
provide affordable care based on
individual needs, which change
throughou lile.

Many craditional medical benefit
funds exist, and serve the needs of
large numbers of mid and lower
income employees, where they have a
commaon link, such as the union or
emplover. 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, ® |
This fund has been operative since
1965, The worker caontribution is less

than R20 per month and the fund is
ible bo pay out of pocket for any
medical intervention relating o the
members, This situation is possilile,
given time, adequate wellness
education, and a large and changing
membership who do not accrue
benefies after they leave the fund. It is
difficult for these funds o cover
dependants and pensioners.
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 carc, dental, wellness
or pharmacy contracts more viable, if
they require consistent day to day
private care, combining this with
state services or insurance for tertiary
care.2® There should be more
functional integration berween Stare
and Private practice care.

Conclusion

Two of the main changes facing
private care are the adoption of PHC
based central palicy, and the need 1o
provide a service which is synergistic
with this and which is financally
realistic for most South Africans.
Baoth are essential 1o the achicvement
of health for all. Care needs to be

455 54 Famnily Mracrice Ocpober 1593

imanaged, but this is not synonymaous
with adopting imported managed
care maxdels, or models thar include
expensive tertiary services. An interim
opportunity to meet these changes
may be provided by combining the
most cost efficent services from State
and private care. In essence this
means focusing on managed primary
care in the private sector, such as thar
Facilitared by direct contracting, and
developing greater synergy with the
State tertiary care and PHC. Stare
services need to be built up, and,
given a fixed sum available for all
services, a realistc source of revenue
for this purpose could be from the
diversion of funds from private
tertiary care into the Srate secror.
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