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Abstract

Patients expect the provision of quality care from the healthcare system, whether they are in the public sector or the private 
sector. One method amongst many of ensuring the provision of quality care is through the use of medicine. This paper 
aims to answer the question: what is the value of medicine and how is this related to the quality of the care that patients 
receive? To this end, the paper explores these concepts through a structured approach, firstly discussing the value and 
quality of care. By drawing on debates that have taken place in the international literature and applying these to the South 
African environment, an approach is provided to discuss the quality of care patients receive within the context of medicine 
consumption. Numerous tools are provided, including the three dimensions of quality and the different perspectives on 
quality. To improve the quality of care, consideration should be given to the regulatory framework, continuous quality 
improvement models, market competition and payment incentives. The paper has not aimed to provide readymade solutions 
for quality gaps in the healthcare system, nor does it pretend that a solution is easily achievable without concerted effort 
from all healthcare stakeholders. The paper makes a contribution to the growing body of knowledge accessible to healthcare 
stakeholders with which to discuss the value of medicine in improving quality of care.
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Introduction
Patients expect the provision of quality 
care by the healthcare system, whether 
they are in the public sector or the 
private sector. One method amongst 
many of ensuring the provision of qual-
ity care is through the use of medicine. 
The consumption of medicine therefore 
is a valuable tool in the armamentarium 
of the healthcare system with an impact 
on the quality of care of patients. 

These assertions may at first glance 
seem elementary and unworthy of fur-
ther discussion. On the contrary, the 
contribution that medicine makes to 
the health of our nation is of national 
importance, especially when provincial 
public health spending on medicines 
(other current expenses) is expected 
to grow above personnel expenditure 
in the foreseeable future. (See Table I 
below.1)
In the private sector, medicine contrib-
uted 22.27% towards the total benefits 

paid to privately insured patients in 
2003.2 In addition, medicine benefits 
paid have consistently featured as the 
second highest contributor towards to-
tal benefits paid since 1997, exceeded 
only by private hospital benefits.3 
Numerous questions immediately arise 
from this scenario. One of primary con-
cerns in this paper is, if medicine con-
tributes substantially to total healthcare 
expenditure, what is its value and how 
is this related to the quality of care? To 
answer this question it is necessary to 
provide a clear explanation of what we 
mean by value and quality in the con-
text of health care. This explanation will 
then aid in discussing the link between 
the value of medicine and improving 
quality of care. 

What is value?
In the eighteenth century, Adam Smith 
was the first to propound the concept 
of value in classical economic terms. 

He explained that value is determined 
not only by usefulness to man, but also 
by scarcity.4 Value was thus derived 
from the benefits an object provided 
to man and from its availability. In the 
early twentieth century, Mill was also 
concerned with the concept of value. 
He noted that “the use of a thing … 
means its capacity to satisfy a desire 
or serve a purpose … value in use”.5 
When applied to the central question in 
this paper, value is concerned primar-
ily with the usefulness of medicine from 
the perspective of the patient. It is also 
concerned with whether a medicine 
has satisfied the healthcare need of 
the patient, i.e. whether it has achieved 
the desired therapeutic outcomes and 
restored the patient to good health. The 
value of medicine therefore lies in its 
ability to achieve desired therapeutic 
outcomes that are not available through 
other methods or at costs significantly 
lower than those of other interven-

Expenses 2000/1 2001/2 2002/3 2003/4 2004/5 2005/6
Annual 
change

Personnel 20287 20614 20402 21226 21556 21810 0.9 %

Other current 8011 9128 9888 10002 10801 11073 6.5 %

Table I: Provincial health spending trends by economic classification
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tions.6 This notion of value – the cost of 
medicine to the patient – introduces an 
element that is beyond the scope of this 
paper. Suffice it to say that, for the pur-
poses of this paper, value is predomi-
nantly concerned with the consumption 
of medicine. 

The value of a medicine is directly 
related to the usefulness of the medicine 
– its utility. Furthermore, the benefits ac-
crued to the patients in consuming the 
medicine, the need for the medicine 
derived from the health status of the pa-
tient, and alternatives available to reach 
the same or similar outcomes are all 
directly related to the utility of medicine.6 
“Utility is indicative of the total needs 
satisfaction which a consumer derives 
from the use of a product/service within 
a given period.”4 It stands to reason that 
a patient would want to maximise the 
utility of a medicine by ensuring that 
the greatest benefit is obtained from the 
use of the medicine, and by matching 
his/her healthcare need with the best 
medicine available. This process is not 
undertaken single-handedly by the pa-
tient, but is done with the assistance of 
healthcare providers. 

What is quality?
Quality of care is defined by the Insti-
tute of Medicine in the United States of 
America as “the degree to which health 
services for individuals and populations 
increase the likelihood of desired health 
outcomes and are consistent with cur-
rent professional knowledge”.7 In this 
definition, health services include all 
forms of health-related interventions 
available to patients to improve their 
health status, including medicines 
provided by their healthcare providers. 
There also is a link between the provi-
sion of medicine to a patient and its abil-
ity to achieve desired health outcomes. 
Improving quality is thus predominantly 
concerned with realising the value of a 
medicine for a patient. 

Quality of care is often associated 
with a gap that exists between how med-
ical care should be provided and how it 
actually is being provided. There are 
three elements associated with this gap 
– the overuse, underuse and misuse of 
medical care.8 The overuse of medicine 
refers to instances where the potential 
harm of the medicine outweighs the 

potential benefits.8 The underuse of 
medicine refers to the failure to provide 
medicine when needed, whereas the 
misuse of medicine refers to a case 
when a patient has been selected for an 
appropriate medicine but a preventable 
complication occurs.8,9 
The failure to immunise all children 
who are eligible for a vaccine is an 
example of the underuse of medicine. 
Van Turennout et al. surveyed 207 
children between the ages of 12 and 
23 months and found that 13% who 
commenced with the polio 1 vaccine 
did not receive the measles vaccine. 
They also found that although 85% 
of the sampled children received the 
measles vaccine, this was still below the 
herd immunity level of 92-95%.10 All of 
the above represent missed opportuni-
ties of reaching all children. Had all the 
necessary children been immunised for 
measles, far fewer cases of measles 
would have been seen and there con-
sequently would have been less use of 
palliative care, hospital resources and 
medicines. In addition, had more chil-
dren been immunised for measles, the 
full benefits of herd immunity could have 
been achieved, with as yet unquantified 
benefits for the healthcare system. The 
reasons provided by the parents of the 
children who were not immunised in-
cluded a) a lack of information, b) fear of 
complications, c) distance to the clinic, 
d) negative attitude of nurses, e) no vac-
cines available at the clinic, f) no time to 
go for immunisation, and g) lack of care 
from the caregiver.10

Antibiotic prescribing patterns for 
childhood illnesses provide some ex-
amples of the overuse of medicine. For 
instance, Huebner et al. surveyed 112 
paediatricians to assess the patterns of 
antibiotic use in an attempt to explain in-
creases in resistance levels. They found 
that 70% of paediatricians would have 
treated pneumococcal pneumonia and 
otitis media for longer (10 days).11 They 
also found that, although oral cephalo-
sporins cost roughly twice as much as 
amoxicillin, they remain the preferred 
treatment for many infections. The 
paediatricians indicated that confirming 
the aetiology of the disease was less 
important than concerns about antibi-
otic resistance and repeated episodes 
of the same disease when deciding to 

use antibiotic treatment. The overuse 
of antibiotics is related to increases in 
resistance levels. The harm of overusing 
antibiotics in this case may negate the 
benefits of appropriate antibiotic use. 
Steyn brings the misuse of medicine to 
the fore in his discussion of the misdiag-
nosis and negligent therapy that occurs 
in psychiatry. He argues that prescribing 
medicine that falls short of the accepted 
standard of therapy results in negligent 
therapy.12 He reports that studies have 
found that ten to fifteen percent of pa-
tients treated with psychotropic medi-
cines develop akathisia and dystonia, 
which are reversible. However, ten to 
twenty percent of patients develop 
tardive dyskinesia, which sometimes 
is irreversible. Often these effects are 
outside the prescriber’s control, but it 
does not negate the importance of pre-
scribers practising within the accepted 
standards of therapy. A prescriber is not 
required “to be omniscient and immune 
to error; he or she is merely expected to 
adhere to such a standard of practice as 
can reasonably be expected”.
The quality problems discussed in the 
above cases are often referred to as 
errors – “failure of a planned action to 
be carried out as intended”.9 Shine ex-
plains that a medical error that results 
in the overuse, underuse or misuse 
of a medicine is the result of a doctor 
determining to do something where 
the systems for making it happen fail. 
The same can be said for all healthcare 
professionals. This explanation creates 
a separation between the healthcare 
provider and the healthcare system. The 
healthcare provider often is responsible 
for delivering health care directly to 
the patient, but it is the structure of the 
healthcare system and how it supports 
or impedes the provision of healthcare 
services that determines the overall 
quality of the healthcare service. More-
over, the healthcare provider does not 
often have an opportunity to design 
the healthcare system; it is rather the 
regulator who creates incentives in a 
legislative framework that aims to en-
courage specific behaviours. This begs 
the question of who is responsible for 
providing healthcare and who should be 
accountable for the outcomes achieved 
or not achieved. 
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Dimensions and perspectives of qua-
lity
It is useful to consider quality problems 
in the context of three dimensions com-
prising quality and of differing perspec-
tives on quality. (See Tables II and III 
below.7)

The questions associated with each 
of the dimensions of quality can be ap-
plied to each of the quality problems 
discussed above. For example, an initia-
tive to address the overuse of antibiotics 
may result in the following questions: a) 
do cephalosporins result in proportion-
ally more cases of antibiotic resistance? 
or b) would a rapid confirmation of the 
aetiology of the disease (causative 
organism) result in lower resistance 
levels? or c) how do the perceptions of 
caregivers influence the level of antibi-
otic use amongst children? There are 
clearly no easy answers to these ques-
tions and further research is needed to 

fully understand the complete array of 
variables that influence the quality of 
care associated with antibiotic use in 
children. 

The different perspectives of quality 
are another useful tool to apply to quality 
problems. Describing the quality prob-
lem from the perspective of a patient 
may be completely different to that of 
the healthcare provider. 

Each perspective is associated with 
high-priority elements. For example, 
medical schemes are interested in 
whether they have appropriately al-
located healthcare resources, and 
healthcare providers are conscious of 
whether their freedom to act in the full 
interest of the patient is preserved. The 
perspectives may often be conflicting; 
however, they are necessary to accu-
rately describe the quality problem un-
der consideration. During this process 
a decision may be made of whose per-

Table III: Differing perspectives of quality

Interested party High priority elements of quality

Patients (i.e. those who demand and 
receive the care)

Responsiveness to perceived care needs
Degree of symptom relief
Level of functional improvement

Healthcare providers (i.e. those who 
actually deliver the care)

Degree to which care meets the current 
technical state of the art
Freedom to act in the full interest of the 
patient
Accountability to “professional standards”

Medical schemes (i.e. those who actually 
fund the care)

Efficient use of funds available for health 
care
Appropriate use of healthcare resources
Maximum possible contribution of health 
care Reduction of lost productivity
Accountability to politically set philosophy, 
objectives, targets, goals 

spective should be considered under 
what circumstances. 

Thus far it has been argued that the 
value of a medicine is directly related to 
the usefulness of the medicine for the 
patient. Likewise, it has been argued 
that quality of care is related to the indi-
vidual and to desired health outcomes. 
Table III presents various perspectives 
of quality, one of which is the perspec-
tive of the patient. It is the perspective of 
the patient that is of critical importance, 
especially if we are aiming to improve 
quality of care by realising the value 
of a medicine. Each of the high-priority 
elements of quality associated with the 
patient – responsiveness to perceived 
care needs, degree of symptom relief, 
and level of functional improvement – is 
related to the need to achieve desired 
health outcomes. 

Improving quality of care
Quality improvement processes must 
aim to reduce the underuse, overuse 
and misuse of medicine. Generally, re-
ducing the overuse and misuse of medi-
cine results in cost decreases and more 
efficient utilisation of a medicine budget. 
However, reducing the underuse of 
medicine may result in an increase in 
expenditure on medicine. A scenario 
may arise whereby the increased ex-
penditure of addressing the underuse 
of medicine is offset by the savings 
obtained from reducing its misuse and 
overuse. Achieving this balance would 
be cost-neutral to the overall medicine 
budget, but would significantly improve 
the overall quality of the healthcare 
system. The relationships among all the 
factors identified in the above process 
provide effective ways of improving 
the value of medicine, which may be 
defined as the health benefit per rand 
spent.8 

There are four broad areas that are 
likely to result in an improvement in 
quality of care, namely regulation, con-
tinuous quality improvement, market 
competition and payment incentives.8 

Regulation
To depend on professional autonomy, 
paper-based transactions and confiden-
tial methods of clinical practice and not 
implement multidisciplinary healthcare 
teams, systems thinking and modern 

Table II: Three dimensions of quality

1. Effectiveness/efficacy/   
    appropriateness/safety

Appropriate and safe

Whether the service actually delivers in 
the way it is claimed (either under ideal 
conditions (efficacy) or in practice (effec-
tiveness))

Can it work? (efficacy)
Does it work?
Does it do more good than harm? 
(effectiveness)

2. Cost/efficiency Cost

Are there more efficient ways to deliver 
this service or are there other services that 
would be a better use of the resources? 
(eliminating waste and improving efficiency 
are integral to quality)

Is it worth it? (efficiency, e.g. cost benefit)
Is it wasteful?

3. Equity/acceptability/access/   
    ownership/relevance/legitimacy/  
    responsiveness

Ownership

How is the service received by those who 
(might) receive it? Is it relevant, fair, flex-
ible, and responsive to demand? Is it what 
patients want? Is it what professionals 
judge what the public need?

Is the system fair? (equity)
Can people use it? (accessible)
Is it what individuals/society wants, 
and if not, can the system be changed 
accordingly? (acceptability, legitimacy, and 
responsiveness)
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information technology will further exac-
erbate the quality differences that exist 
in the healthcare system.13 The aim of 
regulation should be to create incentives 
and disincentives that result in specific 
actions that favour the improvement in 
the overall quality of care. 

For instance, the National Health Act 
enables the Minister of Health to estab-
lish quality requirements and standards 
for all healthcare institutions (public and 
private). These quality requirements and 
standards may relate to health technol-
ogy, equipment, human resources, hy-
giene, the delivery of healthcare services, 
and the safety and manner in which pa-
tients are accommodated and treated.14 
The Office of Standards Compliance es-
tablished by the National Health Act will 
ensure the continuous monitoring and 
compliance of all healthcare institutions. 
The Office of Standards Compliance is 
also required to 1) provide suggestions 
for new systems and mechanisms to 
promote the quality of health services, 2) 
monitor the quality of the health services 
as measured against prescribed health 
standards, and 3) institute monitoring 
activities and processes for quality as-
surance in healthcare institutions.14 

Continuous quality improvement
Improving the quality of care is about 
continuously doing the right things, to 
the right people, at the right time, and 
doing things right first time.7 Organisa-
tions (healthcare providers, medical 
schemes, etc.) that implement a quality 
improvement process are better able 

1. Understand patient’s need
2. Identify processes and outcomes
that meet patient’s need

3. Assess performance compared
with professional or
best practice standards

4. Define indicators to measure
outcomes

5. Establish outcome expectations
6. Monitor outcomes and
compare with expectations

7. Provide feedback to
providers and patients

8. Implement improvements

Quality Improvement
Process

Figure 1: A process model for quality improvement15

to understand their patients’ needs, 
measure how effectively those needs 
are met, and make improvements to 
processes to improve those needs. 
(See Figure 1 below.) In addition, a qual-
ity improvement process is an effective 
means of improving the quality of care 
of a patient. Moreover, it allows for the 
value of a medicine to be realised. “An 
organisation that embraces this philoso-
phy as part of its strategic vision is well 
suited to address the needs of rising 
consumerism.”15

However, organisations are generally 
insufficiently incentivised to implement 
quality improvement processes. This 
may be due to complacency or lack of 
resources. To overcome such a prob-
lem, a system of comparing the ability 
of organisations to implement patient-
oriented quality improvement processes 
is proposed. Such a system will gener-
ate information for patients to compare 
organisations based on their quality of 
care. A similar strategy is in use in the 
United States of America. 

Market competition
Improved market competition will also 
result in an improvement in the quality 
of care. However, it requires that mar-
ket players are encouraged to provide 
an abundance of information to enable 
patients to make better purchasing deci-
sions. Unfortunately, this is not always 
possible and additional incentives are 
required to achieve this objective. 

The foundation of the competitive 
market should change to one less con-
cerned with how healthcare products are 
packaged and marketed. Rather, there 
should be greater emphasis on build-

ing competition based on standards of 
care. Medical schemes should be dif-
ferentiated on the basis of their ability 
to improve a patient’s quality of care. 
Likewise, healthcare providers will be 
distinguished on the basis of their ability 
to achieve desired health outcomes for 
their patients. 
In the United States of America, the 
National Committee for Quality Assur-
ance (NCQA) collects information and 
provides it to patients, thereby reward-
ing those organisations that provide 
excellent care and giving organisations 
a stronger incentive to focus on quality.16 
The activities of the NCQA are sup-
ported by a performance measurement 
tool, the Health Plan Employer Data and 
Information Set (HEDIS). “HEDIS is a 
set of standardised measures that look 
at plan performance across a variety of 
important dimensions, such as delivery 
of preventive health services, member 
satisfaction, and treatment efficacy for 
various illnesses”.16 HEDIS is applied to 
the private sector and the public sector. 
NCQA’s HEDIS is a means of incentivis-
ing the implementation of a quality im-
provement process in all organisations 
to improve the quality of care provided 
to patients. 

Payment incentives
Measuring the quality of care by creating 
an awareness of errors and documenting 
evidence associated with these is a step 
in the right direction. There is evidence 
that if an outcome of care is measured, 
healthcare providers will respond by im-
proving their performance.9

Methods of measuring quality must 
include measures of the outcomes and 
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processes of care.8 Numerous measures 
of outcomes exist, e.g. remission rates 
for breast cancer patients on chemo-
therapy, or incidence rates of invasive 
pneumococcal disease in children after 
vaccination. There are disproportion-
ately fewer measures of the processes 
of care. For example, measuring the 
management of side effects experi-
enced by breast cancer patients on che-
motherapy before they reach remission, 
or measuring the ideal site of injection to 
minimise site reaction for a child vacci-
nated to prevent invasive pneumococcal 
disease. Measuring the both outcomes 
and processes of care gives a better 
understanding of what needs to be done 
to improve the quality of care. 
Improving the quality of care is also con-
cerned with structuring incentives and 
disincentives in the healthcare system 
to achieve desired health outcomes. 
For example, healthcare providers that 
achieve defined outcomes will be reim-
bursed by medical schemes, employers 
will choose a medical scheme based on 
its ability to have a meaningful impact on 
the quality of life of their patient popula-
tion, and patients may have their co-pay-
ment waived if they choose a healthcare 
provider with proven superiority in their 
quality of care. The objective must be to 
align payment incentives with improve-
ments in the quality of care and enable 
patients to identify quality differences 
and then to make decisions.9 

Conclusion
This paper aimed to answer the ques-
tion: what is the value of medicine and 
how is this related to the quality of care 
provided to patients. To this end, the pa-
per has explored these concepts using 
a structured approach of first discussing 
the value and then the quality of care. 
By drawing on debates that have taken 
place in the international literature and 
applying these to the South African en-
vironment, an approach has been pro-
vided for discussing the quality of care 
received by patients within the context 
of medicine consumption. 

A number of tools have been pro-
vided, including the three dimensions 
of quality and the different perspec-
tives on quality. To improve the quality 
of care, consideration should be given 
to the regulatory framework, continuous 
quality improvement models, market 

competition and payment incentives. 
The paper has not aimed to provide 
readymade solutions for quality gaps in 
the healthcare system, nor does it pre-
tend that a solution is easily achievable 
without concerted effort from all health-
care stakeholders. The paper makes 
a contribution to the growing body of 
knowledge accessible to healthcare 
stakeholders with which to discuss the 
value of medicine in improving quality 
of care.
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