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FOREWORD BY MINISTER OF HEALTH

The strategic plan of the Council for Medical Schemes (CMS) for the �scal years 2015/16 - 2019/2020

has been submitted by CMS, and received by me. In particular, I am encouraged by the strategic goal 4

of the CMS that supports development of the universal health care coverage system by the National

Department of Health, and the continued pursuit to improving the ef�ciency and effectiveness of the

healthcare system in South Africa.

The CMS has established itself as an effective and ef�cient regulator which can be evidenced in the

execution and responsiveness to its key mandate that of the protection of the members of medical schemes

and promoting access to healthcare. I am also pleased by the manner in which the �nances of CMS have

been managed - CMS has obtained unquali�ed audit reports from the of�ce of the Auditor General of South

Africa every year since its inception. Consequently, I am satis�ed to endorse these strategic plans going

forward.

I thank Council, the Acting Registrar and his staff for the development of this strategic plan and wish them

well in the execution of these plans.
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FOREWORD BY CHAIRPERSON OF COUNCIL

During its 14 years of existence, the Council for Medical Schemes (CMS) has built a proud culture of

protecting bene�ciaries of medical schemes by enforcing the provisions of the Medical Schemes Act (131

of 1998). The main pillars of the Act are the requirements for open enrolment, community rating and

prescribed minimum bene�ts. Linked with the gove rnance requirements stipulated in the Act, these

provisions protect bene�ciaries against discrimination based on health status and other arbitrary grounds.

The healthcare system is marred by inequitable access to care and health care resources. The life

expectancy of South Africans is currently 56, which is much lower than that of other upper-middle income

countries which in 2012 was reported at 74 (World Development Indicators 2014). This is despite the

rapid improvement in life expectancy of South Africans which improved from 51.6 in 2004 to the current

age of 56. This growth is faster than that of upper-middle income countries which grew from 72.5 in

2004 to 74 in 2012. The National Department of Health (NDoH) in its strategic plan envisages the life

expectancy of South Africans to reach 70 by the year 2030.

Inequality in access of health services results in lower levels of human development (Human Development

Report, 2013) being attained than in countries which spend less amounts on health care as a proportion

of Gross Domestic Product (GDP). Close to 23% of Human Development Index1 (HDI) globally is lost to

inequality. South Africa is currently ranked as a middle human development country. This is despite South

Africa’s healthcare expenditure as a percentage of GDP being higher than that of the upper-middle income

countries. South Africa’s healthcare expenditure as a percentage of GDP is 8.8% while the upper-middle

income countries expenditure as a proportion of GDP is 6.2% (2012) (World Development Indicators

2014).

The problem of access and inequality to healthcare is a source of concern for the Government of South

Africa. The Government has adopted a National Development Plan (NDP), vision 2030 in order to address

the problem of inequality and poverty in the country. Chapter 10 of this policy document deals with matters

geared towards promoting health. The Government has therefore adopted the strategic goals for the years

2014 to 2019 to respond to the challenges of access and inequality to healthcare; these goals are

highlighted under the heading of Policy Mandates in this document. The priority for the NDoH is to promote

1 The Human Development index is a statistical tool used to measure and rank a country’s overall achievement in its social and economic dimensions.
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Schemes supports this health initiative by the Department and will work closely with the NDoH to make

this goal a reality.

Council discharges its mandate in an increasingly litigious health care environment. The 2010 high court

judgement, which set aside the Reference Price List (RPL) regulations, has left a void in the regulation of

healthcare prices, and leaves many medical scheme bene�ciaries unprotected. The CMS supports the

NDoH in the development of an alternative mechanism for the determination of private healthcare prices.

The newly established Market Inquiry by the Competition Commission will also potentially provide insight

to some of these structural challenges faced by the industry.

The Prescribed Minimum Bene�t (PMB) package was not designed to operate in an environment where

there is no price regulation. CMS must work closely with the NDoH, the Health Professions Council of SA

(HPCSA) and other stakeholders to ensure that there is a mechanism in place to determine healthcare

prices as soon as possible.

Governance in medical schemes continues to be a challenge in the regulatory framework. In order to

stabilise governance in medical schemes, Council frequently appoints curators for medical schemes

through court action; manages insolvent schemes and institutes legal proceedings to ensure that

bene�ciaries are protected. These interventions, whilst critical in protecting our mandate, attract high

legal costs and increase the cost of regulation.

In the ensuing period, Council plans to strengthen regulation by way of amending the Medical Schemes

Act. This process is at an advanced stage as proposed amendments have been submitted to the NDOH

already.

I extend my thanks and appreciation to the Acting Registrar and his team at the CMS, for the continued

focus on the mandate as entrenched in the Medical Schemes Act; in particular, the development of this

strategic plan. Further, I would like to wish them well in the execution of this plan.

PROF YUSUF VERIAVA

CHAIRPERSON OF THE COUNCIL

iii



Certi�cation

It is hereby certi�ed that this Strategic Plan:

- Was developed by the management of the Council for Medical Schemes

- Takes into account all the relevant policies, legislation and other mandates for which the

Council for Medical Schemes is responsible

- Accurately re�ects the strategic outcome oriented goals and objectives which the Council

for Medical Schemes will endeavour to achieve over the period 2015/16 - 2019/2020

Ms. Waheda Khan

Risk and Performance Manager

Mr. Daniel Lehutjo

Acting Registrar and Chief Executive Of�cer

Chairperson: Council for Medical Schemes

Prof. Y Veriava
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1. Vision

Promote vibrant and affordable healthcare cover for all

2. Mission

The CMS regulates the medical schemes industry in a fair and transparent manner and achieves this by:

- protecting the public and informing them about their rights, obligations and other matters, in respect of

medical schemes;

- ensuring that complaints raised by members of the public are handled appropriately and speedily;

- ensuring that all entities conducting the business of medical schemes, and other regulated entities, comply

with the Medical Schemes Act;

- ensuring the improved management and governance of medical schemes;

- advising the Minister of Health of appropriate regulatory and policy interventions that will assist in attaining

national health policy objectives and;.

- ensuring collaboration with other entities in executing our regulatory mandate

3. Values

The values of the CMS stem from those underpinning the Constitution and its speci�c vision and mission. Being an

organisation that subscribes to a rights-based framework where everyone is equal before the law, where the right of

access to healthcare must be protected and enhanced, where access must be simpli�ed in a transparent manner,

the values below are key requirements of all employees in the of�ce:

- “Ubuntu” – we need each other to achieve our goals;

- We strive to be consistent in our regulatory approach;

- We approach challenges with a “Can do” attitude;

- We are proud with our achievements; and

- We are occupied by doing something which is of value.
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4. Legislative and other mandates

4.1. Legislative mandates

4.1.1. Constitutional Mandates

4.1.1.1. Section 9 of the Constitution of the Republic of South Africa, 108 of 1996 (“the

Constitution”), states that everyone has the right to equality, including access to

health care services. This means that individuals should not be unfairly

excluded in the provision of health care.

People also have the right to access information that is held by another person if it is required for the exercise

or protection of a right; this may arise in relation to accessing one’s own medical records from a health

facility for the purposes of lodging a complaint or for giving consent for medical treatment; and this also

enables people to exercise their autonomy in decisions related to their own health, an important part of the

right to human dignity and bodily integrity in terms of section 9 and 12 of the Constitutions respectively.

4.1.1.2. Section 27 of the Constitution, places the obligation on the state to make

reasonable legislation to progressively realise socio economic rights, including

access to healthcare.

The Medical Schemes Act (131 of 1998) (MSA) represents such legislation, which creates the framework

for non-discriminatory access to medical schemes. The MSA provides for the regulation of the private medical

schemes industry to ensure synchrony and consonance with the national health objectives.

4.1.1.3. Section 27 of Chapter 2 of the Bill of Rights of the Constitution states as follows:

with regards to Health care, food, water, and social security:

Everyone has the right to have access to:

- health care services, including reproductive health care;

- suf�cient food and water; and

- social security, including, if they are unable to support themselves and their dependents, appropriate

social assistance.

- The state must take reasonable legislative and other measures, within its available resources, to

achieve the progressive realisation of each of these rights; and

- No one may be refused emergency medical treatment.

4.1.1.4. Section 36 of the Constitution deals with the limitation of rights, and spells out

strict criteria which must be adhered to whenever rights included in the bill of

rights are limited by law. Section 22 of the Constitution guarantees the freedom

of trade, which may be limited by law.

The Medical Schemes Act limits the business of a medical scheme to those parties who are registered by

the Council for Medical Schemes and requires such parties to comply with the provision of the Medical

Schemes Act.
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4.1.2. The National Health Act, 61 of 2003 (NHA)

The NHA provides the framework for a structured uniform health system for our country, taking into account

the obligations imposed by the Constitution and other laws on the national, provincial and local governments

with regard to health services. A key objective of the NHA is to unite the various elements of the national

health system in a common goal to actively promote and improve the national health system in South Africa.

Added to this is the intent to promote a spirit of cooperation and shared responsibility among public and

private health professionals and providers and other relevant sectors within the context of national, provincial

and district health plans.

4.1.3. The Charter for the Public and Private Health Sectors of South Africa, 2006

This Health Charter was initiated in support of the NHA. It indicates that the public and private health

sectors need to constructively engage in discussion and dialogue to create an improved health care delivery

system for South Africa. Such a system will need to be coherent, ef�cient, cost-effective and quality driven

and optimizes the use of both sectors’ resources for the bene�t of the entire citizenry.

4.1.4. The Medical Schemes Act, 131 of 1998

The Medical Schemes Act (131 of 1998), established the Council for Medical schemes. Section 7 of the

Act confers the following functions on Council:

- protect the interests of the bene�ciaries at all times;

- control and co-ordinate the functioning of medical schemes in a manner that is complementary with

the national health policy;

- make recommendations to the Minister on criteria for the measurement of quality and outcomes of

the relevant health services provided for by medical schemes, and such other services as the Council

may from time to time determine;

- investigate complaints and settle disputes in relation to the affairs of medical schemes as provided

for in this Act;

- collect and disseminate information about private health care;

- make rules, not inconsistent with the provisions of the Act for the purpose of the performance of its

functions and the exercise of its powers;

- advise the Minister on any matter concerning medical schemes; and

- perform any other functions conferred on the Council by the Minister or by the Act.

4.1.5. Related Legislation impacting on and in�uencing the functioning of CMS

- Council for Medical Schemes Levy Act, 58 of 2000

Provides a legal framework for the Council to collect levies from medical schemes.

- Occupational Health and Safety Act, 85 of 1993

Provides for the requirements that employers must comply with in order to create a safe working

environment for employees in the workplace.

- Employment Equity Act, 55 of 1998

Provides for the measures that must be put into operation in the workplace in order to eliminate

discrimination and promote af�rmative action.

- Skills Development Act, 97 of 1998

Provides for the measures that employers are required to take to improve the levels of skills of

employees in workplaces.

- Public Finance Management Act, 1 of 1999

Provides for the effective, ef�cient and economic �nancial management in government departments

and public entities.
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- Promotion of Access to Information Act, 2 of 2000 (PAIA)

Ampli�es the constitutional provision pertaining to accessing information under the control of various

bodies or person. It gives effect to the right of access to any information held by the state or any other

entity or person.

- Protection of Personal Information Act 4 of 2013 (POPI)

This Act sets the conditions for how an organisation can process or access information and also how

it approaches the aspect of privacy.

- Promotion of Equality and the Prevention of Unfair Discrimination Act, 4 of 2000

Provides for the further ampli�cation of the constitutional principles of equality and elimination of

unfair discrimination.

- Consumer Protection Act, 68 of 2000 (CPA)

A valuable piece of complementary legislation in the context of CMS and the medical schemes

industry. The provisions involving the duty to communicate clearly and in simple, understandable

language strengthens the provisions in Section 57 (4) (d) of the MSA.

- Broad-based Black Economic Empowerment Act, 53 of 2003

Provides for the promotion of black economic empowerment in the manner that the state awards

contracts for services to be rendered, and incidental matters.

- Inspection of Financial Institutions Act 80 of 1998

Provides for the inspection of the affairs of �nancial institutions; the inspection of the affairs of

unregistered entities conducting the business of �nancial institutions. Financial institutions include

medical schemes.

- Financial Institutions (Protection of Funds) Act 28 of 2001

Provides for matters relating to the investments, safe custody and administration of funds and trust

property by �nancial institutions. It also enables the Registrar to protect such funds and trust property.

4.2. Policy mandates

Council, as an organ of state, is obliged to discharge its legislated mandate in a coherent manner, which is consistent

with national policy, as set out in the National Development Plan (NDP) Vision 2030.

The following are the key priorities for the vision 2030 development plan (extract from Chapter 10 of NDP Vision

2030):

1. raise the life expectancy of South Africans to at least 70 years;

2. progressively improve TB prevention and cure;

3. reduce maternal, infant and child mortality;

4. signi�cantly reduce prevalence of non-communicable diseases;

5. reduce injury, accidents and violence by 50 percent from 2010 levels;

6. complete Health system reforms;

7. primary healthcare teams provide care to families and communities;

8. universal health coverage; and

9. �ll posts with skilled, committed and competent individuals.

Furthermore, the National Development Plan (NDP) Vision 2030 sets out nine priority areas that highlight the key

interventions required to achieve a more effective health system, which will contribute to the achievement of the

desired outcomes. These nine priorities are as follows:

1. address the social determinants that affect health and diseases;

2. strengthen the health system;

3. improve health information systems;

4. prevent and reduce the disease burden and promote health;

5. �nancing universal healthcare coverage;

6. improve human resources in health sector;

7. review management positions and appointments and strengthen accountability mechanisms;

8. improve quality by using evidence; and

9. meaningful public-private partnerships
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The current population of South Africa is estimated at approximately 53 million lives, 8.7 million of which are covered

by private healthcare. This is largely a function of the socio economic status of the majority of the South African

population, with unemployment at the forefront of such factors. There is a positive correlation between employment

and membership of medical schemes – even for those belonging to medical schemes, affordability remains an issue

as healthcare costs continue to increase at rates that are signi�cantly higher than in�ation. A lot therefore remains

to be done in increasing access to healthcare. The CMS as a regulator of the private healthcare system plays a key

role in facilitating and promoting the health of all citizens in support of Vision 2030.The CMS will need to, inter alia,

Below are the �ve year goals2 of the NDOH for 2014 – 2019:

1. to make progress towards universal health coverage through the development of the National Health

Insurance (NHI) Scheme, and improved the readiness of health facilities for its implementation;

2. to re-engineer primary health care by: increasing the number of ward based outreach teams, contracting

general practitioners and district specialists teams; and expanding school health services;

3. to improve the quality of care by setting and monitoring national norms and standards, improving systems

for user feedback, increasing safety and health care and by improving clinical governance;

4. to improve health facility planning by implementing norms and standards;

5. to improve �nancial management by improving capacity, contract management, revenue collection and

supply chain management reforms;

6. to improve human resources for health by ensuring appropriate appointments, adequate training and

accountability measures;

7. to prevent disease and reduce its burden and promote through a multi stakeholder National Health

Commission; and

8. to develop an ef�cient health management information system for improved decision making.

The NHI as envisaged in the NDoH Strategic Plans, Green Paper published in 2011 and the recent publication of

the White Paper in 2015 represents an important change in trajectory and will change the landscape of healthcare

in the country, and as such will have an impact on all the role-players in the current environment.

The following are key elements in the implementation of a NHI:

- implementation of pilot projects – these have been implemented since 2012;

- the National Department of Finance (NDOF) will �nalise and pass the NHI law in 2015/16;

- the National Insurance Fund will be created in 2016/17;

- set up National Quality Management and Accreditation Body. The Of�ce of National Health Standards has

been in operation since 2014.

- perform an audit of Health Information and Communications Technology (ICT) at all levels of the National

Health System public sector only; and

- draft the National ICT Strategy for Health.

As legislated in Section 7 of the MSA, The CMS will continue to provide support of these health reforms and other

healthcare policy matters.
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The following table re�ects the alignment between the NDP goals, MTSF Priorities and NDOH strategic

goals with the CMS strategic goals for the period 2015 to 2020:

NDP Goals 2030 MTSF Priorities NDoH strategic goals 2014

- 2019

CMS Strategic Goals 2015 to

2020

Average male and female

life expectancy at birth

increased to 70 years

HIV&AIDS and TB prevented

and successfully managed

Maternal, infant and child

mortality reduced

Prevent disease and reduce

its burden and promote

health

Access to good quality medical

scheme cover is promoted

The CMS Research and

Monitoring as well as the

Clinical Unit are currently

engaged in the analysis of

health care data with the

aim to measure health

quality outcomes at bene�t

option level.

One of the pillars of the

medical schemes Act is the

PMB package and

enforcement of Regulation 8

which makes payment of

PMBs in full a requirement

for all registered medical

schemes.

Currently the CMS is in the

process of revising the PMB

package with an emphasis

to include more primary

health care bene�ts.

Tuberculosis (TB)

prevention and cure

progressively improved

Access to good quality medical

scheme cover is promoted

Treatment of TB is part of the

PMB package and is treated in

line with public sector protocol.

Maternal, infant and child

mortality reduced

Access to good quality medical

scheme cover is promoted

Vaccinations has been included

in the revised PMB list as part

of the development of a more

primary health care focused

package. CMS is working on

�nalising this during the course

of 2016. The vaccination list is

speci�c and includes

vaccination like HPV Human

papilloma virus (7 to 12 year

old) hepatitis A B C D, etc.

Prevalence of non-

communicable diseases

reduced

Access to good quality medical

scheme cover is promoted

The CMS through its Research

and Monitoring Programme

monitors the prevalence of non-

communicable diseases within

the medical schemes

environment by analysing

Scheme Risk measurement

data as well as data submitted

by means of the utilisation

returns. This information is

shared with relevant

stakeholders in an effort to

inform trends and advise on

how best to reduce prevalence.



2 National Department of Health, Strategic Plan, 2014/15 to 2018/19; published 2014

Health System reforms

completed

Health care costs reduced Improve �nancial

management by improving

capacity, contract

management, revenue

collection and supply chain

management

Medical schemes and related

regulated entities are properly

governed, responsive to the

environment and bene�ciaries

are informed and protected

The CMS is currently engaged in

a project to review and replace

the current solvency framework
with a risk based solvency

framework. If implemented this

framework may result in

reduction of scheme

contribution by members.

The CMS is actively

participating in the pricing

enquiry currently being

conducted by the Competition

Commission. Once the report is

�nalised it is envisaged that

recommendations by the

Competition Commission will

eventually lead to a reduction in

health care costs.

Ef�cient health management

information system for

improved decision making

Develop an ef�cient health

management information

system for improved

decision making

CMS provides strategic advice

to in�uence and support the

development and

implementation of National

health policy

The CMS is currently developing

a registry of all funded patients

in South Africa. Once completed

this system will be linked to the

patient health register and will

facilitate the overall

improvement of the health

management information system.

The CMS is developing a system

for the management of a single

exit price for medicines on

behalf of the National

Department of Health (NDoH).

Once completed this system will

facilitate the regulation of

medicine pricing in South

Africa.

Improved quality of health

care

Improve the quality of care

by setting an monitoring

national norms and

standards, improving

systems for user feedback,

increasing safety in health

care and by improving

clinical governance

Access to good quality medical

scheme cover is promoted

The CMS ful�ls an accreditation

function in term of managed

care organisations,

administrators, brokers and

broker organisations. The

ongoing accreditation of these

entities is dependent on

inspection of their ability to

render the required services at a

speci�ed health care level.

In as far as accreditation of

managed care entities are

concerned, an evaluation of

health outcomes, resources

employed and price paid for

such services is being

undertaken to determine the

clinical effectiveness and value

proposition of these entities.

CMS has further more also

commenced work on chronic

conditions (CDLs) and

14
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NDP Goals 2030 MTSF Priorities NDoH strategic goals 2014

- 2019

CMS Strategic Goals 2015 to

2020

Utilisation management of

services as it relates to hospitals

and medicines with the aim of

eliminating waste from the

system. This initiative will be

further developed over the next

�ve years. The NDoH guidelines

serve as a minimum benchmark

for quality health outcomes.

Once entry level criteria,

process indicators and

outcomes have been concluded,

same will be incorporated in the

CMS accreditation standards

and applied to managed care

entities for purposes of ongoing

accreditation.

Finally, the CMS, through its

compliance inspectorate also

ensures compliance with

different aspects of the Medical

Schemes Act some of them

which relate to improving the

overall quality of health care

delivery.

Primary health care teams

deployed to provide care to

families and communities

Re-engineering of Primary

health care

Re-engineer primary

healthcare by: increasing

the number of ward base

outreach teams, contracting

general practitioners, and

district specialist teams and

expanding school health

services

CMS provides strategic advice

to in�uence and support the

development and

implementation of National

health policy

Currently the CMS is in the

process of revising the PMB

package with an emphasis to

include more primary health

care bene�ts.

Universal Health coverage

achieved

Universal health coverage

achieved through

implementation of National

Health Insurance

Make progress towards

universal health coverage

through the development of

the National Health

Insurance scheme, and

improve the readiness of

health facilities for its

implementation.

CMS provides strategic advice

to in�uence and support the

development and

implementation of National

health policy

Resulting from the publication

of the NHI white paper, the

NDoH published by means

Government notice no. 1231,

the terms of reference of the

National Health Insurance work

streams in terms of Section 3

(1) of the National Health Act,

2003.

Work Stream 4 will investigate

and advise on the future role of

medical schemes in an NHI

environment. The CMS will

participate fully with the Work

Stream 4 team to reach their

speci�c objectives as stated in

the Government notice.
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4.3. Relevant court rulings

The Guardrisk court case, which ruled that some gap-cover health insurance products are not in contravention of the

Act, placed a particular burden on the Council to protect medical schemes as the preferred health insurance vehicle.

This ruling has led to a proliferation of health insurance products, which threatens medical scheme risk pools, and

requires extensive interventions by the of�ce.

Since the Guardrisk judgement in 2008, the de�nition of the “business of a medical scheme” in the Medical Schemes

Act 131 of 1998 was amended by The Financial Services Laws General Amendment Act, No. 45 of 2013 which

came into operation on 28 February 2014. The effect of the amendment is to clarify each of the activities (and not

all the activities collectively as per the Guardrisk Judgment). The amendment to the de�nition of the “business of a

medical scheme” will come into effect at the same time as the �nalisation of the Demarcation Regulations.

Further, close collaboration between the National Treasury and the Financial Services Board has resulted in the

development of a draft set of regulations to the Long-term Insurance Act, No. 52 of 1998 and the Short-term

Insurance Act, No. 53 of 1998. The �rst draft regulations were published for public comment in March 2012 and

the second draft in April 2014. The purpose of the regulations is to clearly de�ne and separately regulate health

insurance policies from the business of medical schemes.

The July 2010 High Court ruling which set aside the National Health Reference Price List (NHRPL) regulations has

left a vacuum in the determination of private health care prices. The CMS assisted the NDoH in the publication of a

discussion document on the determination of health care prices in the private sector. The Minister has appointed a

task team to engage with comments on the discussion document and to advise him on further options.

A key development in the understanding of the healthcare market structure is the amendment to the Competition

Act, 89 of 1998 to grant the necessary powers to the competition authorities to undertake a market inquiry, such as

the one in the healthcare sector. The Competition Commission is of the view that conducting this inquiry will assist

in understanding how it may promote competition in the healthcare sector, in furtherance of the purpose of the Act.

The CMS, as a regulator of the healthcare sector fully supports this initiative, and has been invited, amongst other

stakeholders, to provide information in this regard. The CMS believes that the private health sector in South Africa is

in need of an urgent reform in order to enable it to ma ximise its contribution to overall health system performance

within the country. Our key concern relates to cost escalation and limited competition based on quality and price.

Therefore, it is our view that amongst other things, the Market Inquiry will facilitate the move towards the

establishment of a Pricing Statutory Body to regulate price setting by private hospitals, day clinics and private primary

healthcare centers; and also to address the adverse impact of vertical relationships between specialists and private

hospitals.

In November 2011 the High Court dismissed the Board of Healthcare Funders (BHF) application, whereby they

argued that prescribed minimum bene�ts (PMBs) must be paid for only at scheme tariff level and not in full as

determined by Regulation Act. This amounts to an important victory for medical scheme members. If BHF were

successful, the implication would have been that the effect of PMBs to ensure solidarity in healthcare would have

been severely undermined. The High court denied leave to appeal this decision in May 2012, and the Supreme

Court of Appeal dismissed the application for leave to appeal in September 2012.

During the past two years there have been a number of court cases where governance and the interpretation of the

Medical Schemes Act was the subject of the disputes.

In the matter of Genesis v CMS and Joubert, the daughter of a member of Genesis medical scheme was involved in

a motor vehicle accident in 2008 during which she sustained a broken leg. The scheme appealed a ruling of the

Registrar which directed it to pay for three external prostheses which were �tted to the dependant’s leg. The matter

was appealed by the scheme to the level of the Appeal Board. The Appeal Board ruled that the scheme was liable

to fund the medical expenses up to the amount that would be paid to a public hospital. The scheme subsequently

lodged a review application in the Western Cape High Court. The court ruled in favour of the scheme on the basis

that the registered rules of the scheme is binding on the Regulator as well. As the matter has huge implications for

the industry and the application of PMBs, the CMS has appealed the judgement.
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In the matter of the Registrar of Medical Schemes v Hosmed Medical Scheme, the Registrar instituted action in the

North Gauteng High Court against the scheme, its principal of�cer and trustees for the recovery of penalties levied in

terms of section 66(3) of the Medical Schemes Act. The scheme subsequently made an offer to pay the penalties

and the legal costs of the Registrar’s Of�ce. In another matter concerning the same scheme, the CMS’s decision to

remove some trustees due to them not meeting �tness and propriety standards, was taken on review. The appeal by

the trustees was dismissed by the Appeal Board. Such cases are signi�cant in determining boundaries in respect of

the conduct of the market.

In 2012, The Registrar of Medical Schemes had obtained a court order to place Medshield Medical Scheme under

curatorship, due to governance failures at the scheme. The then trustees of the scheme who were removed by the

curatorship sought to challenge this ruling by bringing an application to the Supreme Court of Appeal (SCA) which

con�rmed that the material irregularities at Medshield justi�ed the appointment of a curator by the Registrar and that

it was in the interest of the bene�ciaries of the scheme.

The appeal by the now ejected Board of Trustees of Medshield was dismissed with costs. The court found the removal

of trustees in terms of section 46 of the Medical Schemes Act 131 of 1998 is too time consuming and is not an

effective alternative remedy.

This is a signi�cant judgment for the CMS in that apart from focusing attention on the lack of good governance at the

scheme the Supreme Court of Appeal has expressed its unequivocal support for the course of remedial action adopted

by the Registrar in appointing a curator to assume control of Medshield, rather than invoking the remedy of removing

the entire board of trustees in circumstances where the entire board of trustees had made itself guilty of impropriety.

In addressing the material governance failures faced currently in the environment, some schemes were placed under

curatorship. These interventions continue to be riddled with dif�culties, and governance will as such continue to be

an area of key strategic focus and enhancement by the Council. To this end speci�c amendment to the present Act

have been made to mitigate this challenge.

In Genesis v CMS and du Toit the dispute related to a member’s surgical procedure following a back injury in

2007. The scheme did not fund the claims in full because the services were not provided by a state hospital. The

decision was appealed to the Appeals Committee which postponed its ruling to allow the scheme to submit further

documents. When these documents were not submitted, the Appeals Committee ruled that the scheme must fund

the outstanding claims. The scheme lodged a review application in the North Gauteng High Court and requested

exemption from the provision in the Promotion of Administrative Justice Act which would require the scheme �rst to

exhaust internal remedies – an Appeal Board hearing – before resorting to court action. In November 2013 the court

dismissed Genesis’s application with costs, ruling that the Appeal Board had wide powers to hear the matter and

remedy alleged irregularities by the Appeals Committee. The scheme applied to for leave to appeal and this was

rejected by the same court after which its petition to the Supreme Court of Appeal was also dismissed.

The judgement reinforces the view of the CMS that internal remedies have to be exhausted before an aggrieved party

can approach a court. By doing this there is a greater prospect of the matter being resolved in a less costly and less

time consuming manner. The Appeals Committee and Appeal Board was put in place to ensure that tribunals who

have the appropriate knowledge of the medical schemes industry adjudicate the matters before it. The court on the

other hand may not have the required expertise and it is very costly to brief legal representatives to deal with a matter

at that level. In conclusion the impact of the matter is that time and money is saved while the matters are being

heard by panellists with the appropriate expertise and knowledge.

4.4. Planned Policy Initiatives

Applicable to Departments only.
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5. Situational analysis

5.1. Performance environment

The private health system is complex, involving numerous players whose interests and goals are in constant �ux and

in many instances contradict both their own long-term interests as well of those of the public at large. Identifying a

rational and feasible path forward consequently requires an on-going combination of leadership and intelligent

engagement with the environment. Th e private health system organically responds to health demand, but not

coherently to health needs. For this reason, public po licy intervention is necessary to enhance what the private

system does well, and to minimise those areas where the private system fails. If interventions are well designed and

successfully implemented the private health system is capable of fully supporting the country’s broader social goals.

Where a coherent strategy for the private health system is absent, however, coverage will invariably diminish in both

extent and quality, with knock-on effects for the public health system and the quality of life possible in South Africa.

Over the past one hundred years’ health insurance of various forms evolved in South Africa along with various

regulatory instruments. It was however not until 1998 that a framework was implemented to modernise and update

the system with a view to maximise fair access to medical schemes along the lines of developments in Europe and

South America. The central aim of these reforms, provided for in the Medical Schemes Act No. 131 of 1998 (the

Act), was to enhance the risk pooling potential of medical schemes and other important regulatory and oversight

mechanisms by introducing:

- A preferred health insurance vehicle, which required that any person doing the business of a medical

scheme must operate in terms of a single legislative framework;

- Open enrolment, which removed the discriminatory practice of medical schemes to select only good risk

bene�ciaries for membership (risk selection);

- Community rating by option, which removed the discriminatory practice of schemes to apply unfair charges

to older and sicker members and bene�ciaries (risk rating);

- Mandatory minimum bene�ts3, which removed the ability of schemes to discriminate against older and

sicker members through the selective non-provision of key bene�ts;

- Waiting periods and late joiner penalties, to eliminate any signi�cant application of penalties for member

movement between medical schemes and options, while substantially removing the opportunities for anti-

selection where a member joins only when sick and then leaves or only joins for the �rst time later in life;

- Improved governance, which removed the historical con�icts of interest embedded in the oversight of

medical schemes;

- Regulation of intermediaries, which implemented accreditation and more stringent regulatory oversight of

medical scheme brokers, administrators, and managed care organisations;

- Improved oversight, through the implementation of a substantially enhanced special-purpose regulator to

oversee the Act; and

- Member protection, which includes the complaints resolution mechanisms at scheme level and providing

members access to the complaints resolution mechanisms at the Registrar’s of�ce and appeals processes.

The introduction of the above measures ensures that all health insurers operate on a level playing �eld, which

maximises the advantages and minimise the disadvantages of a competing and highly commercialised multi-fund

health system. However, many facets of the funding and provision of private health services are not adequately

regulated resulting in systemic shortfalls in coverage, the quality of coverage, cost containment, and impact on the

public health system. Certain of these inadequacies pertain to the public health service as well, which contributes

to private sector costs, coverage, and unfair access to the health system for low-income groups. Understanding

where these gaps are located and how health policy should respond remains a major challenge for the CMS and

Government, and that all role players respond appropriately to these de�ciencies. The regulation of private hospitals

is an example of a key policy intervention required to allow for the stabilisation of healthcare costs.

3 Note that the term “Mandatory minimum benefits” is generic in nature, in our context this refers to the prescribed minimum benefits (PMBs).
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5.1.1. Progress since 2004

Without addressing all possible matters, the powers given to Council through the Medical Schemes Act has stabilised

many of the negative tendencies of the private health sector. Successes over the past decade include:

- Improving coverage and the quality of coverage, which was in decline during the 1990s;

- Containment of the upward trend in private provider costs experienced by medical schemes, with 2010 costs

per bene�ciary per month only slightly higher than the 2006 levels (See �gure  4 -5)

- Containing non-health costs in medical schemes which increased dramatically post the de-regulation of

January 1994 and only ended after the full implementation of the CMS in 2002 (see Figure 7, Page 22)

- Introduction of new solvency requirements which reduced the risk of rapid unforeseen insolvencies in

schemes;

- Introduction of web-based reporting of annual �nancial returns, with quarterly reporting introduced from

around 2004, which improved the early warning and response capability of the of�ce;

- substantially improved transparency in the system through an upgrading of the South African Institute of

Chartered Accountants (SAICA) guidelines and the public reporting of medical scheme �nancials and data

through the annexures to the annual report which are published annually on the website; and

- Establishment of a robust complaints system and a call centre which afforded easy communication with the

public.

- Real Time Monitoring system, which is a web based application that collects a limited data set via direct

mapping to the systems of medical schemes, was introduced. This is to allow for better understanding of

the risk pro�les of schemes and thus more holistic regulatory and policy interventions.

- In 2013, the Council for Medical Schemes introduced a process for Alternative Disputes Resolution (ADR)

and facilitation of pro-bono legal assistance in 2014, to alleviate both administrative and �nancial pressures

from the bene�ciaries, schemes and the regulator. Although in their initial stages, these interventions have

been welcomed by stakeholders and are certainly a move in the right direction.

Figure 1: Trends in the number of medical schemes, 2004 -2013
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The downward trend in the total number of medical schemes that has been noted for several years continued in

2013. As evidenced by Figure 1, it was most pronounced among small restricted schemes. The sustained reduction

in the number of schemes has been occurring for the past 10 years. There is a clear trend of consolidation in the

private medical scheme industry. The challenge to have an industry that is competitive, �nancially sound and not

dominated by a few schemes as this will have adverse implication for the entire industry remains.

Figure 2 shows an overall increase in the number of medical schemes bene�ciaries between 2004 and 2013. Within

the restricted schemes market, the high increase in bene�ciaries from 2006 can largely be attributed to the impact

of GEMS when it started operations. It however appears that the growth in GEMS has stabilised and hence the trend

in number of bene�ciaries in restricted schemes also stabilised. This trend points to the need for the CMS to continue

its endeavours in ensuring that the industry remains sustainable with emphasis on increasing coverage.
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Figure 2: Trends in number of bene�ciaries, 2004 - 2013
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Figure 3: Trends in the Average Age of Bene�ciaries, 2000 – 2013

Figure 3 shows that there is a large difference in the average age of bene�ciaries between open and restricted

schemes; this is the result of the growth of the Government Employees Medical Scheme (GEMS). The increasing

average age of the open schemes places a heavy burden on these schemes, and unless a risk adjustment mechanism

is considered, the unequal distribution of risk will result in continued failure of smaller schemes at the expense of

older and sicker bene�ciaries.

Trends in total healthcare bene�ts paid

Hospitals and medical specialists continue to constitute the majority of bene�ts paid by medical schemes. In the

2013 bene�t year, bene�ts paid to hospitals and medicals specialists amounted to a combined proportion of 59.8%

with hospitals making up 35.3% of the total bene�ts, while medical specialists make up 24.5% of the total bene�ts

paid in the year. This is a continuation of observed trends in the last several years. Figure 4 refers.
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Figure 4: Trends in bene�ts paid by discipline, 2013

Figure 5 shows trends in the distribution of healthcare bene�ts that medical schemes paid to various

categories of service providers since 2004, adjusted for in�ation to 2013 prices. These �gures are re�ected

per bene�ciary per annum.

Figure 5: Trends in bene�ts paid by di scipline per bene�ciary per annum, 2004 - 2013
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Overall medical schemes’ expenditure on private hospitals decreased slightly in real terms by -0.8% to R39.4 billion

in 2013, compared to R39.7 billion in 2012, representing the �rst year since 2005 in which there was no signi�cant

increase in expenditure paid to hospitals.

However, over the ten years from 2004 to 2013, there has been a historical sustained increase in expenditure on

private hospitals, rising from R25.7billion in 2004 to R39.4 billion in 2013 – in the long run; this will have a

negative impact on the affordability of medical schemes. Affordability is a big challenge on the growth of the private

medical scheme industry, but also on access of healthcare. It is important for CMS needs monitor these costs and

develop strategies to ensure that the bene�ciaries are receiving value for money. One such intervention is ensuring

that the value proposition of the various managed care initiatives implemented by schemes is heightened. Managed

care programs are designed to keep the bene�ciaries out of the hospital. When successfully implemented and

managed, such programs have not only the potential to save medical schemes and bene�ciaries’ money, but also

improve the quality of life of the bene�ciaries.

Measuring the value add of managed healthcare, including patient satisfaction will be an important area of focus for

the CMS over the next �ve years. The imperative of measuring, monitor and improving the quality of health and the

effectiveness of health care system is an important one which must be pursued vigorously. However, overall, many

structural problems remain in the private health system, which, if not addressed will result in an erosion of both

coverage and the quality of coverage.

Figure 6: Trends in claims, non-healthcare expenditure and net results, 2013 prices

Figure 6 above shows trends in claims, non-healthcare expenditure and the net results of all medical schemes since

2000 to 2013. In the earlier years when all medical schemes were required to build up reserves following the

promulgation of the MSA, the overall net results, after the inclusion of investment income, were positive and
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increasing. The surpluses per bene�ciary per annum were subsequently volatile, coupled with an increase in the

claims cost per life. This trend has stabilised in the last few years.
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Figure 7: Trends in non-healthcare expenditure, 2013 prices

Figure 8 below depicts the trends in the 10 most commonly diagnosed and treated conditions from 2007 to 2012.

Due to data limitation, it is currently not possible to isolate the reason for the generally upward trend shown in Figure

8, but generally it could be attributed to improved data management systems of medical schemes and administrators,
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entitlements and changes in care-seeking behaviour. The higher prevalence of bene�ciaries with chronic diseases
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a possible rise in hospital events. Without population-wide interventions to address the root causes of these chronic

diseases the upward trend is expected to continue with increasingly severe impacts on schemes. Protection of risk

pools and growth in younger, healthier bene�ciaries are cr itical for long-term sustainability of the industry. These

interventions must be coupled with increased utilisation of properly structured disease managed care programmes

and the measurement of the outcomes thereof.

Figure 8: The trend in the prevalence of the top 10 diagnosed and treated chronic conditions (2007 –

2012)
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Whilst there has been signi�cant progress in some areas of regulation, there is a lot still to be done as structural

de�ciencies remain with an adverse impact on the industry as a whole. A proposal to address these de�ciencies

should include the following:-

- A standardisation of the process involved in issuing licenses to hospitals in all the provinces throughout our

country. It is important to have these processes in place with immediate effect.

- A Statutory Pricing Authority that will play a signi�cant role in terms of its impact on the cost factor in the

private health care industry.

- The regulation of the supply side of the market needs urgent attention – the lack thereof creates imbalances

in the current environment.

5.1.2. Bene�t coverage (Prescribed Minimum Bene�ts)

PMB level of care is best described as health care that is essential, fair and ensures that all members of a medical

scheme have access to a basic level of health protection irrespective of health risk and bene�t option status. The

overall objective of the PMB Package is to protect medical scheme members against severe �nancial/economic

disaster related to access to services. All medical schemes are required by law to provide for PMBs. In addition,

schemes can also provide for varying levels of discretionary bene�ts.

Some medical schemes tend to manipulate these entitlements. Many members do not fully comprehend scheme

rules. These rules need to be simpli�ed especially in terms of these entitlements. Measures that need to be in place

in order to protect access will include:

- PMBs need to be de�ned as bene�t packages and not as diagnosis treatment pairs which can be simply

expressed in the rules.

- Bene�t designs need to be standardised and simpli�ed and clearly show bene�t exclusions.

- Rules relating to bene�ts ought to be �led electronically.

- Rules regarding Designated Service Providers (DSPs) and protocols need to be clearly laid out in simple

language.

- Price regulation to be introduced for funding PMBs and regulating the extent of balance billing and the use

of co-payments.

Furthermore, the PMB package needs to be reviewed to incorporate preventative care initiatives. This will assist in

reducing healthcare costs by introducing co-ordinated referrals and limiting downstream costs at higher levels of care.

Additionally, such a package should be responsive to the quadruple burden of disease as identi�ed by the Minister

of Health and national preventative care policies; and be cost effective.

5.1.3. Open enrolment

Open enrolment is a cornerstone of the medical schemes system ensuring free movement between schemes and

options without penalty. Recently, there have been signif icant challenges to this provision, with some medical

schemes refusing members cover for a myriad of reasons.

In large measure, this set of circumstances has arisen because of the absence of a system of risk adjustment.

Therefore, strengthening the system of open enrolment requires consideration of the following:

- Further preparations for the implementation of full community rating system that would remove scheme

disincentives to accept poor risks;

- The introduction of strong penalties for any risk selective conduct of this nature; and

- Further clari�cation of provisions governing restricted membership schemes, which presently are not

explicitly spelt out in the law, to prohibit the granting of such status subject to compliance with strict criteria.

Access to medical schemes for many is the means by which they access private services and public services which

require payment. Access is reduced where applicants and bene�ciaries are discriminated against based on their

health status or any factor correlated with it (such as age). High costs and low income are also barriers to access.

Systemic barriers to access can also arise due to the multi-scheme nature of coverage.
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Besides the Regulation 8 challenge which was set aside by the Supreme Court of appeal, other assaults on risk

pooling include the instance where both GEMS and Discovery refused membership to Transmed members. In the

GEMS case, both the Appeal Committee and Appeal board ruled in favour of the Transmed members, but GEMS has

taken the matter to the high court for review. The Appeal Committee ruled in favour of the Transmed members in

the Discovery case. The underlying structural problem in both these cases is the absence of a system of risk

adjustment. The absence of such a system is dire as it results in an unequal playing �eld between schemes and the

resultant distortion of claims due to deteriorating risk pools.

In relation to the Discovery Medical Scheme’s refusal to accept Transmed members, the matter has since been

resolved. The scheme has agreed to accept these Transmed members after engagement with the Of�ce. It however

remains critical that an industry wide solution be developed such that the important principle of open enrolment as

entrenched in the MSA is protected.

5.1.4. Full community rating

Presently community rating only exists within options within schemes. As a consequence a degree of risk rating for

essential bene�ts continues to exist. This occurs because different option designs deliberately attract different risk

groups.

Figure 9 shows the difference between the medical schemes in the estimated cost of the PMB’s per month per

bene�ciary. The amounts and variation are very similar for the other months of 2013. The expected PMB cost for

2013 was R508.20 per bene�ciary per month (pbpm).

It is clear from Figure 9 that schemes do not compete at the same level. Competition amongst schemes is currently

not fair and a system of risk adjustment could equalise the cost of providing bene�ts to members across medical

schemes. This would encourage schemes to compete in terms of ef�ciency rather than on their membership pro�le.

Figure 9: Scheme community rate, December 2013

The absence of the system of risk adjustment perpetuates this phenomenon in medical schemes. The medical

schemes environment is divided into many separate risk pools, which has a number of avoidable systemic

consequences. These include:

- Anti-selective behaviour by members, who buy less cover when healthy and more cover when sick or sicker;

- Medical schemes have an incentive to avoid poor risks and attract only good risks, in part to avoid anti-

selection, but also to price compete with other schemes for equivalent levels of cover;

- Medical schemes have an incentive to unfairly deny access to MMBs or to shift these expenses into self-

insurance pools; and

- Medical schemes have an incentive to compete on risk pro�les instead of underlying health service costs, as

measures targeting the former are easier to implement.

It would require a considerable amount of time for the implementation of a system of full community rating including

a bene�ciary registry, with material implications for the evolution of the medical schemes system. These

changes should occur in conjunction with appropriate changes to the bene�t framework.
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5.1.5. Affordability – healthcare costs

Figure 5 above deals with the increasing cost burden of healthcare bene�ts on members.

Further, the estimated cost of the PMB bene�t package for 2013 is R508,20 pbpm. The current PMB package

involves full cost cover for 26 chronic conditions and 271 diagnosis-treatment pairs – mainly, but not exclusively,

related to serious conditions usually requiring hospitalisation and highly specialised and costly out of hospital care.

The PMB package therefore focuses largely on tertiary care, and there seems to be a need for including primary care

elements in the package, as indicated by the NDoH.

However, this could mean that the introduction of further PMB bene�ts may place further cost pressure on medical

schemes, pushing scheme membership even further out of reach for a larger number of low income individuals, due

to continued increases in costs, especially in the absence of any price regulation.

Given the cost pressures in the environment, an alternative framework may need to be considered. This package will

need to have well de�ned and standardise preventative care bene�ts, amongst other. Such a bene�t framework will

only be viable when coupled with a system that would adjust for risk in order to address the potential anti-selective

behaviour that may arise due to differentiated bene�t packages.

Over the last decade or so, the Council has placed increased emphasis on the need to curb both the spiralling

healthcare costs and inordinate expenditure on non-healthcare, particularly where there is no demonstrable value

proposition. Whilst non healthcare as whole has reduced in real terms, it should be acknowledged that it was coming

off a very high base from the pre regulation era. Further, some constituents of non-healthcare expenditure are still

presenting problems, such as administration fees, broker fees and managed care. The universally accepted principle

of economies of scale does not seem to be evident, where administration costs do not vary with scale. This is also

due to structural problems that exist in the governance frameworks adopted by medical schemes.

Figure 10: Administration costs of the top ten largest schemes, 2013

GAE= Gross administration expenditure

As shown in Figure 10, it is clear that there is no expected relationship between costs and scale in the current

environment. This may have an impact on ef�ciencies as operational ef�ciencies are often greater with increasing

scale. The cost of administration to a medical scheme furthermore depends on the nature and extent of the services

contracted to administrators against payment of a fee which is in�uenced by the complexity of bene�t options

provided for by the scheme.

A factor contributing to increased cost of administration may involve the existence of brokers who render services

which are paid for by medical schemes as a business expense. The Act presently permits a scheme to remunerate

brokers for services rather than members or employers who appoint brokers to advise them on medical
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scheme matters. This practice fails to discount medical scheme contributions where no use is made of a
broker, thereby adding costs to the scheme.
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direct members and provide factual advice to the public. It is worth noting th

A fairly signi�cant long-term impact on scheme costs is possible if the following are implemented:

- A central bargaining process for negotiating provider charges outside of bilateral contracts;

- Promoting alternative reimbursement structures for schemes and managed care entities with providers of

service to incentivise price competition between schemes on claims costs;

- The implementation of governance reforms for schemes (discussed below);

- The introduction of broker reforms which would include:

- A clear indication that members or employers who appoint brokers must pay for such services in addition to

their contributions payable;

- Separating broker fees from scheme contributions and requiring that brokers contract directly with

bene�ciaries and employers; and

- Distinguishing between advice and marketing, creating separate markets for each, and disallowing any broker

offering advice from marketing a scheme or any related party.

5.1.6. Affordability – income

Signi�cant unfairness exists for low-income groups wishing to join a medical scheme, as many of them must pay for

cover without access to a tax subsidy or to the implicit subsidy made available through the means tested public

health system. They are further disadvantaged where the means test excludes them from free public health services,

despite not being able to afford a medical scheme. This dif�culty also applies to many pensioners whose incomes

drop signi�cantly when going into retirement.

Aside from the above there is the problem generated by the necessary PMB framework (needed for risk pooling

purposes) which could end up excluding low-income groups.

The following must therefore be considered to deal with income-related affordability concerns:

The means test for access to public sector hospital services may be adjusted or entirely removed, except for people

covered by a medical scheme;

- The tax subsidy needs to be adjusted to favour lower income contributors;

- An alternative bene�t framework must be considered for persons in lower income bands. Given the recent

proliferation of health insurance products some of which are referred to as gap cover products, coupled with

the rising cost of healthcare (in the absence of structural interventions such as, amongst others, a centralised

bargaining mechanism and a Reference Price List i.e. price regulation, system of risk adjustments) the need

for such a framework has become even more urgent. The high cost of healthcare frequently results in

members being required to make co-payments and be subjected to deductibles. Such a framework would

also allow extended coverage to include the uninsured market; and

- The Act needs to be adjusted to guarantee the full reimbursement of public health services, outside of

bilateral agreements, where the public sector is used to cover medical scheme bene�ts of any form.

5.1.7. Access to schemes

Access to medical schemes typically occurs through employers or brokers advising on individual cover. Given that

brokers may have con�ict of interests due to the current remuneration model and the role that employers play in the

selection of brokers for their employees, access may be restricted through incentives provided by schemes or

employers. It is therefore necessary to introduce a framework whereby members who appoint brokers or employers

who do so on employees’ behalf, remunerate any and all broker fees from their own pocket rather than to incur a

general scheme expense. It is anticipated that a shif t in payment towards broker fees may result in greater

transparency and in addition to a reduction in administration costs of schemes, cause clients to opt for direct access

to medical schemes. Medical schemes ought to take a more active role in marketing cover with a view to attract

at GEMS does not make use of brokers

and yet has the ability to handle direct applications without any dif�culty, while having the lowest administration

costs in the market. Protecting access to schemes requires that the broker framework, discussed above, be

implemented by means of legislative changes to enforce a restriction on liability for payment of broker fees. It also

requires that administrators and schemes have the capacity to deal directly with member applications.
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5.1.8. Challenges in the medical scheme environment

5.1.8.1. Complaints direct to schemes

The Act does require that schemes establish dispute committees to resolve complaints made directly to schemes,

before being escalated to the CMS. However, this framework is not adequately provided for in legislation and more

substantive mechanism needs to be put in place.

It is therefore important that the framework governing scheme disputes be properly provided for through:

- requirements that schemes implement independent dispute resolution committees;

- that schemes resolve disputes within a maximum time period of 30 working days;

- that a speci�c dispensation be required for urgent medical conditions, whereby complaints must be resolved

quicker; and

- that schemes must afford members the opportunity to appeal decisions made in respect of those complaints.

5.1.8.2. Complaints process and appeals

The CMS deals directly with the public where complaints and appeals are concerned. The ef�cient functioning of

these mechanisms is in many respects a measure of responsiveness. However, there are concerns that the of�ce

takes too long to deal with complaints, and that the appeals processes are very slow. The slow pace of complaints

determinations and appeals is sometimes used by some schemes to delay having to comply with the law.

Among others, Council will therefore consider:

- to provide a mechanisms for urgent appeals;

- frequent sitting of appeals;

- amending the Act to compel members to exhaust internal avenues �rst before escalating complaints to CMS;

- amending the Act to enable penalty awards against schemes appealing against rulings for frivolous reasons;

and

- the public dissemination of complaint and appeal determinations to maximise systemic governance effects.

In addressing the issues raised above, the CMS has implemented an Alternative Dispute Resolution (ADR) process.

The primary purpose of this intervention is to establish the extent to which costs can be saved on unnecessary

litigation by members against their schemes, in addition to mitigating the ever increasing volume of complaints being

raised by members of medical schemes directly with the CMS.

5.1.8.3. Accessibility of rules

Although much has been done to ensure that members have access to the rules, they remain complex documents

with language that is not easily understood by members. The proliferation of scheme bene�t designs, most of which

differ only in the detail rather than substance, make it dif�cult for members to know in advance whether they are

properly protected.

The framework for presenting and �ling rules needs to be updated to allow for more streamlined rules that clearly

indicate the bene�ts and rights to which bene�ciaries are entitled. Further, the CMS must develop a framework for

the electronic �ling of rules.

5.1.8.4. Transformation of medical scheme industry

The medical aid industry is far from being transformed. Processes must be put in place to encourage medical schemes

to transform their operations and board representations to re�ect the demographics of the South African population.

The procurement of services must also be geared towards promoting empowerment initiatives of government.

The schemes must be encouraged to adopt best corporate governance practices such as those expressed in the King

Code of Governance.

5.1.8.5. Monitoring and evaluation

Collecting strategic information routinely from schemes and the industry is an important aid to diagnosing systemic

concerns, researching policy, and understanding the impact of reforms. CMS must evaluate the current systems and

processes to collect data. The data must be relevant, reliable and available at the schemes, administrators and

managed care organisations. However, in order to allow for meaningful comparisons between, inter alia schemes,

administrators, disease management programs it is important to start with the de�nition of data variables to ensure

consistency in the data extraction processes in the industry. CMS will require increased investment in the IT
infrastructure to ensure that we have systems in place that will enhance the ef�ciency of the data collection
and analysis.
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5.1.8.6. Council contribution to Policy development

Government intervention in the private health system occurs through regulation rather than direct funding, pooling,

or service provision. This consequently forms part of a suite of interventions, which do involve direct provision, and

social insurance of various forms. In addition, the system forms part of a broader system of social security, which

extends beyond health care. It is consequently necessary to at all times ensure that policy is harmonised across all

state players to ensure that interventions designed for medical schemes serve to strengthen the overall government

response framework. Government has introduced reforms aimed at providing universal access to health care to all

through a system of NHI. A green paper on this reform was introduced in 2012 and Council contributed to this paper

and we are looking to make a meaningful contribution into the recently published white paper on NHI.

5.1.8.7. General research and advice

The CMS has been instrumental in advising on a range of policy areas outside its immediate policy brief, most notably

in the area of private healthcare costs, utilisation and risk adjustment.

5.1.8.8. Support to government processes

The CMS presently provides support to the Minister and Department of Health in a number of areas. These include:

- The full community rating strategy;

- The establishment of a pricing regulator;

- The implementation of system to monitor the private health workforce;

- The establishment of an IT platform for the single exit pricing framework;

- The establishment of a website for managing the single exit pricing framework for medicines;

- Regular interaction with the Ministry in respect of the development of NHI.

5.1.8.9. Regulatory response

The CMS as a regulator can broadly break down its response framework into the following elements:

- Prospective regulation, which deals with registration and accreditation functions, and any other activity,

which provides some form of prior approval. This part of the regulator seeks to prevent problems from

occurring in advance. Over-regulation occurs where the activities are so onerous and poorly designed that

they sti�e innovation and market entry. Within CMS the following activities fall into this framework:

- Registration of schemes;

- Registration of scheme rules;

- Registration of new options;

- Accreditation of administrators;

- Accreditation of managed care companies;

- Accreditation of brokers;

- Review of reinsurance agreements; and

- Approval of expositions for amalgamations and transfers of business.

The prospective regulatory measures, although well developed in CMS, and substantially better than what was in

place prior to 2000, still suffers from a number of shortcomings. These include:

- Filing of rules is still paper-driven;

- The rules are complex and often poorly framed rules are registered;

- The lack of review of old registered rules as the attention is given to new rules and/or amendments;

- Bene�t designs are too complex and naming conventions are not standardised;

- There is no structured approach to deal with marketing material;

- At present the accreditation of administrators and brokers does not adequately respond to

predictable perverse arrangements;

- There is no standardised test required for the appointment of actuaries and auditors of schemes.

- There are gaps that exist in the education and training strategy
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- Concurrent regulation, which focuses primarily on reporting arrangements and ongoing reviews. Within

CMS the following activities fall into this framework:

- Financial and associated reporting (annual and quarterly);

- Requirements for schemes to submit information related to key triggers (e.g. solvency thresholds);

- Real-time �nancial monitoring; and

- Routine inspections.

This framework is now quite advanced and mainly focuses on monitoring indicators of scheme risk but operates in

silos. However, the development of triggers, using compos ite indicators of scheme risk, to ensure a coordinated

response within CMS, has not yet been implemented. The implemented framework would weigh the risk of a scheme

based on a composite set of indicators incorporating: demographic and health risk, �nances, solvency, and

governance, and should be substantially automated.

- Retrospective regulation, which involves reactive regulatory interventions once problems become apparent.

If the prospective framework is inadequate, or the concurrent framework is delayed in identifying problems,

then a great, and possibly impossible, burden can be placed on these functions. Furthermore, where

retrospective actions are not fully carried through or successful actions not properly communicated, the

preventive or knock-on governance effects may be lost and thereby increasing the probability those problems

requiring retrospective interventions will recur. Within CMS the following activities fall into this framework:

- Complaints adjudication;

- Compliance and investigation;

- Council appeal committee; and

- Appeal board.

The retrospective regulatory framework is presently hampered by the inability of the CMS to control prosecutions.

The complaints process appears to be adequately capacitated for existing volumes but potentially underutilises the

information from complaints to achieve systemic change. Major changes required here potentially involve the

collation and use of the complaints database to:

- Name and shame problematic schemes through the public dissemination of complaint determinations;

- Identify and channel information to the prospective regulatory system to prevent future conduct; and

- The collation of complaints information for researching legislative and policy reforms.

The appeals processes are necessary, but extremely time consuming and burdensome. The Council has started with

the programme of Alternative Dispute Resolution (ADR) and a pro-bono legal assistance in order to alleviate the

burden on the appeals process.

The weak penalty framework provided for in the Act removes the deterrent effect of the retrospective framework and

an enhanced and more severe framework is needed. Provision should also be made for the awarding of costs against

schemes for wasting the CMS’s time with frivolous appeals.
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The Administrative Programmes of CMS are effectively focused on the ef�cient functioning of the of�ce and provide

support to the core programmes to ef�ciently carry out their mandates. The programme is made up of the following

sub-programmes:

Sub-programme 1.1:

Programme 1: Administration

Registrar and CEO

Purpose: The CEO is the executive of�cer of Council for Medical Schemes delegated with the mandate of exercising

overall management of the of�ce, and as Registrar, exer cises legislated powers to regulate medical schemes,

administrators, brokers, and managed care organisations.

Sub-programme 1.2: Of�ce of the CFO

The purpose of the sub-programme is to serve all business units in CMS, the executive management team and Council

by maintaining an ef�cient, effective and transparent system of �nancial, performance and risk management that

complies with the applicable legislation. The Internal Finance unit also serves the Audit and Risk Committee, Internal

Auditors, National Department of Health, National Treasury and Auditor-General by making available to them

information and reports that allow them to carry out their statutory responsibilities. By doing this, the sub-programme

helps Council to be a reputable Regulator.

Sub-programme 1.3: Information and Communication Technology (ICT) and Knowledge Management (KM)

The purpose of the sub-programme is to serve the CMS business units and external stakeholders by providing

technology enablers and making information available and accessible.

Sub-programme 1.4: Human Resources

The purpose of the sub-programme is to provide high quality service to internal and external customers by assessing

their needs and proactively addressing those needs through developing, delivering, and continuously improving

human resources programmes that promote and support Council’s vision.

We will ful�l this mission with professionalism, integrity, and responsiveness by:

• Treating all our customers with respect

• Providing resourceful, courteous, and effective customer service

• Promoting teamwork, open and clear communication and collaboration

• Demonstrating creativity, initiative, and optimism

By doing this the sub-programme helps the Council for Medical Schemes by supporting its administration and staff

through Human Resources Management advice and assistance, enabling them to make decisions that maximise its

most important asset: its people and to continue the development of CMS as an employer of choice.

5.2. Organisational Environment
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Sub-programme 1.5: Legal Services

The purpose of the sub-programme is to provide legal advice and representation to the CMS and business units to

ensure the integrity of regulatory decisions.The legal services sub-programme was moved to fall under administra-

tion as this forms part of our support programmes.

The Core Programmes of CMS are mainly concerned with the regulation and stability of the industry. The follow-

ing programmes make up these:

Programme 2: Strategy Of�ce

The purpose of this programme is to engage in projects to provide information to the Ministry on strategic health

reform matters to achieve government’s objective of an equitable and sustainable healthcare �nancing system in

support of universal access and to provide support to the of�ce on clinical matters. The purpose of the Clinical Unit

is to ensure that access to good quality medical scheme cover is maximised and that regulated entities are properly

governed, through prospective and retrospective regulation.

Programme 3: Accreditation

The purpose of the programme is to ensure brokers and broker organisations, administrators and managed care

organisations are accredited in line with the accreditation requirements as set out in the Medical Schemes Act, in-

cluding whether applicants are �t and proper, have the necessary resources, skills, capacity, and infrastructure and

are �nancially sound.

Programme 4: Research and Monitoring

The purpose of the programme is to serve bene�ciaries of medical schemes and members of the public by collect-

ing and analysing data to monitor, evaluate and report on trends in medical schemes, measure risk in medical

schemes and develop recommendations to improve regulatory policy and practice. By doing this the programme

helps the Council for Medical Schemes to contribute to development of policy that enhances the protection of the

interests of bene�ciaries and members of public.

Programme 5: Stakeholder Relations

The purpose of the programme is to create and promote optimal awareness and understanding of the medical

schemes environment by all regulated entities, the media, Council members and staff, through communication, ed-

ucation, training and customer care interventions.

Programme 6: Compliance and Investigation

The purpose of the programme is to serve members of medical schemes and the public in general by taking appro-

priate action to enforce compliance with the Medical Schemes Act.

Programme 7: Bene�t Management

The purpose of the programme is to serve bene�ciaries of medical schemes and the public in general by reviewing

and approving changes to contributions paid by members and bene�ts offered by schemes. The programme helps

analyse and approve all other rules to ensure consistency with the Medical Schemes Act. This ensures that the

bene�ciaries have access to affordable and appropriate quality health care. By doing this the programme helps the

Council for Medical Schemes ensure that the rules of medical schemes are fair to bene�ciaries and are consistent

with the Act.

Programme 8: Financial Supervision

The purpose of the programme is to serve the bene�ciaries of medical schemes, the Registrar’s Of�ce and Trustees

by analysing and reporting on the �nancial performance of medical schemes and ensuring adherence to the �nancial

requirements of the Act. By doing this, the programme helps the Council for Medical Schemes monitor and promote

the �nancial performance of schemes in order to achieve an industry that is �nancially sound.

Programme 9: Complaints Adjudication

The purpose of the programme is to serve the bene�ciaries of medical schemes and the public by investigating and

resolving complaints in an ef�cient and effective manner. By doing this, the programme ensures that bene�ciaries

are treated fairly by their medical schemes.
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5.2.1. Flowing from the general policy direction in healthcare as set out in the NDoH Strategic Plan

2014/15 – 2018/19, as well as imperatives outlined in NDP Vision 2030, the CMS has identi�ed

the following as strategic focus areas for the next �ve years:

5.2.1.1. Strengthening regulatory mandate, amendment of the Medical Schemes Act and

regulations, measuring the quality and outcomes of healthcare in medical aid

schemes

CMS, as a regulatory authority, can only be as effective as the legislation (MSA) enables it to do so. The last

amendments to the MSA occurred ten years ago. Gaps in the current framework have been identi�ed since then as

well as structural de�ciencies which impact on the sustainability of the medical schemes environment and their role

in the wider health policy framework. These challenges include mandatory membership for all who are employed,

issues relating to open enrolment, strengthening the provisions relating to the PMB review process and associated

improvements and enhancing governance aspects of medical schemes.

There are also challenges with respect to the transfer of members to open schemes, re-enrolment of members

following termination due to non-disclosure, community rating and PMB payment shortfalls.

A draft MSAB was submitted to the NDoH in October 2013. A fully functional medical schemes industry requires

that these essential legislative reforms be pursued and adopted diligently.

The CMS submitted draft regulations on the review of PMBs to the NDoH in 2010. Since then, work has commenced

to include the following aspects in the PMB package:

- Introducing a preventative component to the PMB regulations providing for a more broader package;
-

Decreasing the emphasis on the component that is largely curative and hospicentric; and
-

Costing of the preventative add-on component and also the entire PMB package as a whole by embarking

on a costing analysis project.

A proposal that �ts in with the progress towards the evolving NHI will be submitted by the CMS to the NDoH.

The CMS has been working with the NDoH on the social impact analysis of the Medical Schemes Amendment Bill.

Governance in Medical schemes

As medical schemes operate in the private sphere, and are owned by their members, corporate governance

arrangements determine whether the scheme acts in the interests of bene�ciaries or in the interests of of�ce bearers

and commercial interests. The Act as introduced in 1998 and amended in 2003 removed some of the more �agrant

failures in the corporate governance framework. However, the present framework falls far short of the appropriate

standards required to avoid predictable principal – agent problems.

The policy and legislated framework needs to be enhanced with a view to having a more comprehensive model in

place. The aim is to have appropriate standards to avoid predictable principal-agent issues and problems. Reforms

in terms of governance principles and policy contained in the MSAB have been submitted to NDoH already. These

include, amongst other aspects, the following: introducing greater oversight of board elections, introducing �t and

proper criteria, clearly delineating the roles and responsibilities of the board vis-à-vis the principal of�cer (PO),

designating the PO as the Chief Executive Of�cer (CEO), limiting the terms of board members, introducing benchmark

governance guidelines, introducing a stringent de�nition of con�ict of interest, and increase the percentage of elected

trustees.

Corporate governance failures, exacerbated by a weak legislative framework, are further deepened by the inability of

the CMS to criminally prosecute scheme of�ce bearers for fraud and contraventions of the Act. Collaboration with

the National Prosecution Authority (NPA) has failed in a number of instances. This failure has systemic consequences

for the industry because it may create the impression that acts of fraud will not lead to criminal prosecution or do

not carry serious criminal consequences.

The failure of collaboration between the CMS and the NPA, resulting in an inadequate response to criminal cases

involving substantial funds needs to be taken up at two levels: The matter needs to be raised with the Minister of

Health and the Minister of Justice; and mechanisms to support the NPA with CMS resources need to be explored.
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Assessment of the value add of managed care in the medical scheme environment

Managed care as a health and quality intervention has evolved in South Africa over time. There are also different

permutations of this intervention; the question remains whether there is any value? Is managed care the strategy

that will �x healthcare?

The value in terms of health care delivery is fast becoming the over-arching goal in health for the future in our country.

There is a need to demonstrate that cost effective interventions also provide value for members, in terms of quality

health outcomes. Achieving best outcomes at the lowest cost is the goal, as it also creates the foundation for

improved clinical governance.

There is a shifting focus throughout the world to the patient outcomes achieved. This is known as value-based health

care, also known as the “value agenda”.

In contributing to the value agenda, the CMS has made progress towards establishing Task Teams with stakeholder’s

to respond to the important questions relating to the value proposition of managed health care being funded by

medical schemes.

In line with the emphasis on quality of care as outlined the “NDP Vision 2030” and in the NDoH Strategic Plan

2014/15 to 2018/19, the CMS has already commenced work in this area, specifically on chronic conditions (CDLs)

and Utilisation management of services: hospitals and medicines – eliminating waste from the system, which will be

further developed in the next �ve years. The NDoH guidelines serve as a minimum benchmark for quality health

outcomes.

5.2.1.2. The development of a bene�ciary registry to facilitate the collection of data

The mission of CMS is “Protecting the public and informing them about their rights, obligations, and other matters

in respect of medical schemes”. Currently, CMS has no database of be ne�ciaries and is unable to ef�ciently

communicate and reach out to bene�ciaries effectively in order to meet the mission statement above.

The Bene�ciary Registry Project (BRP) entails the development of a system for the registration of a set of

information/data from medical schemes about a bene�ciary in terms of entering/exiting a scheme and when other

details change.

Sections 7(c) and 42(3) of the Medical Schemes Act 131 of 1998 make provision for CMS to collect the relevant

data per bene�ciary from medical schemes.

The strategic bene�ts of the BRP are as follows:

- The ability to track the movement of a member between schemes and options. This will enable CMS to

verify anti-selection member behaviour alluded to by medical schemes whereby members buy less cover

when healthy and more cover when sick. Hence, a better understanding of health-seeking behaviour by

members will be obtained.

- BRP will collect membership data by districts and hence its relevance to the evolving NHI. A combination

of data from the BRP and PCNS databases will provide a geospatial analysis that can assist the NDoH in

resource planning activities.

- BRP will play a vital role in education of members and in doing surveys to access patient satisfaction

(managed care). Bene�ciaries will become more aware of their rights as well as get educated on aspects

relating to medical aid bene�ts they pay for. This will also bene�t schemes, as better educated members

will lodge fewer complaints.

- The BRP may assist SARS in the veri�cation of member data for tax purposes.

- Ability to obtain data on speci�c variables such as whether a member has additional top-up hospital cover.

This is of strategic signi�cance in view of the Demarcation Regulations and its implications for the industry.

- It will be easier to enhance marketing of CMS services and to obtain feedback from members.

- The allocation of a unique bene�ciary identity number for life. This will allow administrators to verify previous

membership and access membership history.

- Assist in the prevention of fraudulent member activity, such as accessing state facilities claiming bene�ts or

belonging to more than one scheme.

- BRP will lay the foundation to implement a system of risk adjustment.
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The BRP will also go a long way in improving health information systems of the CMS in its role as regulator, and the

country in general.

As the bene�ciary registry project unfolds over the next �ve years, the industry will be engaged and consulted through

an inclusive collaborative process and by ensuring that the most relevant and up to date information security methods

and technology is used to protect the con�dentiality of data being collected. Measuring quality of healthcare in

medical aid schemes

5.2.1.3. Demarcation Regulations

Treasury published Draft Demarcation Regulations to the Short Term insurance Act of 1998 and Long Term Insurance

Act of 1998 in March 2012 and April 2014 respectively. The public comments have been considered with Treasury

and FSB. Most commentators argue that in favour of short-term insurance. In spite of not being accessible to

vulnerable groups, Gap Cover products are particularly preferred by brokers and members of the public who currently

have no such cover.

The commentators have argued that Medical Scheme cover is insuf�cient, that there are many gaps in cover and

that members frequently have to make co-payments and face deductibles. The high cost of medical schemes was

also raised by many commentators. Many commentators argued that the underlying reason for the need for Gap

Cover was due to the fact that professional fees charged by specialists and hospital fees were very high and that

these needed to be regulated. Other commentators raised systemic problems in medical schemes environment such

as that there is no risk adjustment system in place, or the absence of mandatory membership of medical schemes,

as underlying problems which necessitated the existence of Gap Cover products.

Development Capacity / Resource Requirements

Treasury has advised of its intention to promulgate the Demarcation regulations from the beginning of 2015. The

draft Regulations are structured in such a manner that all the products that were registered before 2008 must be

resubmitted for adjudication by both CMS and FSB to determine whether they are not in contravention of the Medical

Schemes Act and the Demarcation regulations. In addition, all prospective applicants will similarly undergo scrutiny

by both regulators for the same purpose. It should also be noted that the de�nition of the business of a medical

scheme has been amended by Treasury in consultation with CMS through the Financial Laws General Amendment

Act. The amended de�nition will only come into effect at the same time as the promulgation of the draft Demarcation

regulations.

Since the ruling of the Supreme Court of Appeal in 2008 which allowed Gap Covers in the matter of Guardrisk,

products that purport to be Gap Covers have �ooded the market. Most of these products are in actual fact doing the

business of a medical scheme without being registered. Our strategy is to commence with full scale enforcement

action as soon as the draft Demarcation regulations are promulgated.

Since the second publication of the draft Demarcation regulations, some providers of Gap Covers have approached

CMS and some schemes with a view to enter our regulated space.

CMS will continue engaging FSB speci�cally on their ideas and suggestions of our recommended resource and

capacity requirements.

5.2.1.4. An Evaluation of the Adequacy of the Current Solvency Framework

Currently, Regulation 29 of the Medical Schemes Act details the following:-

- How much reserves i.e. accumulated funds medical schemes should have; and

- The de�nition of accumulated funds

Medical schemes are currently required to maintain accumulated funds expressed as a percentage of gross annual

contributions which may not be less than 25%. There have often been debates and challenges to this regulation and

the somewhat undesirable effects of the manner in which the solvency ratio is calculated.

In order to fully understand the matter and related consequences, the CMS should undertake a research project that

will begin to respond to the challenges. The following are concerns that will need to be catered for in the research

project:-
- Impact on affordability aspect of health care

- Effect on market concentration

- Implementation challenges of an alternative framework and the impact on the industry as a whole

- The resultant solvency framework should be one that strengthens the sustainability of medical schemes,

and is in line with prudential regulatory developments both nationally and internationally.
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5.2.1.5. Enhancing the effectiveness of Council and its Committees

Council as an oversight authority is charged with providing strategic direction to the operations of CMS.

In order to enhance the effectiveness and functioning of Council the following needs to be put in place:

- Rules governing the functioning of Council and its Committees, the purpose of which is to set out clear roles

and responsibilities and general rules on the functioning of Council, must be �nalised and approved -

- CMS has embarked on a process of drafting and publishing rules of the Appeals Committee to streamline

the appeals procedure. Members of the public were invited to make comments on the draft rules in

Circular 48 of 2013. The updated and �nal version is being considered for approval and publication.

- Council should adopt a code of conduct that deals with areas of �duciary responsibilities, con�ict of interest,

ethics and attendance of meetings – CMS will develop a code of conduct with input from Council for their

adoption.

- Proper records of the deliberations of Council and Resolutions should be enhanced and properly documented

– the Secretariat will be guided on recording of Council deliberations and resolutions.

- Annual assessment of the functioning of Council, its Committees and members must be undertaken – CMS

has appointed a service provider to assist Council with the annual assessment of members and Committees.

5.2.1.6. Improving the Visibility and Reach of CMS brand

Organisations that have developed successful brands have created a culture in which all areas of the organisation

are committed to the branding process. Therefore, employees are viewed as playing a crucial role in creating brand

awareness as they facilitate the interface between the organisation and industry (Eisingerich & Rubera, 2010:65),

thus making a signi�cant contribution to the organisation’s reputation.

Below are challenges facing brand awareness:

- There is a lack of information and knowledge amongst stakeholders, in particular employer groups and

medical scheme members, as to the role of and the support provided by CMS.

- There are different interpretations and implications of the Medical Schemes Act as to the roles and

responsibilities of the various stakeholders.

- The communication and information efforts of medical schemes and other stakeholders at times

misinforming medical scheme members of their rights.

- Communication to individual members, employer groups and rural areas is not suf�cient.

- There is a lack of overall awareness of the CMS, i.e. the brand of CMS.

- The reputation of the CMS is at stake due to the lack of proper stakeholder relationships.

These challenges will change as and when circumstances and perceptions change.

In order to improve the reputation of CMS, the following has to be implemented:

- Facilitate information �ow about the Medical Schemes Act and the functioning of the CMS;

- Ensure that communication and information addresses stakeholders’ needs with regards to their

requirements of the Medical Schemes Act and interpretation thereof;

- Create the opportunity for stakeholder participation;

- Clarify and enhance awareness of the objectives and functions of the CMS

- Improve the brand of the CMS; and

- Improve relationship with the Executive Authority

Effective stakeholder relationships and involvement is critical to the success of complying with the Act and its

regulations regulated by the CMS. CMS has a duty to create optimal awareness and understanding of regulatory and

policy developments and industry trends in the medical schemes environment.



37
Part A

5.2.1.7. Development of Information Technology (IT) information systems and Knowledge

Management to improve ef�ciencies in the Organisation

Over the next �ve years, the following Information and Communication Technology (ICT) strategic roadmaps will be

followed for each of the various domains (ICT infrastructure, software development and knowledge management) in

order to strategically align ICT with business.

ICT Infrastructure

Given the complexity, challenges and risks associated with physical servers that the CMS had procured over time, a

new server hosting facility and network cabling/switching infrastructure was acquired. The main drive over the next

�ve years will be to:

- Reduce the complexity and mitigate the risks associated with an ageing server environment by identifying

servers which can be outsourced to cloud hosting providers (mail and mail archiving).

- Virtualisation of the existing physical server environment, thereby reducing the number of physical machines

from 30+ to just 3, thus enabling a much more manageable infrastructure.

- Ensuring a proper business continuity and disaster recovery solution by establishing a passive node of the

virtualized servers at a remote hosting site, and

- Eventually completely relocating the entire on premise virtualized infrastructure to a hosted environment.

Further to the above, we will implement a uni�ed communications solution and upgrade our data link and information

security solutions to accommodate anticipated ICT solutions such as the bene�ciary registry and other data intensive

applications.

Software Development

Our software development drive will further exploit and expand the Microsoft Dynamics Extensible Relationship

Management (XRM) platform by introducing the scheme, bene�t option and bene�ciary registries as well as a case

management system which will be driven by the XRM platform, including the integration of CMS legacy systems into

this system. This platform will enable agility and enhance the responsiveness of IT infrastructure to rapidly changing

business needs. Our statutory return system will also be updated in close collaboration with schemes and

administrators and will be a dynamic database driven system which will allow for faster and more accurate collection

of data whilst reducing the administrative burden on users.

Further to the above, we will continue to exploit the recently acquired business process management software suite

to automate all major business processes within the CMS.
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Knowledge Management

The CMS will continue with its drive to unlock information within the organisation thereby creating and maintaining

an environment where information and knowledge becomes paramount. A crucial part of this “unlocking” of

information is the scanning of CMS records, the process of object character recognition and the storing of such records

on a proper electronic document management system. The drive to expand the electronic capturing of all CMS records

will be continued. We also intend further enhancing and integrating our electronic document management system.

Apart from the above we further intend:

- Making our E-library an even more effective information tool, that provides up to date information to CMS,

by creating an E-Library which will provide

- A baseline of access tools for both archival and latest books and articles contents in the Resources

Centre repository, where users are able to perform a Bibliographic searching through either a title,

author, subject, ISBN, publisher, and year of publication.

- Universal access to all relevant online databases to CMS staff

- Establishing a fully functional Registry Of�ce which will eventually perform a bureau scanning, indexing and

retrieval service for CMS.

5.2.1.8. Continuous improvement of CMS as Employer of Choice
In line with other service organisations throughout the world, the CMS’s biggest resource is its human capital and it

is essential to ensure that employees are well looked after. The challenge is always to retain talent within the

organisation. CMS has identi�ed a succession planning project in order to mitigate the challenge of staff retention.

Key positions have been identi�ed and possible successors are now being mentored and coached. This project will

be completed in 2016.In order to remain employer of choice, succession planning, benchmarking of bene�ts,

improvement of the performance and development system must receive special attention in this planning cycle.

The CMS has recently experienced a high staff turnover which is a trend that could potentially harm the operations

of the organisation due to the specialised nature of skills required. CMS continues to benchmark its bene�ts with

similar entities in the market in order to remain competitive. The performance and development systems are in place

to encourage outstanding performance. The CMS also pays particular attention to relevant labour legislation such as

the Labour Relations Act, Basic Conditions of Employment Act and the Employment Equity Act. An employment

equity plan is in place and is reviewed from time to time.

5.2.1.9. Adequate and Sustainable Funding of the operations of CMS

Council for medical schemes receives its funding mainly from levies on medical schemes. The challenge is that

Council is not able to charge more than the in�ation rate because the burden goes to the members of medical

schemes. It is increasingly dif�cult to regulate adequately within the con�nes of the current funding structure.

Furthermore National Treasury provides guidelines for expenditure increase for all public entities. This is often limited

to in�ation or below in�ation. The challenge is that Council is not able to undertake major strategic projects which

require substantial funding e.g. The IT infrastructure requires upgrading and therefore more funding. The legal fees

in our operation are a case in point where the budget is always limited and the legal challenges are growing each

year.

Additionally, remuneration of employees must also be competitive and market related in order to retain experienced

and specialist staff for purposes of institutional memory and to also facilitate the carrying out of our mandate in this

ever evolving and complex environment. The CMS must therefore consider alternative funding models, in line with

relevant legislative requirements.
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5.3. Strategic Planning process

Strategic and Annual performance plan - January 2016

The strategic plan 2015 to 2020 and annual performance plan 2016/17 was developed taking into account the vision

of the National Department of Health as our Executive Authority. Management held a workshop to identify key

strategic matters which have been elaborated in this document. A consultation was also held with Council in the form

of the Chairperson and the Department of Health to discuss further strategic matters for incorporation into this

strategic document. The Executive Authority advised us that we needed to further align our plans with the Framework

for strategic and annual performance plans.

Portfolio Committee feedback

At the Portfolio Committee meeting of 15 April 2015 the Committee raised a number of issues concerning CMS

strategic plans. Taking the comments of the Committee into consideration CMS has revised the strategic plans 2015

to 2020 as per the inputs received. Below are the comments received together with CMS response:

1. CMS should comment on Transfer from National Treasury

∙ CMS does not receive a transfer from National Treasury. CMS is funded through the raising of levies.

CMS does however receive a grant from Department of Health and this is explained in the budget

write up in the annual performance plan.

2. CMS did not follow the framework format

∙ The format of the plans have been corrected as per the framework

3. There were no explanation on programme structures

∙ Organogram of the organisation has been included in strategic plan under the heading Organisational

environment together with the purpose of each of the programmes.

4. There is no Oriented Goals

∙ The strategic goals did not appear under the heading Strategic Oriented Goals but was included in

the strategic plans. The heading has now been added with the strategic goals now featuring under

this heading.

5. There is no baseline information provided for strategic objectives and indicators

∙ baseline information has been provided, the baseline �gures have been updated to 2014/15

The contents of the situational analysis has not been changed and will remain as per the submission made for 2015-

2020.
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1. Programme 1 (Administration)

The Administration programme consists of �ve sub-programmes, each of these sub-programmes provide support

services for the core business units of CMS. These sub-programmes allow CMS to carry out its operations in an

ef�cient and effective manner.

Sub-Programme 1.1 (CEO and Registrar)

Purpose (CEO and Registrar)

The CEO is the accounting of�cer exercising overall control over the of�ce of the Council for Medical schemes,

and as Registrar, he exercises legislated powers to regulate medical schemes, administrators, brokers, and

managed care organisations.

1.1.1.Resource considerations (CEO and Registrar)

The Of�ce of the CEO and Registrar is currently adequately resourced in order to meet its objectives for the

ensuing �nancial years. There will be no need for further human resource requirements for the of�ce.

1.1.
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Sub-Programme 1.2 (Of�ce of the CFO)

Purpose (Of�ce of the CFO)

The purpose of the sub-programme is to serve all business units in CMS, the senior management team and

Council by maintaining an ef�cient, effective and transparent system of �nancial, performance and risk

management that complies with the applicable legislation. The Internal Finance unit also serves the Audit and

Risk Committee, Internal Auditors, National Department of Health, National Treasury and Auditor-General by

making available to them information and reports that allow them to carry out their statutory responsibilities.

By doing this, we help Council to be a reputable Regulator.

1.2.1.Strategic Objectives (Of�ce of the CFO)

Goal 3 CMS is responsive to the environment by being a fair, transparent, effective and ef�cient

organisation

1.2.



48
Part B

In order to strengthen the unit to deal with the demands of Supply Chain Management, a Supply Chain of�cer

was appointed in 2014/15. The unit has noted that the area of supply chain management may need further

capacity – this will be considered in the �nancial year 2017/18. The area of risk and performance management

would also need further capacity in the next �nancial year. Currently there is only one person responsible for

both risk and performance management in the organisation.

The unit will be implementing a risk management software tool, allowing for more effective tracking of CMS

risks. Currently the unit uses a manual excel spreadsheet to capture the risks. To further strengthen the risk

management processes the risk management software tool is needed to assist the CMS to manage the critical

elements of the entity – compliance, �nancial and operational risk management initiatives – in a more effective

and ef�cient way. Processes assessing risks and object ives across CMS, linking risks to strategic objectives,

monitoring risks and managing risk response strategies will be automated. Executives will be able to quickly

assess problem areas, proactively adjust processes to respond to issues and track progress through reports and

automated alerts.

The unit will be embarking on a project of business process mapping. Business process mapping refers to

activities involved in de�ning what a business entity does, who is responsible, to what standard a business

process should be completed, and how the success of a business process can be determined.

The main purpose behind business process mapping is to assist organisations in becoming more ef�cient. A

clear and detailed business process map or diagram allows anyone externally or internally to look at whether or

not improvements can be made to the current process.

Business process mapping takes a speci�c objective and helps to measure and compare that objective alongside

the entire organisation's objectives to make sure that all processes are aligned with the company's values and

capabilities. As the project will be taken up in house and will not be seeking the help of service providers it is

estimated that the project will take a period of two years to complete.

1.2.2.Resource considerations (Of�ce of the CFO)
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1.2.3.Risk Management

Risk Name: Supply Chain Management

Risk impact on the strategic objectives

The area of supply chain management has been identi�ed as a risk area within the internal �nance unit which

requires close monitoring. There have been a number of �ndings from the Auditor General on non-compliance

to Treasury Regulations relating to the supply chain. In order to enhance the internal controls the unit recently

appointed a Supply Chain Of�cer. Policies regarding SCM have to be further developed as well as monitoring

systems needs to be implemented to ensure compliance.

Risk name: Asset Management

Risk Impact on the strategic objectives

Asset management has been identi�ed as one of the high risk areas within the internal �nance unit. AG has

raised a number of �ndings around this area in the past years ranging from asset veri�cation, assets no longer

in use but still listed on the asset register, asset review of useful lives. All these �ndings are generally around IT

assets. The unit has resolved that asset quarterly veri�cation should focus more on IT assets as it is the risk

area, review of asset useful lives will be performed early in the year and this process will also identify assets

which are no longer in use.
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Sub-Programme 1.3 (Information and Communication Technology

(ICT) and Knowledge Management (KM))

Purpose (ICT & KM)

The purpose of the sub-programme is to serve the CMS business units and external stakeholders by providing

technology enablers and making information available and accessible

1.3.1.Strategic Objectives (ICT & KM)

Goal 3 CMS is responsive to the environment by being a fair, transparent, effective and ef�cient

organisation

1.3.
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Strategic Objective 1.3.3.1 - An established ICT Infrastructure that ensures information is available,

accessible and protected

The following diagram provides a roadmap of the intended operations for the next 3 years:

Server and Desktop Virtualisation

The server and desktop virtualisation drive is proceeding at a slower pace than anticipated, mainly due the time

and effort required to make logistical arrangements for the relocation of the CMS Server Farm and ICT

Infrastructure from the previous of�ces in Hat�eld to the new location in Centurion during 2013 and the planning

and selection process for the right virtualisation platforms and software during 2014. The unit is therefore still

in the planning phase of the virtualisation rollout. The intention remains to reduce the number of physical servers

from the current 30 plus to no more than 3. This will make it easier for the unit to perform remote online

backups as well as introduce a remote disaster recovery (DR) site which will allow for real-time failovers in case

of an emergency situation or disaster which warrants the evacuation of the current building/premises (a hot

site).

1.3.2.Resources considerations (ICT & KM)
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Network connectivity

A new 8Mb Fibre internet link was acquired in line with the CMS requirement to increase bandwidth over the

next three years to accommodate our linkage to remote backup and DR sites as well as other hosted solutions.

It has however become clear that this link may not be adequate to accommodate our real-time linkage and

replication requirements as well as the anticipated demands which new systems such as the bene�ciary registry

and dynamic database driven returns may require going forward. To address this anticipated bandwidth issue,

the CMS intend to increase the bandwidth of this link from 7Mbps to 20Mbps in the next three years.

Telephony

The unit will continue with telephony and data convergence and will investigate various solutions such as

Microsoft Lync Server. This will ensure that the CMS workforce mobility and “bring your own device” (BOYD)

drive is further enhanced.

Disaster Recovery (DR)

The unit’s roadmap from server virtualisation to remote backup and DR will ensure that the CMS can remain

fully operational even if the physical premises is compromised. Various solutions will be investigated. These

solutions will ensure that there is always a workable virtual instance of any of the CMS core servers at a remote

site which can be started up in case of a disaster occurring. A �nal decision on exactly which solution to deploy

will depend on the outcome of a comprehensive disaster recovery assessment which is currently being

undertaken internally with the participation of all business units within CMS.

Network Security

The unit will continue to expand on the security modules at �rewall level. Some of the modules likely to be

acquired will improve the management of different devices which link to the CMS network and include modules

for data loss prevention (DLP) as well as full disk encryption and mail encryption. This will not only enhance

network security but will also ensure the CMS complies with relevant legislative requirements such as the POPI

Act. The anticipated rollout of a bene�ciary registry will demand that the CMS can provide assurance of privacy

and con�dentiality of member data at all times.

Helpdesk Support

The unit has over the past year embarked on an improvement of the IT Helpdesk function by acquiring the

temporary services of a dedicated Helpdesk Technician. This has allowed the CMS IT Helpdesk Coordination

function to render a much improved call logging and follow up service to end-users and to implement several

measures grounded in the Information Technology Infrastructure Library (ITIL) framework, which focusses on

improving IT service delivery. Going forward, the unit intends to solidify this arrangement by the permanent

�lling of the Helpdesk Technician post. The unit intends to acquire an ITIL module for the automated helpdesk

management system allowing end users to complete required forms related to the CMS ICT Policies and

Procedures online. This will reduce the administrative burden related to these policies while aligning these

policies and procedures with speci�c service requests.

Strategic Objective 1.3.3.2 - Provide software applications that improve business operations and

performance

The software development sub-unit will embark on the following software development projects in the next three

years. All of these projects strategically complement the overall healthcare goals. These projects include but are

not limited to:

The rollout of a bene�t option and scheme registration system (2014/15 – 2015/16)

The Development of a new system for the collection of Statutory Return Utilisation Data using a

Dynamic Database Driven Metadata approach (2015/16 – 2016/17)

A medical scheme bene�ciary registry (2014/15 – 2017/18)

Apart from the above internal demands, the CMS has engaged with the National Department of Health to assist

with the development and hosting of:

A Single Exit Price System for drugs (medicines) (2015/16)



53
Part B

The following diagram provides an overview of the high level Enterprise Architecture Framework, - to

address these demands - which the CMS aims to fully implement in the next 5 years. The framework

indicates interfacing with various pricing and coding systems which will not necessarily reside with or be

hosted by the CMS:

The sub-unit used Microsoft Dynamics XRM to develop a new medical scheme registry and bene�t option

registry. Both these registries will go live in November of this year (2014). The new bene�ciary registry will also

be based on this platform.

The sub-unit will utilise the built in Reporting Services functionality of Microsoft SQL 2008 R2 as well as the

Tableau Business Intelligence tool to produce meaningful management dashboards to aid in risk based decision

making. To achieve meaningful reports the unit wishes to establish a proper business intelligence environment

over the next 3 years. This will enable management to access different dashboards of their data for better

decision making.

In order to meet the software development skills required to build the new applications outlined above, the

capacity of the software development unit will need to be enhanced. To this effect, a process has been set in

motion to �ll two additional Senior Software Developer positions over the next two years.

In addition to �lling these positions, the CMS will also acquire the skills of two temporary developers to �nalise

development of the long anticipated Single Exit Price (SEP) System for Medicines. The development is being

undertaken for the National Department of Health and the funding for these temporary positions will be acquired

from surplus funds realised through savings incurred on the National Department of Health annual grant.

Finally, the CMS has invested in an Enterprise Business Process Work�ow solution called FlowCentric. The

intention is to digitise all the critical work�ow processes in CMS over the next three years. To this end, the

CMS Procurement process has now been developed as the �rst major work�ow process and it will be rolled

out across the CMS during August 2014. It is believed that the successful digitisation and rollout of our

critical work�ow processes will not only assist in making the CMS more responsive and administratively agile

but should also improve audit compliance.
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Strategic Objective 1.3.3.3 - Effectively provide information management services and organise and

manage organisational knowledge with a view to enhance knowledge sharing

Part of this sub-unit’s main objective is to unlock information within CMS, creating and maintaining an

environment where information and knowledge becomes paramount. The web based E-library should be viewed

as a positive step in unlocking new information and the sharing of it within the organisation. The sub-unit will

endeavour to continue improving this E-library.

The scanning of CMS records is continuing. So far, the sub-unit has been able to scan all documents located in

the local �ling room, as well as all the records of the Bene�ts Management Unit located at Metro�le, using a

bureau scanning service. A process of unlocking information from the CMS scanned documents by batch object

character resolution (OCR) processing also continues.

A more robust electronic document management (EDMS) solution in the form of M-�les has been acquired, and

has been deployed throughout CMS. This system has been enhanced and now allows users remote access either

through a mobile application or via the native M-Files client. The sub-unit intends to further improving this

system while integration with other CMS systems will continue over the next three years.

The next three years will place the following requirements on Knowledge and Records Management:

To make the E-library an even more effective information tool, that provides up to date information to

CMS

Establish a fully functional Registry Of�ce which will perform a bureau scanning and indexing service

for CMS using outsourced bureau scanning services to continue to scan all documents of signi�cance

at our offsite location.

Human Resource requirements

In order to meet the demands outlined above, the following human resource requirements will have to be met.

1.3.3.Risk Management

Risk Name: Human Resources

Risk impact on the strategic objectives

Although the CMS has grown exponentially in the last 5 years, IT has remained unchanged with regards to the

staff compliment in the network and software sub-units. The unit has a substantial increase in projects,

maintenance and enhancements to legacy systems as well as increased workload on the helpdesk and

networks. In order for the unit to meet its strategic goal all operational requirements that arise from the different

units we support at CMS have to be ful�lled and satis�ed.

In order to try and mitigate this risk, a motivation was submitted to the HR sub-committee for the addition of

2 new developers in the software sub-unit. In the network sub-unit a temporary IT technician has been

appointed while a motivation has been submitted to the HR sub-committee for a permanent post to be created.
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Sub Programme 1.4 (Human Resources Management unit)

Purpose (Human Resources Management unit)

The purpose of the sub-programme is to provide high quality service to internal and external customers by

assessing their needs and proactively addressing those needs through developing, delivering, and continuously

improving human resources programs that promote and support Council’s vision.

We will ful�l this mission with professionalism, integrity, and responsiveness by:

• Treating all our customers with respect

• Providing resourceful, courteous, and effective customer service

• Promoting teamwork, open and clear communication, and collaboration

• Demonstrating creativity, initiative, and optimism

By doing this we help the CMS by supporting its administration and staff through Human Resources

Management advice and assistance, enabling them to make decisions that maximise its most important asset:

its people and to continue the development of CMS as an employer of choice.

1.4.1.Strategic Objectives (Human Resources Management Unit)

Goal 3 CMS is responsive to the environment by being a fair, transparent, effective and ef�cient

organisation

1.4.
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1.4.2.Resources considerations (Human Resources Management Unit)

A new approach has been adopted by the organisation to look into repurposing all employees in the organisation

to allow for rotation within the units and across units. This will improve on skills development and career

pathing. Resource requirements will therefore be looked into in the year after this decision has been revised. A

principal in sharing Executive Assistant was adopted by the organisation.

1.4.3.Risk Management

Risk name: Low staff morale

Risk impact on the strategic objectives

Low staff morale was identi�ed in 2014 as a risk and that it can lead to compromised service delivery through

increased employee turnover, increased employee con�icts, excessive stakeholder complaints, lack of trust and

inadequate communication. Unfortunately for all of the above reasons and more, this translate to the negative
attitude and perception towards the employees’ job, work environment, team members, management and the

organisation as a whole.

From 2014 the unit commenced with various programmes to mitigate this risk. These include, improvement of

staff and management engagement through mentoring and coaching programmes, benchmarking staff bene�ts

and making sure that the CMS bene�ts are competitive with other organisations. We plan to continue with the

Executive Management development programmes/workshops, team building exercises and motivational talks.

We have also introduced staff consultation meetings facilitated through the Employment Equity Forum which

has created a platform for engagement between staff and management.
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Sub - Programme 1.5 (Legal Services Unit)
Purpose (Legal Services Unit)

The purpose of the sub-programme is to provide legal advice and representation to the CMS and business

units to ensure the integrity of regulatory decisions.

1.5.1.Strategic Objectives (Legal Services Unit)

Goal 3 CMS is responsive to the environment by being a fair, transparent, effective and ef�cient

organisation

1.5.

1.5.2.Resource considerations (Legal Services Unit)

There has been an upward trend in unplanned litigation against the CMS, in reaction to our regulatory

interventions. This has placed strain on the legal fees budget and available resources. This trend is expected to

continue going forward, with the resultant upward expenditure on legal fees. The staff complement in the Unit

will need to be increased going forward, to accommodate this trend.
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1.5.3.Risk Management

Risk Name: Delay in approval of Medical Schemes Amendment Bill

Risk impact on the strategic objectives

Overlapping and con�icting legislation and delay in the amendment bill to address gaps identi�ed in the Medical

Schemes Act (MSA) are major challenges to the CMS. The Medical Schemes Amendment Bill has been submitted

to the Department of Health. The Council and the Registrar will continue to face challenges to the Act from the

schemes and the public until such time that the bill is made into law.

To mitigate this risk the unit does continuous follow up with the Department of Health on the Medical Schemes

Amendment Bill.
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2.

2.1.

Programme 2 (Strategy Of�ce)

Purpose (Strategy Of�ce)

The purpose of this programme is to engage in projects to provide information to the Ministry on strategic health

reform matters to achieve government’s objective of an equitable and sustainable healthcare �nancing system

in support of universal access and to provide support to the of�ce on clinical matters. The purpose of the Clinical

Unit is to ensure that access to good quality medical scheme cover is maximised and that regulated entities are

properly governed, through prospective and retrospective regulation.

Strategic Objectives (Strategy Of�ce)

Goal 1 Access to good quality medical scheme cover is promoted

Goal 2 Medical schemes and related regulated entities are properly governed, responsive to the

environment and bene�ciaries are informed and protected

Resource considerations (Strategy Of�ce)2.2.
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The Clinical Unit is a structure in the Council for Medical Schemes that was formalised in the 2013/2014

�nancial year through a restructuring process commenced in 2012. Its main objective is to ensure access to

quality health care for members of medical schemes and their funding protection thereof. It incorporates the

2010 constituted Clinical Review Committee (CRC).

The Clinical unit is part of the of�ce of the Senior Strategist (OSS) of CMS. The post of the Senior Strategist has

been vacant since December 2014. The unit is currently running at minimal capacity. This capacity is therefore

not adequate to meet the targets and expectations over a number of �nancial cycles.

The unit saw a substantial rise in the complexity of clinical requests that require clinical adjudication per year.

There is an inevitable increased demand to analyse new technologies as part of the clinical enquiries referred

to the team producing clinical opinions and to the team developing PMB De�nitions. Thus, there is a need to

consolidate the skills set within the unit with pharmacology, medical technology, Pharmaco-economics or

Health Technology Assessment experience. These cases are typically intensive and time-consuming analysis.

There are increasing demands to support the Stakeholder Relations Unit with training on PMBs. This forms a

critical part of prospective regulation and ensures that the CMS objective to ensure access to quality healthcare

is realized.

Increased requests to support Strategic objectives require that the unit is strengthened. These requests include

support of the PMB Review process, ad hoc Projects, Low cost Bene�t Options development to name a few.

Requests for additional staff will be based on the work load of the clinical unit during the period leading up to

2020. Resources that may be required includes

1. Additional Clinical Analyst to staff (Professional Nurse)

2. Additional Clinical Analyst (Pharmacologist/Post graduate Scientist)

3. Medical Advisor (Medical Doctor)

Risk Management

Risk Name: Clinical Opinion

Risk impact on the strategic objectives

The clinical unit is actually seeing a reduction in formal complaints rather than an increase this is due to

measures put in place during 2014/15 and 15/16. E.g. PMB bene�t de�nitions, CMS script articles and PMB

training sessions. Last year the unit in total received 494 new clinical opinions and had to deal with the backlog

from previous years which pushed up the �gures. The unit has reduced the backlog drastically so this will

reduce the projected �gures. Taking this into account we had to revisit the projected �gures. The unit is seeing

an increase in complaints on very rare conditions that are clinically complex to diagnose and treat e.g. Goucher

disease and other metabolic diseases.

The unit last year identi�ed conditions where there was a high number of complaints and enquiries received

and published scripts on these conditions thereby reducing the number of formal complaints and enquiries. The

unit has con�rmed that there may be a reduction in complaints due to the initiatives they will be taking.

The Clinical Unit is also responsible for the development of PMB Bene�t De�nitions, PMB review and input into

the low cost bene�t option project to the industry, with the Health Economist taking project lead. The PMB

bene�t de�nitions provide guidance to the medical schemes industry and healthcare professionals on the clinical

diagnostic and treatment aspects of the conditions. It further specify the diagnostic, treatment and care

modalities that are included in the PMB level if care. As such the bene�t de�nitions minimise complaints to

CMS.

The unit has commissioned a Knowledge Management System Project. The objective is to ensure that the

information used to formulate clinical opinions is available for subsequent opinions. This guarantees consistency

of quality, and rulings throughout the unit. This will improve ef�ciency in producing subsequent opinions without

a need for de novo literature searches.

2.3.
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3. Programme 3 (Accreditation Unit)

Purpose (Accreditation Unit)

The purpose of the programme is to ensure brokers and broker organisations, administrators and managed care

organisations are accredited in line with the accreditation requirements as set out in the Medical Schemes Act,

including whether applicants are �t and proper, have the necessary resources, skills, capacity, and infrastructure

and are �nancially sound.

Strategic Objectives (Accreditation Unit)

Goal 2 Medical schemes and related regulated entities are properly governed, responsive to the

environment and bene�ciaries are informed and protected

3.1.

Resource considerations (Accreditation Unit)3.2.
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Risk Management
Risk Name: Accuracy, integrity and reliability of information - Administrators / MCOs/ brokers application forms

submitted with incomplete or inaccurate information and insuf�cient supporting documentation.

Risk impact on the strategic objectives

The core business of the Unit is to ensure that entities (Administrators/ MCOs/ Brokers) are properly accredited

in terms of the Act. Our core business supports strategic goal 2 which states that Medical Schemes are properly

governed, are responsive to the environment and bene�ciaries are informed and protected. If the information

received from entities is inaccurate and unreliable, this can lead to entities that are not �t and proper receiving

accreditation resulting in bene�ciaries not being protected. For example; by accrediting a MCO that is not �t

and proper can result in members’ access to quality of health care being compromised. Again, by accrediting

an Administrator that is not �t and proper can lead to the inappropriate maintenance of members’ records,

inadequate management of members’ contributions and incorrect payment of claims.

In order to mitigate this risk the accreditation process �ows for each activity (Administrators, MCOs and Brokers)

are in place. An accreditation checklist has been developed to ensure that information provided by the entities

is complete.

For brokers’ accreditation, accreditation analysts have access to the FSB database to verify if the broker is

licensed by them prior to the application for accreditation to our of�ce.

On-site evaluation is done on the accredited MCOs and Administrators to determine if the entity has the

necessary infrastructure, skills and resources to perform the services.

3.3.

The Unit currently accommodates 10 members of staff in terms of the approved structure. The Clinical Analyst

vacancy has been budgeted for and has been �lled.

Accreditation Analysts perform desk based analysis of all applications received in the Unit and evaluate

compliance by applicants in terms of relevant legal requirements as well as accreditation standards applicable

to the relevant entities. Financial soundness is a critical component incorporated in all criteria for accreditation.

On-site evaluations are carried out in respect of administrators and managed care organisations to assess their

compliance with pre-determined standards to assess infrastructure, skills, capacity and performance.

There are currently two persons responsible for evaluating the �tness and propriety of administrators. The

responsible Manager and one Senior Analyst conduct extensive and detailed analysis of the process to perform

on-site and desk based evaluations and all related functions to conclusion of such applications. The complexity

and time spent on this task warrants an additional Senior Analyst post to be provided for in the structure. This

will allow the manager to spend quality time in overseeing the processes.

Measures introduced to ensure that strategic objectives are realised, was the introduction of a system to verify

that brokers applying for accreditation comply with legislation supervised by the Financial Services Board to the

extent that Financial Services Providers are required to be licensed. Should they fail to do so, accreditation is

refused with the result that brokers are accredited only if they are �t and proper in terms of relevant legislation.

Similarly, if either of�ce suspends or withdraws accredit ation or license to practice, the other of�ce is noti�ed

and steps are taken to invoke similar penalty clauses against the perpetrators. This is essential to prevent

disquali�ed brokers to operate whilst not accredited or licensed. We similarly introduced a mechanism to verify

the quali�cations of persons applying for accreditation as brokers. This will strengthen our ability to prevent

accreditation of persons who are not �t and proper or who defraud the system. The additional workload as a

result of more involved administrative tasks may in future warrant an Administrator position to maintain

turnaround times based on proven statistics to be obtained during the period in question.
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4.1.

Programme 4 (Research and Monitoring Unit)

Purpose (Research and Monitoring Unit)

The purpose of the programme is to serve bene�ciaries of medical schemes and members of the public by

collecting and analysing data to monitor, evaluate and report on trends in medical schemes, measure risk in

medical schemes and develop recommendations to improve regulatory policy and practice. By doing this we

help the CMS to contribute to development of policy thatenhances the protection of the interests of bene�ciaries

and members of public.

Strategic Objectives (Research and Monitoring Unit)

Goal 2 Medical schemes and related regulated entities are properly governed, responsive to the

environment and bene�ciaries are informed and protected

Goal 4 CMS provides strategic advice to in�uence and support the development and

implementation of National health policy
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Resource considerations (Research and Monitoring Unit)

The South African health system will over the next 5 to 20 years undergo signi�cant reforms that will have an

important bearing on the private healthcare sector. The Research and Monitoring Unit will need to maintain

existing capacity and consider some adjustments in other areas to strengthen its ability to make a contribution

in the health systems reforms process. The appointment of one additional resource is planned for 2017/18 to

assist the unit with the analysis and monitoring of health quality outcomes. Other needs may arise to employ

specialised research experts from time to time and the Unit will engage external consultants to support

implementation of key objectives.

Risk management

Risk Name: Annual Report - Access to quality data

Risk impact on the strategic objectives

Poor data quality can have a negative impact on the unit’s ability to advise the Minister of Health on urgent

health policy reforms. If the unit do not have access to good quality data, it can impact on the accuracy of the

statistics reported in the Annual Report. It can harm the reputation of the unit and CMS.

The unit has completed a project in 2014/15 to redesign and enhance the system it uses to collect the

healthcare utilisation data. The purpose of the project was to improve the quality of data submitted by medical

schemes as well as lessen the burden on schemes due to the manual submission process the previous system

required. The new data collection system will ensure that healthcare utilisation measures in the Healthcare

Utilisation Annual Statutory Returns (ASR) are adequately de�ned and not open to different interpretation by

medical schemes. The standard in the speci�cation documents will be gradually raised to allow for the collection

of healthcare indicators that are currently not in a collectable form across medical schemes. The updated

guidelines and speci�cation documents are not meant to change the de�nitions of historical healthcare

utilisation indicators, but to strengthen them and improve consistency in the collection of healthcare utilisation

data. The new system was well received by medical schemes and administrators. The CMS will continue to

work on improving the healthcare utilisation data collection system. Schemes and administrators will be

consulted in this process. Furthermore, the unit will engage with medical schemes that submitted poor quality

ASR data.

4.2.

4.3.
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5. Programme 5: Stakeholder Relations

Purpose (Stakeholder Relations Unit)

The purpose of the programme is to create and promote optimal awareness and understanding of the medical

schemes environment by all regulated entities, the media, Council members and staff, through

communication, education, training and customer care interventions.

Strategic Objectives (Stakeholder Relations Unit)

Goal 2: Medical schemes and related regulated entities are properly governed, responsive to the

environment and bene�ciaries are informed and protected

Resource considerations (Stakeholder Relations Unit)

5.1.

5.2.
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Education & Training

Consumer and member awareness of CMS became a huge concern and was raised several times in the Health

Portfolio Committee in Parliament. In order to increase awareness, more activities are required, which require

human resources to take care of these activities, especially also with the implementation of the Low Cost Bene�t

Option and demarcation regulations.

In addition to these developments, the new direction the Education and Training sub-unit has embarked on

resulted in more training programmes offered to Board of Trustees and other stakeholders. The Unit offers the

following programmes as part of Consumer Awareness and Education Initiatives:

�

Capacity building workshops,

�

General public awareness drives, and

�

Awareness presentations.

More often members of the public and other stakeholders and consumer groups complain that not many

consumers, especially medical scheme members, know their rights and obligations and many more are not

aware of the existence of the CMS. The challenge also remains that more stakeholder groups get added to the

unit’s list of stakeholders that require training and result in a need for additional human resources in order to

perform the unit’s functions.

The Education and Training sub-unit also offers the following trustee training interventions:

�

Induction Trustee Training (mandatory);

�

In-Depth Trustee Training;

�

Accredited Trustee Training; and

�

Response-upon-request Training.

Due to the increased number of training programmes and the high demand from stakeholders for training, a

senior educator is required to assist with the increasing workload. The resource required should have a

quali�cation as assessor and moderator with preferably the INSETA.

The appointment of such a Senior Education and Training Specialist will alleviate the workload and will result

in a cost saving for the CMS, since outside service providers for the accredited programme will no longer be

required.

Furthermore, it will alleviate duties of the current employees to focus more on consumer awareness activities

and thereby enhancing the brand of CMS.

Customer Care Service Centre (CCSC)

�

The CMS customer care service centre is different to other call centres where answers are provided on

screen. The CMS consultants render a consulting service, interpreting the MSA and attending to

frontline calls on behalf of units such as the Accreditation and Complaints Units. They therefore take

longer to �nalise calls than would a simpler call centre resulting in high volumes for three available

consultants.

�

The increase in call volume means that we will need to beef up the Customer Care Services Centre’s

function to keep our other indicators (average talk time and abandon rate) within permissible limits.

We will therefore need an additional call centre consultant in order to effectively deal with all incoming

calls and to give the Call Centre Manager an opportunity to monitor calls for quality, ongoing training

and improvement and to intervene where dif�cult calls are experienced. Currently, the manager has to

also deal with calls at peak times, whilst also attending to incoming written enquiries which get directed

to information@medicalschemes.com and support@medicalschemes.com.

�

In instances where existing staff have to take leave, we are normally compelled to utilise temping

services which compromise the quality of our service as time to train them is limited. It is also not cost

effective. Furthermore, Labour Law has placed restrictions on the duration of utilising temps over a

certain period of time thus we have to change them now and then.

�

Lastly, in line with servicing all our callers, there is an identi�ed ongoing need to bridge the language

gap (preferably, an Afrikaans pro�cient consultant) to fully complement our staff.

Provision was made for one more customer care consultant, which we urgently require to improve our services

to customers.
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Communication and Stakeholder Relations

The Communication sub-unit has currently only a manager responsible for communication issues, such as media

releases, proofreading and editing of communication documentation and publications and the Annual Report

project.

Stakeholder relations remain a critical component to build relationships with all stakeholders in the medical

scheme industry and to ensure a positive reputation of the CMS. Currently only the Customer Relations Of�cer

is assisting with the responsibilities ensuring the reputation and brand of CMS are maintained.

With the implementation of the Low Cost Bene�t Option and demarcation regulations, awareness and marketing

efforts will increase. There is furthermore pressure from the Health Portfolio Committee to create awareness of

CMS.

These additional demands being placed on the Unit cause increased workload and in order to increase

awareness, build and maintain a positive CMS reputation, very quick responses to social media are required

and a resource to maintain the social media sites effectively is urgently required.

Therefore, a resource to manage awareness activities, conducting surveys, manage the content of the website,

social media sites and hellopeter.com queries are urgently required.

Risk Management

Risk Name: Reputation of CMS

Risk impact on the strategic objectives

The most inherent risk of the unit pertains to the reputation of the CMS. All three sub-units deal with various

stakeholders, which poses risk to the organisation if stakeholders feel they have not been treated fairly.

In order to determine the risk, measurement of satisfactory outcomes is done through the media monitoring

tool, the customer satisfaction survey and training evaluation forms.

The risk of disgruntled stakeholders is mitigated through continuous training of staff in treating customers fairly

and ensuring they are well informed of changes in the organisation that might affect customers.

The production of the Annual Report also contains a risk if the Annual Report is not produced and delivered as

per the PFMA regulations. To mitigate the risk, a production schedule is established by the Annual Report

Committee and designers and printers have to sign service level agreements with penalties included, should

they not meet the deadlines.

5.3.
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6. Programme 6 (Compliance and Investigation Unit)

Purpose (Compliance and Investigation Unit)

The purpose of the programme is to serve members of medical schemes and the public in general by taking

appropriate action to enforce compliance with the Medical Schemes Act.

Strategic Objectives (Compliance and Investigation Unit)

Goal 2: Medical schemes and related regulated entities are properly governed, responsive to the

environment and bene�ciaries are informed and protected

Resource considerations (Compliance and Investigation Unit)

6.1.

6.2.

In order to further capacitate the unit, it was decide that the inspection function be outsourced to bigger forensic

�rms. Due to costs associated with such appointments, the regulated entities whose inspection is outsourced

are directed to pay for the costs of such inspections. The dif�culty with this approach is that most of these

entities refuse to pay and unfortunately the registrar has no authority to compel them to pay. It is also dif�cult

to budget appropriately for investigation costs as most of them are unpredictable in nature and duration.

It is now proposed that additional staff (Compliance of�cer) be employed for the 2015/16 �scal year in order

to further strengthen the capacity of the unit. It is intended that the unit be split into two sub-units, one focusing

on general non-compliance functions and the other focusing on Inspections and Investigations. This separation

will ensure that the different expertise in the unit is appropriately located within the unit in order to maximise

the delivery of its mandate.

A further strategic objective has been added for the reporting period 2014/15 going with a view to strengthen

and monitor governance systems. This will have an added effect on our resources. The vetting of trustees will

require a dedicated person to manage the process and evaluate the reports generated by the systems used for
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vetting. Our Act requires of�cers of regulated entities to be �t and proper, and the vetting process is aimed at

achieving this. This process will also contribute towards the strategic goal of prospective regulation.

Another indicator that will impact on the Unit’s resources is the attendance and participation as observers by

unit representatives at scheme AGM (Annual General Meetings) and SGM (Special General Meeting). In addition

there will be monitoring of scheme elections in order to determine the fairness of the process. The of�ce is

regularly faced with complaints by the bene�ciaries of schemes pertaining to irregularities that take place at

member meetings and in instances where there are scheme elections for trustees. Scheme meetings are held

across various provinces, which necessitate the of�ce representatives to travel long distances and thereby

incurring associated costs.

During the 2015/16 �nancial year, it is anticipated that the mandate and accountabilities of the unit will expand

drastically as a result of the expected promulgation of the proposed amendments of the Short and Long term

Insurance act. The effect of the promulgation is to demarcate medical scheme products and insurance products.

Also; the regulation will �nally outlaw products that purport to offer health insurance products whereas they do

the business of a medical scheme.

The Compliance unit in collaboration with FSB will be required to review products that were registered prior to

the promulgation date and new applications for registration with the FSB as health insurance. Secondly, the

department of labour and the CMS are about to �nalise the audit of Bargaining council schemes that do the

business of a medical scheme without being registered. These sick funds will have to be registered in terms of

the rules, bene�ts and governance structure.

In addition to inspections/investigation costs, there are those costs that arise from expert advice sought and

advanced technological expert assistance. This includes instances where specialised skills are required to

download information from computers or electronic material. The costs have to date been funded out of

investigation/inspection costs.

Risk Management

Risk Name: Compliance with legal framework

Risk impact on the strategic objectives

The units’ most critical risk relates to regulated entities failing to comply with the legal framework, by

applying legal resistance due to a poorly drafted Medical Schemes Act. The main issue is that there is a con�ict

in the way the Act is interpreted within internal business units as well as external stakeholders. As such medical

schemes tend to oppose the of�ces view by going through lengthy litigations which affect the CMS in terms of

legal budget and affects our ability to carry out or strategic objectives, which is to ensure compliance with the

Act.

In order to mitigate factors such as reputational loss due to legal resistance from regulated entities, we have

endeavoured to engage the Stakeholder Relations Unit on enhancing the existing stakeholder management

strategy, increase interaction with the Department of Health to expedite the �nalisation of the Amendment Bill,

engage the education and training unit to consistently perform training on the interpretation of the Act for

business units so as to avoid con�icting views of the Act given to stakeholders. Failure to mitigate this critical

risk will further affect our unit’s ability to reach set targets, as per the performance plans, and carry out our

mandate.

6.3.
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7. Programme 7 (Bene�ts Management Unit)

Purpose (Bene�ts Management Unit)

The purpose of the programme is to serve bene�ciaries of medical schemes and the public in general by

reviewing and approving changes to contributions paid by members and bene�ts offered by schemes. We

analyse and approve all other rules to ensure consistency with the Medical Schemes Act. This ensures that

the bene�ciaries have access to affordable and appropriate quality health care. By doing this we help the CMS

ensure that the rules of medical schemes are fair to bene�ciaries and are consistent with the Act

Strategic Objectives (Bene�ts Management Unit)

Goal 2: Medical schemes and related regulated entities are properly governed, responsive to the

environment and bene�ciaries are informed and protected

Resource considerations (Bene�ts Management Unit)

7.1.

7.2.

The largest part of the Unit’s budget is its salaries (94% of total budget). The activities of the Unit do not

require any speci�c projects that require separate budgeting. The Unit has increased its focus on training and

hence increased its training budget to accommodate the areas of skills identi�ed.

The Unit comprises of a General Manager, 4 senior analysts and 3 analysts. The Unit is responsible for the

following strategic objectives for which the following resources are applied.

The trend in the expenditure of the Unit comprises mainly of salary in�ation as this is the units major expenditure

item. The trend over the next �ve years is expected to remain stable in terms of the salary increases applied.

There are 4 Senior Analysts and 3 Analysts responsible for the registration of schemes and scheme rules/options,

management of amalgamations/liquidations and monitoring of marketing material. The unit is also involved in

developing guidance to the industry on communication to members, treating customers fairly, content of rules

and implementing low cost bene�t options and demarcation.
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7.3. Risk Management

Risk Name: Business Ef�ciency

Risk impact on the strategic objectives

The unit’s inability to process schemes’ rule amendments will cause the organisation to be exposed to

reputational harm as the bene�ciaries’ interests will not be protected. The organisation will not be able to

respond to the needs of the environment effectively and ef�ciently as access to quality health would not be

ensured. To ensure that this risk is mitigated or eliminated, there are series’ of monthly meetings where

amendments received that are potentially in con�ict with section 31(3)(a) are deliberated upon with a view to

ensure that non-compliant amendments are swiftly attended to and do not �nd their way in the registration

process. Some of the amendments will be sent to relevant units for reviewing to ensure compliance. The unit

also does peer reviewing of amendments prior to these being submitted for registration to ensure that there is

consistency in the evaluation of amendments.
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8. Programme 8 (Financial Supervision Unit)

Purpose (Financial Supervision Unit)

The purpose of the programme is to serve and protect the bene�ciaries of medical schemes, the Registrar’s

of�ce and Trustees by analysing and reporting on the �nancial performance of medical schemes and ensuring

adherence to the �nancial requirements of the Act. By doing this, we help the CMS monitor and promote the

�nancial performance of schemes in order to achieve an industry that is �nancially sound.

Strategic Objectives (Financial Supervision Unit)

Goal 2: Medical schemes and related regulated entities are properly governed, responsive to the

environment and bene�ciaries are informed and protected

Resource considerations (Financial Supervision Unit)

8.1.

8.2.

The biggest expenditure items for the unit are salaries and training. This can be expected to increase over the

next �ve years to cater for the specialised skills required in the unit in order to carry out our functions. As the

industry, and accounting standards continue to evolve and become more complex, more specialised training

will be required resulting in an increase of the expenditure in relation to training. Speci�cally, there is a lot of

specialised �nance/accounting work that the unit is unable to carry out due to current excessive workloads.

There are also fairly large pieces of legislation which directly impact on the work carried out by the unit which

will need to be revised e.g. Annexure B of the regulations which deals with investments by medical schemes.

As this is an area outside of our ordinary scope of work, the unit will need to consult investment experts in this

regard. The amount of money spent on consultancy can therefore be expected to increase over the �ve year

period.
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In providing an oversight function over medical schemes, the unit has to, amongst other things; ensure that

reporting by medical schemes is in line with international accounting and reporting standards. However, some

of the standards are proving to be quite onerous and/or impractical for medical schemes, suggesting that there

may be a need to look into developing our own set of standards as is the case with other regulators.

Other areas that need to be explored to strengthen our regulation and interventions are inter alia Non Healthcare

Expenditure NHE (Industry wide in debt analysis and recommendations), overall analysis on sustainability of

medical schemes. Both these matters are aligned with the regulatory objective of understanding cost drivers

and responding appropriately i.e. cost containment.

The unit may require an additional resource in the form of senior analysts to respond to increasing complexity

and emerging trends. This will have the resultant increase on salaries in the unit.

Risk Management

Risk Name: Statutory Return tool

Risk impact on the strategic objectives

The unit’s biggest risk is the IT Infrastructure relating to the statutory return tool, which may result in an unstable

IT Platform, mostly due to many different developers who programmed the system as it evolved over a period

of time. It is also our single largest data collection tool, and is as such central to our ability to carry out our

mandate and operations. Consequences of this system collapsing are dire, as this will result in inaccurate data

collection and inef�cient service, and ultimately the inability to ef�ciently monitor the �nancial soundness of

medical schemes. The current controls to mitigate against the collection of incorrect data is to manually

recalibrate the built in validation rules to ensure accuracy.
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9. Programme 9 (Complaints Adjudication Unit)

Purpose (Complaints Adjudication Unit)

The purpose of the programme is to serve the bene�ciaries of medical schemes and the public by investigating

and resolving complaints in an ef�cient and effective manner. By doing this, we ensure that bene�ciaries are

treated fairly by their medical schemes.

Strategic Objectives (Complaints Adjudication Unit)

Goal 2: Medical schemes and related regulated entities are properly governed, responsive to the

environment and bene�ciaries are informed and protected

Resource considerations (Complaints Adjudication Unit)

Measures have been put in place to improve the complaints process. The alternative dispute resolution

process has gone a long way to alleviate the backlog in respect of complaints resolution. This will require

further resourcing in the ensuing MTE years. The unit was further restructured to allocate more responsibilities

9.1.

9.2.

9.3.

to promoted Senior Legal of�cers in order to improve the internal processes. Further improvements was to

have regular meeting with schemes in order to emphasise their obligations towards complaints resolution prior

to referral to the CMS.

Risk Management

Risk Name: Complaints Resolution

Risk impact on the strategic objectives

The failure to timeously resolve complaints will have an impact on the effectiveness of the CMS. The delay in

resolving complaints will further have a negative impact on the protection of bene�ciaries as they will not be

able to access their bene�ts. The backlog in respect of complex clinical complaints remains a major risk in

achieving the objective of the unit. Measures have been put in place in the Clinical unit to address this.
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FOREWORD BY MINISTER OF HEALTH

The strategic plan of the Council for Medical Schemes (CMS) for the �scal years 2015/16 - 2019/2020

has been submitted by CMS, and received by me. In particular, I am encouraged by the strategic goal 4

of the CMS that supports development of the universal health care coverage system by the National

Department of Health, and the continued pursuit to improving the ef�ciency and effectiveness of the

healthcare system in South Africa.

The CMS has established itself as an effective and ef�cient regulator which can be evidenced in the

execution and responsiveness to its key mandate that of the protection of the members of medical schemes

and promoting access to healthcare. I am also pleased by the manner in which the �nances of CMS have

been managed - CMS has obtained unquali�ed audit reports from the of�ce of the Auditor General of South

Africa every year since its inception. Consequently, I am satis�ed to endorse these strategic plans going

forward.

I thank Council, the Acting Registrar and his staff for the development of this strategic plan and wish them

well in the execution of these plans.
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FOREWORD BY CHAIRPERSON OF COUNCIL

During its 14 years of existence, the Council for Medical Schemes (CMS) has built a proud culture of

protecting bene�ciaries of medical schemes by enforcing the provisions of the Medical Schemes Act (131

of 1998). The main pillars of the Act are the requirements for open enrolment, community rating and

prescribed minimum bene�ts. Linked with the gove rnance requirements stipulated in the Act, these

provisions protect bene�ciaries against discrimination based on health status and other arbitrary grounds.

The healthcare system is marred by inequitable access to care and health care resources. The life

expectancy of South Africans is currently 56, which is much lower than that of other upper-middle income

countries which in 2012 was reported at 74 (World Development Indicators 2014). This is despite the

rapid improvement in life expectancy of South Africans which improved from 51.6 in 2004 to the current

age of 56. This growth is faster than that of upper-middle income countries which grew from 72.5 in

2004 to 74 in 2012. The National Department of Health (NDoH) in its strategic plan envisages the life

expectancy of South Africans to reach 70 by the year 2030.

Inequality in access of health services results in lower levels of human development (Human Development

Report, 2013) being attained than in countries which spend less amounts on health care as a proportion

of Gross Domestic Product (GDP). Close to 23% of Human Development Index1 (HDI) globally is lost to

inequality. South Africa is currently ranked as a middle human development country. This is despite South

Africa’s healthcare expenditure as a percentage of GDP being higher than that of the upper-middle income

countries. South Africa’s healthcare expenditure as a percentage of GDP is 8.8% while the upper-middle

income countries expenditure as a proportion of GDP is 6.2% (2012) (World Development Indicators

2014).

The problem of access and inequality to healthcare is a source of concern for the Government of South

Africa. The Government has adopted a National Development Plan (NDP), vision 2030 in order to address

the problem of inequality and poverty in the country. Chapter 10 of this policy document deals with matters

geared towards promoting health. The Government has therefore adopted the strategic goals for the years

2014 to 2019 to respond to the challenges of access and inequality to healthcare; these goals are

highlighted under the heading of Policy Mandates in this document. The priority for the NDoH is to promote

1 The Human Development index is a statistical tool used to measure and rank a country’s overall achievement in its social and economic dimensions.
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Schemes supports this health initiative by the Department and will work closely with the NDoH to make

this goal a reality.

Council discharges its mandate in an increasingly litigious health care environment. The 2010 high court

judgement, which set aside the Reference Price List (RPL) regulations, has left a void in the regulation of

healthcare prices, and leaves many medical scheme bene�ciaries unprotected. The CMS supports the

NDoH in the development of an alternative mechanism for the determination of private healthcare prices.

The newly established Market Inquiry by the Competition Commission will also potentially provide insight

to some of these structural challenges faced by the industry.

The Prescribed Minimum Bene�t (PMB) package was not designed to operate in an environment where

there is no price regulation. CMS must work closely with the NDoH, the Health Professions Council of SA

(HPCSA) and other stakeholders to ensure that there is a mechanism in place to determine healthcare

prices as soon as possible.

Governance in medical schemes continues to be a challenge in the regulatory framework. In order to

stabilise governance in medical schemes, Council frequently appoints curators for medical schemes

through court action; manages insolvent schemes and institutes legal proceedings to ensure that

bene�ciaries are protected. These interventions, whilst critical in protecting our mandate, attract high

legal costs and increase the cost of regulation.

In the ensuing period, Council plans to strengthen regulation by way of amending the medical schemes

Act. This process is at an advanced stage as proposed amendments have been submitted to the NDOH

already.

I extend my thanks and appreciation to the Acting Registrar and his team at the CMS, for the continued

focus on the mandate as entrenched in the Medical Schemes Act; in particular, the development of this

strategic plan. Further, I would like to wish them well in the execution of this plan.

PROF YUSUF VERIAVA

CHAIRPERSON OF THE COUNCIL
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Certi�cation

It is hereby certi�ed that this Strategic Plan:

- Was developed by the management of the Council for Medical Schemes

- Takes into account all the relevant policies, legislation and other mandates for which the

Council for Medical Schemes is responsible

- Accurately re�ects the strategic outcome oriented goals and objectives which the Council

for Medical Schemes will endeavour to achieve over the period 2015/16 - 2019/2020

Ms. Waheda Khan

Risk and Performance Manager

Mr. Daniel Lehutjo

Acting Registrar and Chief Executive Of�cer

Chairperson: Council for Medical Schemes

Prof. Y Veriava
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1. Updated situational Analysis
Performance Delivery environment

Resolution of complex clinical complaints still remain a challenge for the unit. Due to the complexity of the

complaints these are sometimes resolved after the specified 120 days as per the standard operating procedures.

To address this challenge CMS will further resource the Clinical unit with an additional Clinical Analyst and

Medical Advisor during 2015/16.

The Information and Communication Technology programme (ICT) also experienced some challenges during the

2014/15 �nancial year this was due to electrical interruptions and ageing infrastructure which resulted in the

downtime of servers and application systems. The ageing ICT infrastructure will be upgraded during the ensuing

�nancial year. CMS has during the 2014/15 �nancial period invested in a larger generator to mitigate against

the effect of load shedding.

There were challenges experienced in the Human Resources programme this has been attributed to the fact

that vacant positions were not �lled within the 90 day period as required by the standard operating procedure.

The unit has revised their target to 120 days this takes into account the notice period that successful candidates

have to serve before their resignation. The unit will strive to ensure that vacant positions are �lled within the

stipulated time frames.

The CMS has managed to stabilise governance within medical schemes despite some serious challenges from

the industry. There were a number of inspections undertaken, however some schemes have resisted these

interventions.

In terms of governance of schemes there were three schemes put under curatorship, namely Sizwe, Medshield

and Hosmed. Of these three, two curatorships were uplifted as CMS was satis�ed that governance problems

that were identi�ed were now resolved.

1.1.
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Alignment CMS goals to DOH and NDP

The following table re�ects the alignment between the NDP goals, MTSF Priorities and NDOH strategic

goals with the CMS strategic goals for the period 2015 to 2020:

NDP Goals 2030 MTSF Priorities NDoH strategic goals 2014

- 2019

CMS Strategic Goals 2015 to

2020

Average male and female

life expectancy at birth

increased to 70 years

HIV&AIDS and TB prevented

and successfully managed

Maternal, infant and child

mortality reduced

Prevent disease and reduce

its burden and promote

health

Access to good quality medical

scheme cover is promoted

The CMS Research and

Monitoring as well as the

Clinical Unit are currently

engaged in the analysis of

health care data with the

aim to measure health

quality outcomes at bene�t

option level.

One of the pillars of the

medical schemes Act is the

PMB package and

enforcement of Regulation 8

which makes payment of

PMBs in full a requirement

for all registered medical

schemes.

Currently the CMS is in the

process of revising the PMB

package with an emphasis

to include more primary

health care bene�ts.

Tuberculosis (TB)

prevention and cure

progressively improved

Access to good quality medical

scheme cover is promoted

Treatment of TB is part of the

PMB package and is treated in

line with public sector protocol.

Maternal, infant and child

mortality reduced

Access to good quality medical

scheme cover is promoted

Vaccinations has been included

in the revised PMB list as part

of the development of a more

primary health care focused

package. CMS is working on

�nalising this during the course

of 2016. The vaccination list is

speci�c and includes

vaccination like HPV Human

papilloma virus (7 to 12 year

old) hepatitis A B C D, etc.

Prevalence of non-

communicable diseases

reduced

Access to good quality medical

scheme cover is promoted

The CMS through its Research

and Monitoring Programme

monitors the prevalence of non-

communicable diseases within

the medical schemes

environment by analysing

Scheme Risk measurement

data as well as data submitted

by means of the utilisation

returns. This information is

shared with relevant

stakeholders in an effort to

inform trends and advise on

how best to reduce prevalence.
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2

Health System reforms

completed

Health care costs reduced Improve �nancial

management by improving

capacity, contract

management, revenue

collection and supply chain

management

Medical schemes and related

regulated entities are properly

governed, responsive to the

environment and bene�ciaries

are informed and protected

The CMS is currently engaged in

a project to review and replace

the current solvency framework
with a risk based solvency

framework. If implemented this

framework may result in

reduction of scheme

contribution by members.

The CMS is actively

participating in the pricing

enquiry currently being

conducted by the Competition

Commission. Once the report is

�nalised it is envisaged that

recommendations by the

Competition Commission will

eventually lead to a reduction in

health care costs.

Ef�cient health management

information system for

improved decision making

Develop an ef�cient health

management information

system for improved

decision making

CMS provides strategic advice

to in�uence and support the

development and

implementation of National

health policy

The CMS is currently developing

a registry of all funded patients

in South Africa. Once completed

this system will be linked to the

patient health register and will

facilitate the overall

improvement of the health

management information system.

The CMS is developing a system

for the management of a single

exit price for medicines on

behalf of the National

Department of Health (NDoH).

Once completed this system will

facilitate the regulation of

medicine pricing in South

Africa.

Improved quality of health

care

Improve the quality of care

by setting an monitoring

national norms and

standards, improving

systems for user feedback,

increasing safety in health

care and by improving

clinical governance

Access to good quality medical

scheme cover is promoted

The CMS ful�ls an accreditation

function in term of managed

care organisations,

administrators, brokers and

broker organisations. The

ongoing accreditation of these

entities is dependent on

inspection of their ability to

render the required services at a

speci�ed health care level.

NDP Goals 2030 MTSF Priorities NDoH strategic goals 2014

- 2019

CMS Strategic Goals 2015 to

2020

In as far as accreditation of

managed care entities are

concerned, an evaluation of

health outcomes, resources

employed and price paid for

such services is being
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NDP Goals 2030 MTSF Priorities NDoH strategic goals 2014

- 2019

CMS Strategic Goals 2015 to

2020

Utilisation management of

services as it relates to hospitals

and medicines with the aim of

eliminating waste from the

system. This initiative will be

further developed over the next

�ve years. The NDoH guidelines

serve as a minimum benchmark

for quality health outcomes.

Once entry level criteria,

process indicators and

outcomes have been concluded,

same will be incorporated in the

CMS accreditation standards

and applied to managed care

entities for purposes of ongoing

accreditation.

Finally, the CMS, through its

compliance inspectorate also

ensures compliance with

different aspects of the Medical

Schemes Act some of them

which relate to improving the

overall quality of health care

delivery.

Primary health care teams

deployed to provide care to

families and communities

Re-engineering of Primary

health care

Re-engineer primary

healthcare by: increasing

the number of ward base

outreach teams, contracting

general practitioners, and

district specialist teams and

expanding school health

services

CMS provides strategic advice

to in�uence and support the

development and

implementation of National

health policy

Currently the CMS is in the

process of revising the PMB

package with an emphasis to

include more primary health

care bene�ts.

Universal Health coverage

achieved

Universal health coverage

achieved through

implementation of National

Health Insurance

Make progress towards

universal health coverage

through the development of

the National Health

Insurance scheme, and

improve the readiness of

health facilities for its

implementation.

CMS provides strategic advice

to in�uence and support the

development and

implementation of National

health policy

Resulting from the publication

of the NHI white paper, the

NDoH published by means

Government notice no. 1231,

the terms of reference of the

National Health Insurance work

streams in terms of Section 3

(1) of the National Health Act,

2003.

Work Stream 4 will investigate

and advise on the future role of

medical schemes in an NHI

environment. The CMS will

participate fully with the Work

Stream 4 team to reach their

speci�c objectives as stated in

the Government notice.

undertaken to determine the

clinical effectiveness and value

proposition of these entities.

CMS has further more also

commenced work on chronic

conditions (CDLs) and
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Flowing from the general policy direction in healthcare as set out in the NDoH Strategic Plan 2014/15 –

2018/19, as well as imperatives outlined in NDP Vision 2030, the CMS has identi�ed the following as strategic

focus areas for the next �ve years:

1.1.1.Strengthening regulatory mandate, amendment of the Medical

Schemes Act and regulations, measuring the quality and outcomes of

healthcare in medical aid schemes

CMS, as a regulatory authority, can only be as effective as the legislation (MSA) enables it to do so. The last

amendments to the MSA occurred ten years ago. Gaps in the current framework have been identi�ed since

then as well as structural de�ciencies which impact on the sustainability of the medical schemes environment

and their role in the wider health policy framework. These challenges include mandatory membership for all

who are employed, issues relating to open enrolment, strengthening the provisions relating to the PMB review

process and associated improvements and enhancing governance aspects of medical schemes.

There are also challenges with respect to the transfer of members to open schemes, re-enrolment of members

following termination due to non-disclosure, community rating and PMB payment shortfalls.

A draft MSAB was submitted to the NDoH in October 2013. A fully functional medical schemes industry requires

that these essential legislative reforms be pursued and adopted diligently.

The CMS submitted draft regulations on the review of PMBs to the NDoH in 2010. Since then, work has

commenced to include the following aspects in the PMB package:

Introducing a preventative component to the PMB regulations providing for a broader package;

Decreasing the emphasis on the component that is largely curative and hospicentric; and

Costing of the preventative add-on component and also the entire PMB package as a whole by

embarking on a costing analysis project.

A proposal that �ts in with the progress towards the evolving NHI will be submitted by the CMS to the NDoH.

The CMS has been working with the NDoH on the social impact analysis of the Medical Schemes Amendment

Bill.

Governance in Medical schemes

As medical schemes operate in the private sphere, and are owned by their members, corporate governance

arrangements determine whether the scheme acts in the interests of bene�ciaries or in the interests of of�ce

bearers and commercial interests. The Act as introduced in 1998 and amended in 2003 removed some of the

more �agrant failures in the corporate governance framework. However, the presen t framework falls far short

of the appropriate standards required to avoid predictable principal – agent problems.

The policy and legislated framework needs to be enhanced with a view to having a more comprehensive model

in place. The aim is to have appropriate standards to avoid predictable principal-agent issues and problems.

Reforms in terms of governance principles and policy contained in the MSAB have been submitted to NDoH

already. These include, amongst other aspects, the following: introducing greater oversight of board elections,

introducing �t and proper criteria, clearly delineating the roles and responsibilities of the board vis-à-vis the

principal of�cer (PO), designating the PO as the Chief Executive Of�cer (CEO), limiting the terms of board

members, introducing benchmark governance guidelines, introducing a stringent de�nition of con�ict of interest,

and increase the percentage of elected trustees.

Corporate governance failures, exacerbated by a weak legislative framework, are further deepened by the

inability of the CMS to criminally prosecute scheme of�ce bearers for fraud and contraventions of the Act.

Collaboration with the National Prosecution Authority (NPA) has failed in a number of instances. This failure

has systemic consequences for the industry because it may create the impression that acts of fraud will not lead

to criminal prosecution or do not carry serious criminal consequences.

The failure of collaboration between the CMS and the NPA, resulting in an inadequate response to criminal

cases involving substantial funds needs to be taken up at two levels: The matter needs to be raised with the

Minister of Health and the Minister of Justice; and mechanisms to support the NPA with CMS resources need

to be explored.



88
Part C

Assessment of the value add of managed care in the medical scheme environment

Managed care as a health and quality intervention has evolved in South Africa over time. There are also different

permutations of this intervention; the question remains whether there is any value? Is managed care the strategy

that will �x healthcare?

The value in terms of health care delivery is fast becoming the over-arching goal in health for the future in our

country. There is a need to demonstrate that cost effective interventions also provide value for members, in

terms of quality health outcomes. Achieving best outcomes at the lowest cost is the goal, as it also creates the

foundation for improved clinical governance.

There is a shifting focus throughout the world to the patient outcomes achieved. This is known as value-based

health care, also known as the “value agenda”.

In contributing to the value agenda, the CMS has made progress towards establishing Task Teams with

stakeholder’s to respond to the important questions relating to the value proposition of managed health care

being funded by medical schemes.

In line with the emphasis on quality of care as outlined the “NDP Vision 2030” and in the NDoH Strategic Plan

2014/15 to 2018/19, the CMS has already commenced work in this area, speci�cally on chronic conditions

(CDLs) and Utilisation management of services: hospitals and medicines – eliminating waste from the system,

which will be further developed in the next �ve years. The NDoH guidelines serve as a minimum benchmark

for quality health outcomes. Once entry level criteria, process indicators and outcomes have been concluded,

same will be incorporated in the Accreditation standards and applied to managed care entities for ongoing

accreditation.

1.1.2.The development of a bene�ciary registry to facilitate the collection of
data

The mission of CMS is “Protecting the public and informing them about their rights, obligations, and other

matters in respect of medical schemes”. Currently, CMS has no database of bene�ciaries and is unable to

ef�ciently communicate and reach out to bene�ciaries effectively in order to meet the mission statement above.

The Bene�ciary Registry Project (BRP) entails the development of a system for the registration of a set of

information/data from medical schemes about a bene�ciary in terms of entering/exiting a scheme and when

other details change.

Sections 7(c) and 42(3) of the Medical Schemes Act 131 of 1998 make provision for CMS to collect the

relevant data per bene�ciary from medical schemes.

The strategic bene�ts of the BRP are as follows:

�

The ability to track the movement of a member between schemes and options. This will enable CMS

to verify anti-selection member behaviour alluded to by medical schemes whereby members buy less

cover when healthy and more cover when sick. Hence, a better understanding of health-seeking

behaviour by members will be obtained.

�

BRP will collect membership data by districts and hence its relevance to the evolving NHI. A

combination of data from the BRP and PCNS databases will provide a geospatial analysis that can

assist the NDoH in resource planning activities.

�

BRP will play a vital role in education of members and in doing surveys to access patient satisfaction

(managed care). Bene�ciaries will become more aware of their rights as well as get educated on aspects

relating to medical aid bene�ts they pay for. This will also bene�t schemes, as better educated members

will lodge fewer complaints.

�

The BRP may assist SARS in the veri�cation of member data for tax purposes.

�

Ability to obtain data on speci�c variables such as whether a member has additional top-up hospital

cover. This is of strategic signif icance in view of the Demarcation Regulations and its implications for

the industry.

�

It will be easier to enhance marketing of CMS services and to obtain feedback from members.

�

The allocation of a unique bene�ciary identity number for life. This will allow administrators to verify

previous membership and access membership history.

�

Assist in the prevention of fraudulent member activity, such as accessing state facilities claiming

bene�ts or belonging to more than one scheme.

�

BRP will lay the foundation to implement a system of risk adjustment.
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of this feasibility study will be submitted to Council at its strategic planning session during the latter part of

2015 with a view to give approval for the development of the system.

Subject to �nal approval by Council, as the bene�ciary registry project unfolds over the next �ve years, the

industry will be engaged and consulted through an inclusive collaborative process and by ensuring that the most

relevant and up to date information security methods and technology is used to protect the con�dentiality of

data being collected.

Council will be undertaking a feasibility research during 2015/16 in conjunction with other state entities in

order to assess the viability of this system.

1.1.3.Demarcation Regulations

Treasury published Draft Demarcation Regulations to the Short Term insurance Act of 1998 and Long Term

Insurance Act of 1998 in March 2012 and April 2014 respectively. The public comments have been considered

with Treasury and FSB. Most commentators argue that in favour of short-term insurance. In spite of not being

accessible to vulnerable groups, Gap Cover products are particularly preferred by brokers and members of the

public who currently have no such cover.

The commentators have argued that Medical Scheme cover is insuf�cient, that there are many gaps in cover

and that members frequently have to make co-payments and face deductibles. The high cost of medical schemes

was also raised by many commentators. Many commentators argued that the underlying reason for the need

for Gap Cover was due to the fact that professional fees charged by specialists and hospital fees were very high

and that these needed to be regulated. Other commentators raised systemic problems in medical schemes

environment such as that there is no risk adjustment system in place, or the absence of mandatory membership

of medical schemes, as underlying problems which necessitated the existence of Gap Cover products.

Capacity / Resource Requirements

Treasury has advised of its intention to promulgate the Demarcation regulations from the beginning of 2015.

The draft Regulations are structured in such a manner that all the products that were registered before 2008

must be resubmitted for adjudication by both CMS and FSB to determine whether they are not in contravention

of the Medical Schemes Act and the Demarcation regulations. In addition, all prospective applicants will

similarly undergo scrutiny by both regulators for the same purpose. It should also be noted that the de�nition

of the business of a medical scheme has been amended by Treasury in consultation with CMS through the

Financial Laws General Amendment Act. The amended de�nition will only come into effect at the same time as

the promulgation of the draft Demarcation regulations.

Since the ruling of the Supreme Court of Appeal in 2008 which allowed Gap Covers in the matter of Guardrisk,

products that purport to be Gap Covers have �ooded the market. Most of these products are in actual fact doing

The BRP will also go a long way in improving health information systems of the CMS in its role as regulator,

and the country in general.

The �nancial year 2015/16 will see further research being conducted on the feasibility of the bene�ciary registry,

following a directive by Council aimed at ensuring that there is no duplication between the work being conducted

on the BRP and the development of systems aimed at the successful implementation of the NHI. The �ndings

the business of a medical scheme without being registered. Our strategy is to commence with full scale

enforcement action as soon as the draft Demarcation regulations are promulgated.

Since the second publication of the draft Demarcation regulations, some providers of Gap Covers have

approached CMS and some schemes with a view to enter our regulated space.

CMS will continue engaging FSB speci�cally on their ideas and suggestions of our recommended resource and

capacity requirements.
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1.1.4.An Evaluation of the Adequacy of the Current Solvency Framework

Currently, Regulation 29 of the Medical Schemes Act details the following:-

�

How much reserves i.e. accumulated funds medical schemes should have; and

�

The de�nition of accumulated funds

Medical schemes are currently required to maintain accumulated funds expressed as a percentage of gross

annual contributions which may not be less than 25%.

There have often been debates and challenges to this regulation and the somewhat undesirable effects of the

manner in which the solvency ratio is calculated.

In order to fully understand the matter and related consequences, the CMS should undertake a research project

that will begin to respond to the challenges. The following are concerns that will need to be catered for in the

research project:-

�

Impact on affordability aspect of health care

�

Effect on market concentration

�

Implementation challenges of an alternative framework and the impact on the industry as a whole

�

The resultant solvency framework should be one that strengthens the sustainability of medical

schemes, and is in line with prudential regulatory developments both nationally and internationally.

1.1.5. Enhancing the effectiveness of Council and its Committees

Council as an oversight authority is charged with providing strategic direction to the operations of CMS.

In order to enhance the effectiveness and functioning of Council the following needs to be put in place:

�

Rules governing the functioning of Council and its Committees, the purpose of which is to set out clear

roles and responsibilities and general rules on the functioning of Council, must be �nalised and

approved -

- CMS has embarked on a process of drafting and publishing rules of the Appeals Committee to

streamline the appeals procedure. Members of the public were invited to make comments on the

draft rules in Circular 48 of 2013. The updated and �nal version is being considered for approval

and publication.

�

Council should adopt a code of conduct that deals with areas of �duciary responsibilities, con�ict of

interest, ethics and attendance of meetings – CMS will develop a code of conduct with input from

Council for their adoption.

�

Proper records of the deliberations of Council and Resolutions should be enhanced and properly

documented – the Secretariat will be guided on recording of Council deliberations and resolutions.

�

Annual assessment of the functioning of Council, its Committees and members must be undertaken –

CMS has appointed a service provider to assist Council with the annual assessment of members and

Committees.

1.1.6.Improving the Visibility and Reach of CMS brand

Organisations that have developed successful brands have created a culture in which all areas of the

organisation are committed to the branding process. Therefore, employees are viewed as playing a crucial role

in creating brand awareness as they facilitate the interface between the organisation and industry (Eisingerich

& Rubera, 2010:65), thus making a signi�cant contribution to the organisation’s reputation.

Below are challenges facing brand awareness:

� There is a lack of information and knowledge amongst stakeholders, in particular employer groups

and medical scheme members, as to the role of and the support provided by CMS.

� There are different interpretations and implications of the Medical Schemes Act as to the roles and

responsibilities of the various stakeholders.

� The communication and information efforts of medical schemes and other stakeholders at times

misinforming medical scheme members of their rights.

� Communication to individual members, employer groups and rural areas is not suf�cient.

� There is a lack of overall awareness of the CMS, i.e. the brand of CMS.

� The reputation of the CMS is at stake due to the lack of proper stakeholder relationships.
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These challenges will change as and when circumstances and perceptions change.

In order to improve the reputation of CMS, the following has to be implemented:

�

Facilitate information �ow about the Medical Schemes Act and the functioning of the CMS;

�

Ensure that communication and information addresses stakeholders’ needs with regards to their

requirements of the Medical Schemes Act and interpretation thereof;

�

Create the opportunity for stakeholder participation;

�

Clarify and enhance awareness of the objectives and functions of the CMS

�

Improve the brand of the CMS; and

�

Improve relationship with the Executive Authority

Effective stakeholder relationships and involvement is critical to the success of complying with the Act and its

regulations regulated by the CMS. CMS has a duty to create optimal awareness and understanding of regulatory

and policy developments and industry trends in the medical schemes environment.

1.1.7.Development of Information Technology (IT) information systems and

Knowledge Management to improve ef�ciencies in the Organisation

Over the next �ve years, the following Information and Communication Technology (ICT) strategic roadmaps

will be followed for each of the various domains (ICT infrastructure, software development and knowledge

management) in order to strategically align ICT with business.

ICT Infrastructure

Given the complexity, challenges and risks associated with outdated physical servers in use at the CMS, the

main drive over the next �ve years will be to:

- Reduce the complexity and mitigate the risks associated with the ageing server environment by

identifying servers which can be outsourced to cloud hosting providers (mail and mail archiving).

- Virtualisation of the existing physical server environment, thereby reducing the number of

physical machines from 30+ to just 3, thus enabling a much more manageable physical

infrastructure.

- Ensuring a proper business continuity and disaster recovery solution by establishing a passive

node of the virtualized servers at a remote hosting site, and

- Eventually consider completely relocating the entire on premise virtualized infrastructure to a

hosted environment. Further to the above, we will implement a uni�ed communications solution

and upgrade our data link and information security solutions to accommodate anticipated ICT

solutions such as the bene�ciary registry and other data intensive applications.



92
Part C

Software Development

Our software development drive will further exploit and expand the Microsoft Dynamics Extensible Relationship

Management (XRM) platform by integrating the CMS legacy systems into this system and by introducing the

scheme and bene�t option registries. A case management system will also be developed on our M-Files content

management platform. These platforms will enable agility and enhance the responsiveness of IT systems

development to rapidly changing business needs. Our statutory return system will also be updated in close

collaboration with schemes and administrators and will be a dynamic database driven system which will allow

for faster and more accurate collection of data whilst reducing the administrative burden on users. Further to

the above, we will continue to exploit the recently acquired business process management software suite to

automate all major business processes within the CMS.

Knowledge Management

The CMS will continue with its drive to unlock information within the organisation thereby creating and

maintaining an environment where information and knowledge becomes paramount. A crucial part of this

“unlocking” of information is the scanning of CMS records, the process of object character recognition and the

storing of such records on a proper electronic document management system. The drive to expand the electronic

capturing of all CMS records will be continued. We also intend further enhancing and integrating our electronic

document management system.

Apart from the above we further intend:

�

Making our E-library an even more effective information tool, that provides up to date information to

CMS, by creating an E-Library which will provide:

- A baseline of access tools for both archival and latest books and articles contents in the Resources

Centre repository, where users are able to perform a Bibliographic searching through either a title,

author, subject, ISBN, publisher, and year of publication.

- Universal access to all relevant online databases to CMS staff

�

Establishing a fully functional Registry Of�ce which will eventually perform a bureau scanning, indexing

and retrieval service for CMS.

In line with other service organisations throughout the world, the CMS’s biggest resource is its human capital

and it is essential to ensure that employees are well looked after. The challenge is always to retain talent within

the organisation. CMS has identi�ed a succession planning project in order to mitigate the challenge of staff

retention. Key positions have been identi�ed and possible successors are now being mentored and coached.

Thisprojectwillbecompletedin2016.Inordertoremainemployerofchoice,successionplanning,

benchmarking of bene�ts, improvement of the performance and development system must receive special

attention in this planning cycle.

The CMS has recently experienced a high staff turnover which is a trend that could potentially harm the

operations of the organisation due to the specialised nature of skills required. CMS continues to benchmark its

bene�ts with similar entities in the market in order to remain competitive. The performance and development

systems are in place to encourage outstanding performance. The CMS also pays particular attention to relevant

labour legislation such as the Labour Relations Act, Basic Conditions of Employment Act and the Employment

Equity Act. An employment equity plan is in place and is reviewed from time to time.

1.1.8.Continuous improvement of CMS as Employer of Choice
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1.1.9.Adequate and Sustainable Funding of the operations of CMS
Council for medical schemes receives its funding mainly from levies on medical schemes. The challenge is that

Council is not able to charge more than the in�ation rate because the burden goes to the members of medical

schemes. It is increasingly dif�cult to regulate adequately within the con�nes of the current funding structure.

Furthermore National Treasury provides guidelines for expenditure increase for all public entities. This is often

limited to in�ation or below in�ation. The challenge is that Council is not able to undertake major strategic

projects which require substantial funding e.g. The IT infrastructure requires upgrading and therefore more

funding. The legal fees in our operation are a case in point where the budget is always limited and the legal

challenges are growing each year.

Additionally, remuneration of employees must also be competitive and market related in order to retain

experienced and specialist staff for purposes of institutional memory and to also facilitate the carrying out of our

mandate in this ever evolving and complex environment.

1.1.10. Policy Development

The CMS has previously made input in the development of Green Paper on NHI. During that time the CMS

made 46 recommendations towards the development of the NHI. The CMS was also represented through the

Chairperson at that time, Prof Pick, on the Ministerial Task Team on NHI. Since then the CMS has written to

request representation in the evolution of NHI but was not accommodated in the process. CMS has taken note

that one of the work teams in the White Paper recently released is dealing with the role of medical aid

schemes in the NHI environment. It is here that the CMS identi�es the need to make a meaningful

contribution as this policy is being developed. This task team will have a bearing on how the CMS will need to

develop its strategy and annual performance plans going forward. The CMS further believes that it has

information that can be utilised.
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Organisational environment

The Administrative Programmes of CMS are effectively focused on the ef�cient functioning of the of�ce and

provide support to the core programmes to ef�ciently carry out their mandates. The programme is made up of

the following sub-programmes:

Sub-programme 1.1: Registrar and CEO

Programme 1: Administration

Purpose: The CEO is the executive of�cer of Council for Medical Schemes delegated with the mandate of

exercising overall management of the of�ce, and as Registrar, exercises legislated powers to regulate medical

schemes, administrators, brokers, and managed care organisations.

Sub-programme 1.2: Of�ce of the CFO

The purpose of the sub-programme is to serve all business units in CMS, the executive management team and

Council by maintaining an ef�cient, effective and transparent system of �nancial, performance and risk

management that complies with the applicable legislation. The sub-programme also serves the Audit and Risk

Committee, Internal Auditors, National Department of Health, National Treasury and Auditor-General by making
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1.2.

available to them information and reports that allow them to carry out their statutory responsibilities. By doing

this, the sub-programme helps Council to be a reputable Regulator.

Sub-programme 1.3: Information and Communication Technology (ICT) and Knowledge Management (KM)

The purpose of the sub-programme is to serve the CMS business units and external stakeholders by providing

technology enablers and making information available and accessible.

Sub-programme 1.4: Human Resources

The purpose of the sub-programme is to provide high quality service to internal and external customers by

assessing their needs and proactively addressing those needs through developing, delivering, and continuously

improving human resources programmes that promote and support Council’s vision.

We will ful�l this mission with professionalism, integrity, and responsiveness by:

• Treating all our customers with respect

• Providing resourceful, courteous, and effective customer service

• Promoting teamwork, open and clear communication, and collaboration

• Demonstrating creativity, initiative, and optimism

By doing this the sub-programme helps the Council for Medical Schemes by supporting its administration and

staff through Human Resources Management advice and assistance, enabling them to make decisions that

maximise its most important asset: its people and to continue the development of CMS as an employer of

choice.
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Sub-programme 1.5: Legal Services

The purpose of the sub-programme is to provide legal advice and representation to the CMS and business

units to ensure the integrity of regulatory decisions.

The legal services sub-programme was moved to fall under administration as this forms part of our support

programmes.

The Core Programmes of CMS are mainly concerned with the regulation and stability of the industry. The

following programmes make up these:

Programme 2: Strategy Of�ce

The purpose of this programme is to engage in projects to provide information to the Ministry on strategic health

reform matters to achieve government’s objective of an equitable and sustainable healthcare �nancing system

in support of universal access and to provide support to the of�ce on clinical matters. The purpose of the Clinical

Unit is to ensure that access to good quality medical scheme cover is maximised and that regulated entities are

properly governed, through prospective and retrospective regulation.

Programme 3: Accreditation

The purpose of the programme is to ensure brokers and broker organisations, administrators and managed care

organisations are accredited in line with the accreditation requirements as set out in the Medical Schemes Act,

including whether applicants are �t and proper, have the necessary resources, skills, capacity, and infrastructure

and are �nancially sound.

Programme 4: Research and Monitoring

The purpose of the programme is to serve bene�ciaries of medical schemes and members of the public by

collecting and analysing data to monitor, evaluate and report on trends in medical schemes, measure risk in

medical schemes and develop recommendations to improve regulatory policy and practice. By doing this the

programme helps the Council for Medical Schemes to contribute to development of policy that enhances the

protection of the interests of bene�ciaries and members of public.

Programme 5: Stakeholder Relations

The purpose of the programme is to create and promote optimal awareness and understanding of the medical

schemes environment by all regulated entities, the media, Council members and staff, through communication,

education, training and customer care interventions.

Programme 6: Compliance and Investigation

The purpose of the programme is to serve members of medical schemes and the public in general by taking

appropriate action to enforce compliance with the Medical Schemes Act.

Programme 7: Bene�t Management

The purpose of the programme is to serve bene�ciaries of medical schemes and the public in general by

reviewing and approving changes to contributions paid by members and bene�ts offered by schemes. The

programme analyses and approve all other rules to ensure consistency with the Medical Schemes Act. This

ensures that the bene�ciaries have access to affordable and appropriate quality health care. By doing this the

programme helps the Council for Medical Schemes ensure that the rules of medical schemes are fair to

bene�ciaries and are consistent with the Act.

Programme 8: Financial Supervision

The purpose of the programme is to serve the bene�ciaries of medical schemes, the Registrar’s Of�ce and

Trustees by analysing and reporting on the �nancial performance of medical schemes and ensuring adherence

to the �nancial requirements of the Act. By doing this, the programmes helps the Council for Medical Schemes

monitor and promote the �nancial performance of schemes in order to achieve an industry that is �nancially

sound.

Programme 9: Complaints Adjudication

The purpose of the programme is to serve the bene�ciaries of medical schemes and the public by investigating

and resolving complaints in an ef�cient and effective manner. By doing this, the programme ensures that

bene�ciaries are treated fairly by their medical schemes.

2. Revisions to legislative and other mandates
There have been no signi�cant changes to the Council for Medical Schemes legislative and other mandates.
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3. Overview of 2016/17 draft budget and MTEF estimates

Expenditure Estimates3.1.
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Relating expenditure trends to strategic outcome oriented goals
Addressing the problems of access to health care and inequities in its quality and provision are priorities of

Government. The National Development Plan envisages stronger primary health care services, and outcome 2

(a long and healthy life for all South Africans) of government’s 2014-2019 medium term strategic framework

seeks to address shortcomings in the sector through the introduction of National Health Insurance. Council for

Medical Schemes (CMS) has prepared a preventative primary health care package for consideration by the

National Department of Health (NDoH) in order to strengthen this objective. The CMS will work closely with

the NDoH to achieve this, to this end we aim to contribute meaningfully to the recently published White Paper

on NHI

The focus over the medium term will be on strengthening the monitoring and compliance activities of accredited

entities to ensure compliance with �t and proper requirements which requires the Board of Trustees to exercise

their �duciary duties and responsibilities. The resolution of complaints and more importantly complex clinical

complaints continues to be our focal point in our quest to achieve the objective of protecting bene�ciaries of

medical aid schemes.

The CMS was given a directive by the Minister of Health to develop a transparent pricing system for the

Pharmaceutical Economic Evaluation directorate (PEED) that will enable the directorate to comply with

provisions of section 22G of the medicines and related substances Act 101 of 1965. This system will ensure

that the PEED conducts its day to day activities electronically instead of the current manual process. The

Medicine Price Registry (MPR) or Single Exit Price (SEP) System will ensure transparency in prices of medicines

for the general public to have access to authorised and up to date single exit prices in the South African

pharmaceutical market. The PEED will utilise the MPR/SEP system to conduct price manipulations that would

inform future amendments to pricing policies. The project is due to be completed by 2016.

Government recognises the importance and need for a central repository containing all funded (Medical Scheme)

patients in South Africa. For this reason the Minister of Health has conferred the function of establishing and

administering a Bene�ciary Registry on the CMS. The data collected will be used for health resource planning

and claim veri�cation amongst other regulatory functions.

Information to be collected by the CMS will include but not be limited to:

a) Basic demographic details of members, including their domicile.

b) The veri�cation of membership of patients that have medical scheme cover, visiting state facilities.

c) The join date of a new bene�ciary and the date on which he/she is eligible to receive bene�ts.

d) The relationship between principal members and dependents.

e) The movement of bene�ciaries between different bene�t options.

f) The termination date of the bene�ciary.

Both the SEP and the Bene�ciary Registry projects are funded from the grant received from NDoH.

The project on the revision of prescribed minimum bene�t de�nitions has proceeded slower than anticipated.

CMS is exploring alternative mechanism including collaborations with academic institutions as well experts in

this �eld in order to fast track the project but this will however require further funding for the purpose. The

completion of this project is very important in that it will assist in the reduction of complex clinical complaints

which is currently a challenge in our operations.

The Demarcation regulations promulgated by National Treasury will have an impact on the operations of CMS.

CMS will have to adjudicate on these products that purport to be health insurance, whereas they do the business
of a medical schemes without being registered in terms of the Medical Schemes Act.

3.2.

Governance in medical schemes continues to be a challenge in the regulatory framework. As a consequence the

CMS is always faced with a number of investigations into areas of irregularities in the governance of medical

schemes. The results of these investigation sometimes lead to the appointment of Curators in medical schemes

in order to stabilise the governance in schemes. The process attracts high legal costs but is necessary to ensure

that the bene�ciaries are protected. As a result, the Legal Services unit is a key cost driver in the administration

programme, the entity’s largest programme. As a preventative measure CMS has published a trustee guideline

which serves as a framework for governance in medical schemes.
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The CMS discharges its mandate in an increasingly litigious health care environment. The 2010 high court

judgment that set aside the reference price list regulations has left a void in the regulation of health care prices,

this meant that there was no guidelines on the prices which service providers could refer in charging for the

services they provide, leaving many medical scheme bene�ciaries unprotected. The CMS supports the NDoH in

the development of an alternative mechanism for the determination of private health care prices. The newly

established market inquiry by the Competition Commission will also potentially provide insight into some of the

structural challenges the industry faces, improving access to the current risk pool of bene�ciaries and making

access more affordable to those who do not have medical scheme cover.

Over the MTEF period, the CMS plans to strengthen regulation by amending the Medical Schemes Act (1998).

The aim of these amendments is to strengthen regulation in the current atmosphere whilst the NDoH is working

on the bigger health reform for the country.

In order to support the ef�cient and effective functioning of CMS, the Information and Communication

Technology unit is looking into virtualisation of the existing server environment thus enabling a much more

manageable infrastructure. CMS is currently developing its business continuity and disaster recovery solution,

to ensure that a full solution will be implemented by 2017/18, these will incur further budget requirements

over the ensuing period.

The CMS is mainly a service organisation, spending on compensation of employees is a bigger portion of total

expenditure over the medium term which is estimated at 63.8%. The CMS is attracting highly specialised skills

including actuaries, accountants, lawyers, doctors and clinicians. The �nancial supervision unit is one of the

CMS’s largest spending programmes with an allocation of R36.3 million over the medium term, as they attract

a high number of Chartered accountants who deals with complex �nancial information from medical schemes.

The Human Resource unit is looking into strategies including succession planning that will enable CMS to retain

and empower highly skilled personnel to ensure continuity in its operations.

The number of employees at CMS is expected to increase slightly to 109 in 2016/17 from 105 in 2014/15,

after which it will remain stable over the medium term. During this period, total expenditure is expected to

increase by 7.0 per cent annually, reaching R162.411illion by 2018/19.

The CMS is expected to derive 95.8 per cent or R430.0million of its revenue over the medium term from levies

imposed on medical schemes according to the total number of members each scheme has. It also receives an

annual transfer from the NDoH which amounts to R12.9 million over the medium term. Between 2012/13 and

2014/15, the signi�cant increase of 9.3 per cent per year in total revenue was mainly due to increased medical

scheme membership, covering 8.8 million bene�ciaries in 2014. To effect baseline reductions approved by

Cabinet, transfers from the NDoH have been reduced by R2.4 million in 2015/16 and R3.6 million in 2016/17,

but it is estimated that total revenue will continue to grow annually by 6.4 per cent over the medium term.

The CMS continues to monitor development in the area of PFMA and Supply Chain Management guidelines in

order to maintain an ef�cient an effective �nancial management environment. CMS also applies the guidelines

of National Treasury as it relates to budgeting.
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3.3.
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4. Programme 1 (Administration)
The administrative programmes of CMS are effectively focused on the ef�cient functioning of the of�ce and

provide support to the core programmes to ef�ciently carry out their mandates. The programme is made up of

the �ve sub-programmes

Sub-Programme 1.1 (CEO and Registrar)
The CEO is the executive of�cer of Council for Medical Schemes delegated with the mandate of exercising overall

management of the of�ce, and as Registrar, exerci ses legislated powers to regulate medical schemes,

administrators, brokers, and managed care organisations.

4.1.1.Reconciling performance targets with the Budget and MTEF (CEO and

Registrar)

Resource requirements

The Of�ce of the CEO and Registrar is currently adequately resourced in order to meet its objectives for the

�nancial year. There will be no need for further human resource requirements for the of�ce.

4.1.



103
Part C

Sub-Programme 1.2 (Of�ce of the CFO)
The purpose of the sub-programme is to serve all business units in CMS, the executive management team and

Council by maintaining an ef�cient, effective and transparent system of �nancial, performance and risk

management that complies with the applicable legislation. The Internal Finance unit also serves the Audit and

Risk Committee, Internal Auditors, National Department of Health, National Treasury and Auditor-General by

making available to them information and reports that allow them to carry out their statutory responsibilities.

By doing this, we help Council to be a reputable Regulator.

4.2.1.Strategic Objectives Annual Targets for 2014 to 2019 (Of�ce of the

CFO)

4.2.

4.2.2.Quarterly targets for 2016/17 (Of�ce of the CFO)
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4.2.3.Reconciling performance targets with the Budget and MTEF (Of�ce of

the CFO)

Resource Consideration

The organisation is growing and the volume of transactions is increasing concomitantly. In order to strengthen

the unit to deal with the demands of Supply Chain Management, a Supply Chain of�cer was appointed in

2014/15.The unit has noted that the area of supply chain management will need further capacity. This will be

considered in the �nancial year 2017/18. The area of risk and performance management would also need

further capacity in the next �nancial year. Currently there is only one person responsible for both risk and

performance management in the organisation.

The unit will be implementing a risk management software tool during the �nancial year, this will allow for more

effective tracking of CMS risks. Currently the unit uses a manual excel spreadsheet to capture the risks. To

further strengthen the risk management processes a risk management software tool is needed. This will help

CMS manage the critical elements of the entity, compliance, �nancial and operational risk management

initiatives in a more effective and ef�cient way. Proc esses assessing risks and objectives across CMS, linking

risks to strategic objectives, monitoring risks and managing risk response strategies will be

automated. Executives will be able to quickly assess problem areas, proactively adjust processes to respond to

issues and track progress through reports and automated alerts.

The unit will be embarking on a project on business process mapping during the �nancial year. Business process

mapping refers to activities involved in de�ning what a business entity does, who is responsible, to what

standard a business process should be completed, and how the success of a business process can be

determined.

The main purpose behind business process mapping is to assist organisations in becoming more ef�cient. A

clear and detailed business process map or diagram allows anyone externally or internally to look at whether or

not improvements can be made to the current process.

Business process mapping takes a speci�c objective and helps to measure and compare that objective alongside

the entire organisation's objectives to make sure that all processes are aligned with the company's values and

capabilities.

The CMS can then work towards ensuring its processes are effective (the right process is followed the �rst time),

and ef�cient (continually improved to ensure processes use the correct resources).
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Sub-Programme 1.3 (Information and Communication Technology (ICT) and

Knowledge Management (KM))

The purpose of the sub-programme is to serve the CMS business units and external stakeholders by providing

technology enablers and making information available and accessible.

4.3.1.Strategic Objective Annual Targets for 2015 to 2019 (ICT & KM)

4.3.

4.3.2.Quarterly targets for 2016/17 (ICT & KM)
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4.3.3.Reconciling performance targets with the Budget and MTEF (ICT and KM)

Resource Considerations

The main focus of the CMS going forward will be to produce user friendly application systems that not only

meet the needs of the various business units within the CMS but also the needs of external stakeholders such

as the National Department of Health. In order to ful�l this mandate, additional software development skills

will need to be obtained. To this effect, a process has been set in motion to �ll two additional Snr. Software

Developer positions over the next two years, the �rst of which will be advertised in August 2015. Unfortunately,

a moratorium on the �lling of all positions for 2016/17 will only see the second senior developer position �lled

at the earliest in 2017/18. This will negatively impact the ability of the CMS to deliver on its software

development mandate.

The software application systems need a solid and dependable IT Infrastructure on which to run. End-users

also require a dependable IT Helpdesk as part of the IT Infrastructure support function. An IT Helpdesk

Technician is required to complement the IT Helpdesk and to facilitate the execution of speci�c Standard

Operating Procedures aimed at maintaining the IT Infrastructure. A position of IT Helpdesk has therefore been

motivated to be �lled during 2015/16. Unfortunately the �lling of the position had to be held in abeyance due

to budget constraints and therefore the position could not be �lled. A further moratorium has now also been

placed on �lling of positions in the 2016/17 �nancial year. This may hurt service delivery of the IT Helpdesk

going forward whilst the services of temporary staff members are utilised.

Finally, the ongoing drive to digitise all our paper based documentation in an effort to enhance knowledge

sharing in the CMS will be enhanced by the addition of a Registry Clerk position which will lessen our reliance

on external bureau scanning services. Due to budget constraints, this position has been placed on hold until

further notice. Until the services of such a resource can be obtained, we will have to budget separately for

ongoing use of bureau scanning services.

Human Resource requirements

In order to meet the demands outlined above, the following human resource requirements will have to be met.
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Sub-Programme 1.4 (Human Resources Management)
The purpose of the sub-programme is to provide high quality service to internal and external customers by

assessing their needs and proactively addressing those needs through developing, delivering, and continuously

improving human resources programmes that promote and support Council’s vision.

We will ful�l this mission with professionalism, integrity, and responsiveness by:

• Treating all our customers with respect

• Providing resourceful, courteous, and effective customer service

• Promoting teamwork, open and clear communication, and collaboration

• Demonstrating creativity, initiative, and optimism

By doing this we help the Council for Medical Schemes by supporting its administration and staff through

Human Resources Management advice and assistance, enabling them to make decisions that maximise its most

important asset: its people and to continue the development of CMS as an employer of choice.

4.4.1.Strategic Objectives Annual Targets for 2015 to 2019 (Human

Resource Management)

4.4.
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4.4.2.Quarterly targets for 2016/17 (Human Resource Management)

4.4.3.Reconciling performance targets with the Budget and MTEF (Human

Resource Management)
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Resource Considerations

A new approach has been adopted by the organisation to look into repurposing all employees in the organisation

to allow for rotation within the units and across units. This will improve on skills development and career

pathing. Resource requirements will therefore be looked into in the year after this decision has been revised. A

principal in sharing Executive Assistant was adopted by the organisation.

Staff turnover rates

In recent years, CMS has experienced turnover in key strategic areas. To counter this trend, the salary

benchmark exercise was conducted during the �nancial year 2014/2015 to ensure that positions at CMS are

correctly remunerated. The recommendations of the exercise were tabled to the HR Sub-Committee in February

2015, the previous �nancial year. However, at the time, the committee took a decision not to consider the

report until CMS had obtained approval of the budget. The Report will be re-tabled on 6 August 2015.

A review of employee bene�ts resulted in the approval and implementation of the following policies; performance

management and incentive policy section regarding the "eligibility to participate" in the performance incentive

policy regarding members of staff who are in the employment of council for a period of less than 6 months

during the �rst performance appraisal period, study, health and safety, family responsibility, compassionate,

maternity and paternity. Positive results are starting to show with a low staff turnover rate of 3.88% in

2014/2015.
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Tables illustrating turnover at of strategic personnel (Paterson salary band D to F):

RESIGNATIONS – 2012/2013 MALES FEMALES

TOTAL

POSITIONS A C I W A C I W

General Manager: Research & Monitoring 1 0 0 0 0 0 0 0 1

Deputy Chief Financial Officer 0 0 0 0 0 0 0 1 1

Council Secretariat 0 0 0 0 1 0 0 0 1

TOTAL PERMANENT 1 0 0 0 1 0 0 1 3

RESIGNATIONS – 2013/2014 MALES FEMALES
TOTAL

POSITIONS A C I I A C I W

Education & Training Manager 0 0 0 0 0 1 0 0 1

Senior Strategist 0 0 0 1 0 0 0 0 1

Assistant Senior Financial Analyst 0 0 0 0 1 0 0 0 1

Communications Manager 0 0 0 0 0 0 0 1 1

TOTAL PERMANENT 0 0 0 1 1 1 0 1 4

RESIGNATIONS – 2014/2015 MALES FEMALES
TOTAL

POSITIONS A C I W A C I W

Legal Advisor 1 0 0 0 0 0 0 0 1

Senior Researcher 1 0 0 0 0 0 0 0 1

Senior Investigator 0 0 0 1 0 0 0 0 1

Senior Strategist 0 0 1 0 0 0 0 0 1

TOTAL PERMANENT 2 0 1 1 0 0 0 0 4
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Programme 1.5 (Legal Services Unit)

The purpose of the sub-programme is to provide legal advice and representation to the CMS and business

units to ensure the integrity of regulatory decisions.

4.5.1.Strategic objective annual targets for 2015 to 2019 (Legal Services

Unit)

4.5.2.Quarterly targets for 2016/17 (Legal Services Unit)

4.5.4.
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4.5.3.Reconciling performance targets with the Budget and MTEF (Legal

Services Unit)

Resource Considerations

There has been an upward trend in unplanned litigation against the CMS, in reaction to our regulatory

interventions. This has placed strain on the legal fees budget and available resources. This trend is expected to

continue going forward, with the resultant upward expenditure on legal fees. The staff complement in the Unit

will need to be increased going forward, to accommodate this trend.
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5. Programme 2 (Strategy Of�ce)
The purpose of this programme is to engage in projects to provide information to the Ministry on strategic health

reform matters to achieve government’s objective of an equitable and sustainable healthcare �nancing system

in support of universal access and to provide support to the of�ce on clinical matters. The purpose of the Clinical

Unit is to ensure that access to good quality medical scheme cover is maximised and that regulated entities are

properly governed, through prospective and retrospective regulation.

Strategic Objectives Annual Targets for 2015 to 2019 (Strategy Of�ce)5.1.

Quarterly targets for 2016/17 (Strategy Of�ce)5.25.2.
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Reconciling performance targets with the Budget and MTEF (Strategy

Of�ce)

5.3.

Resource consideration

The Clinical Unit is a structure in the Council for Medical Schemes that was formalised in the 2013/2014

�nancial year through a restructuring process commenced in 2012. Its main objective is to ensure access to

quality health care for members of medical schemes and their funding protection thereof. It incorporates the

2010 constituted Clinical Review Committee (CRC).

The Clinical unit is part of the of�ce of the Senior Strategist (OSS) of CMS. The post of the Senior Strategist has

been vacant since December 2014. The unit is currently running at minimal capacity. This capacity is therefore

not adequate to meet the targets and expectations over a number of �nancial cycles.

The unit saw a substantial rise in the complexity of clinical requests that require clinical adjudication per year.

There is an inevitable increased demand to analyse new technologies as part of the clinical enquiries referred

to the team producing clinical opinions and to the team developing PMB De�nitions. Thus, there is a need to

consolidate the skills set within the unit with pharmacology, medical technology, Pharmaco-economics or

Health Technology Assessment experience. These cases are typically intensive and time-consuming analysis.

There are increasing demands to support the Stakeholder Relations Unit with training on PMBs. This forms a

critical part of prospective regulation and ensures that the CMS objective to ensure access to quality healthcare

is realized.

Increased requests to support Strategic objectives require that the unit is strengthened. These requests include

support of the PMB Review process, ad hoc Projects, Low cost Bene�t Options development to name a few.

Requests for additional staff will be based on the work load of the clinical unit during the period leading up to

2020. Resources that may be required includes

1. Additional Clinical Analyst to staff (Professional Nurse)

2. Additional Clinical Analyst (Pharmacologist/Post graduate Scientist)

3. Medical Advisor (Medical Doctor)
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6.

6.1.

6.2.

Programme 3 (Accreditation Unit)
The purpose of the programme is to ensure brokers and broker organisations, administrators and managed care

organisations are accredited in line with the accreditation requirements as set out in the Medical Schemes Act,

including whether applicants are �t and proper, have the necessary resources, skills, capacity, and infrastructure

and are �nancially sound.

Strategic objective annual targets for 2015 to 2019(Accreditation Unit)

Quarterly targets for 2016/17 (Accreditation Unit)
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Reconciling performance targets with the Budget and MTEF (Accreditation

Unit)

Resource Considerations

The Unit currently accommodates 10 members of staff in terms of the approved structure. The Clinical Analyst

vacancy has been budgeted for and has been �lled.

Accreditation Analysts perform desk based analysis of all applications received in the Unit and evaluate

compliance by applicants in terms of relevant legal requirements as well as accreditation standards applicable

to the relevant entities. Financial soundness is a critical component incorporated in all criteria for accreditation.

On-site evaluations are carried out in respect of administrators and managed care organisations to assess their

compliance with pre-determined standards to assess infrastructure, skills, capacity and performance.

There are currently two persons responsible for evaluating the �tness and propriety of administrators. The

responsible Manager and one Senior Analyst conduct extensive and detailed analysis of the process to perform

on-site and desk based evaluations and all related functions to conclusion of such applications. The complexity

and time spent on this task warrants an additional Senior Analyst post to be provided for in the structure. This

will allow the manager to spend quality time in overseeing the processes.

Measures introduced to ensure that strategic objectives are realised, was the introduction of a system to verify

that brokers applying for accreditation comply with legislation supervised by the Financial Services Board to the

extent that Financial Services Providers are required to be licensed. Should they fail to do so, accreditation is

refused with the result that brokers are accredited only if they are �t and proper in terms of relevant legislation.

Similarly, if either of�ce suspends or withdraws accreditation or license to practice, the other of�ce is noti�ed

and steps are taken to invoke similar penalty clauses against the perpetrators. This is essential to prevent

disquali�ed brokers to operate whilst not accredited or licensed. We similarly introduced a mechanism to verify

the quali�cations of persons applying for accreditation as brokers. This will strengthen our ability to prevent

accreditation of persons who are not �t and proper or who defraud the system. The additional workload as a

result of more involved administrative tasks may in future warrant an Administrator position to maintain

turnaround times based on proven statistics to be obtained during the period in question.

6.3.
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7. Programme 4 (Research and Monitoring Unit)

The purpose of the programme is to serve bene�ciaries of medical schemes and members of the public by

collecting and analysing data to monitor, evaluate and report on trends in medical schemes, measure risk in

medical schemes and develop recommendations to improve regulatory policy and practice. By doing this we

help the Council for Medical Schemes to contribute to development of policy that enhances the protection of

the interests of bene�ciaries and members of public.

Strategic objective annual targets for 2015 to 2019 (Research and

Monitoring Unit)

7.1.

Quarterly targets for 2016/17 (Research and Monitoring Unit)7.2.
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Resource Considerations

The Research and Monitoring Unit will need to maintain existing capacity and consider some adjustments in

other areas to strengthen its ability to make a contribution in the health systems reforms process. The

appointment of one additional resource is planned for 2017/18 to assist the unit with the analysis and

monitoring of health quality outcomes. Other needs may arise to employ specialised research experts from time

to time and the Unit will engage external consultants to support implementation of key objectives.

Reconciling performance targets with the Budget and MTEF (Research and

Monitoring Unit)

7.3.
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8. Programme 5 (Stakeholder Relations Unit)
The purpose of the programme is to create and promote optimal awareness and understanding of the medical

schemes environment by all regulated entities, the media, Council members and staff, through

communication, education, training and customer care interventions.

Strategic objective annual targets for 2015 to 2019 (Stakeholder Relations

Unit)

8.1.

Quarterly targets for 2016/17 (Stakeholder Relations Unit)8.2.
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Reconciling performance targets with the Budget and MTEF (Stakeholder

Relations Unit)

8.3.

Resource Considerations

Education & Training

The new direction the Education and Training sub-unit has embarked on resulted in more training programmes

offered to Board of Trustees and other stakeholders. The Unit offers the following programmes as part of

Consumer Awareness and Education Initiatives:

Capacity building workshops,

General public awareness drives, and

Awareness presentations.

More often members of the public and other stakeholders and consumer groups complain that not many

consumers, especially medical scheme members, know their rights and obligations and many more are not

aware of the existence of CMS. The challenge also remains that more stakeholder groups get added to the unit’s

list of stakeholders that require training and result in a need for additional human resources in order to perform

the unit’s functions.

The Education and Training sub-unit also offers the following trustee training interventions:

Induction Trustee Training (mandatory);

In-Depth Trustee Training;

Accredited Trustee Training; and

Response-upon-request Training.

Due to the increased number of training programmes and the high demand from stakeholders for training, a

senior educator is required to assist with the increasing workload. The resource required should have a

quali�cation as assessor and moderator with preferably the INSETA.

The appointment of such a senior Education and Training Specialist will alleviate the workload and will result

in a cost saving for CMS, since outside service providers for the accredited programme will no longer be

required.

Communication

The Communication sub-unit has currently only a manager responsible for communication issues, such as media

releases, proofreading and editing of communication documentation and publications and the Annual Report

project.
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Customer Care Service Centre (CCSC)

The CMS customer care service centre is different to other call centres where answers are provided on screen.

The CMS consultants render a consulting service, interpreting the MSA and attending to frontline calls on behalf

of units such as the Accreditation and Complaints Units. They therefore take longer to �nalise calls than would

a simpler call centre resulting in high volumes for three available consultants.

The increase in call volume means that we will need to beef up the Customer Care Services Centre’s function

to keep our other indicators (average talk time and abandon rate) within permissible limits. We will therefore

need an additional call centre consultant in order to effectively deal with all incoming calls and to give the Call

Centre Manager an opportunity to monitor calls for quality, ongoing training and improvement and to intervene

where dif�cult calls are experienced. Currently, the manager has to also deal with calls at peak times, whilst

also attending to incoming written enquiries which get directed to information@medicalschemes.com and

support@medicalschemes.com.

In instances where existing staff have to take leave, we are normally compelled to utilise temping services which

compromise the quality of our service as time to train them is limited. It is also not cost effective. Furthermore,

Labour Law has placed restrictions on the duration of utilising temps over a certain period of time thus we have

to change them now and then.

Lastly, in line with servicing all our callers, there is an identi�ed ongoing need to bridge the language gap

(preferably, an Afrikaans pro�cient consultant) to fully complement our staff.

Provision was made for one more customer care consultant, which we urgently require to improve our services

to customers.

Stakeholder Relations

Stakeholder relations remain a critical component to build relationships with all stakeholders in the medical

scheme industry and to ensure a positive reputation of the CMS. Currently only the Customer Relations Of�cer

is assisting with the responsibilities ensuring the reputation and brand of CMS are maintained.

Additional demands are being placed on the Unit due to the increased use of the CMS website, social media

and the subscription to Hellopeter.com. In order to build and maintain a positive CMS reputation, very quick

responses to social media are required and a resource to maintain the social media sites effectively is urgently

required. Therefore, a resource to manage the content of the website, social media sites and hellopeter.com

queries are urgently required.
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9. Programme 6 (Compliance and Investigation Unit)
The purpose of the programme is to serve members of medical schemes and the public in general by taking

appropriate action to enforce compliance with the Medical Schemes Act.

Strategic objective annual targets for 2015 to 2019(Compliance and

Investigation Unit)

9.1.

Quarterly targets for 2016/17(Compliance and Investigation Unit)9.2.
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9.3. Reconciling performance targets with the Budget and MTEF (Compliance

and Investigation Unit)

Resource Consideration

Budget allowances in respect of inspections or investigations are a concern for the Unit. Inspections and

Investigations are usually unpredictable and as a result it becomes dif�cult to indicate expenditure trends.

In addition to inspections/investigation costs, there are those costs that arise from expert advice sought and

advanced technological expert assistance. This includ es instances where specialised skills are required to

download information from computers or electronic material. The costs have to date been funded out of

investigation/inspection costs.
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10. Programme 7 (Bene�ts Management Unit)
The purpose of the programme is to serve bene�ciaries of medical schemes and the public in general by

reviewing and approving changes to contributions paid by members and bene�ts offered by schemes. We

analyse and approve all other rules to ensure consistency with the Medical Schemes Act. This ensures that the

bene�ciaries have access to affordable and appropriate quality health care. By doing this we help the Council

for Medical Schemes ensure that the rules of medical schemes are fair to bene�ciaries and are consistent with

the Act.

Strategic objective annual targets for 2015 to 2019 (Bene�ts Management

Unit)

10.1.

10.2. Quarterly targets for 2016/17 (Bene�ts Management Unit)
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Reconciling performance targets with the Budget and MTEF (Bene�ts

Management Unit)

Resource Considerations

The largest part of the Unit’s budget is its salaries (94% of total budget). The activities of the Unit do not require

any speci�c projects that require separate budgeting. The Unit has increased its focus on training and hence

increased its training budget to accommodate the areas of skills identi�ed.

The Unit comprises of a General Manager, 4 Senior Analysts and 3 Analysts.

The trend in the expenditure of the Unit comprises mainly of salary in�ation as this is the units major expenditure

item. The trend over the next �ve years is expected to remain stable in terms of the salary increases applied.

There are 4 Senior Analysts and 3 Analysts responsible for the registration of schemes and scheme rules/options,

management of amalgamations/liquidations and monitoring of marketing material. The unit is also involved in

developing guidance to the industry on communication to members, treating customers fairly, content of rules

and implementing low cost bene�t options and demarcation.

10.3.
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11. Programme 8 (Financial Supervision Unit)

The purpose of the programme is to serve the bene�ciaries of medical schemes, the Registrar’s Of�ce and

Trustees by analysing and reporting on the �nancial performance of medical schemes and ensuring adherence

to the �nancial requirements of the Act. By doing this, we help the Council for Medical Schemes monitor and

promote the �nancial performance of schemes in order to achieve an industry that is �nancially sound.

Strategic Objectives Annual Targets 2015 to 2019 (Financial Supervision

Unit)

11.1.

Quarterly targets for 2016/17 (Financial Supervision Unit)11.2.



127
Part C

Reconciling performance targets with the Budget and MTEF (Financial

Supervision Unit)

11.3.

Resource Consideration

The biggest expenditure items for the unit are salaries and training. This can be expected to increase over the

next �ve years to cater for the specialised skills required in the unit in order to carry out our functions. As the

industry, and accounting standards continue to evolve and become more complex, more specialised training

will be required resulting in an increase of the expenditure in relation to training. Speci�cally, there is a lot of

specialised �nance/accounting work that the unit is unable to carry out due to current excessive workloads.

There are also fairly large pieces of legislation which directly impact on the work carried out by the Financial

Supervision Unit which will need to be revised e.g. Annexure B of the regulations which deals with investments

by medical schemes. As this is an area outside of our ordinary scope of work, the unit will need to consult

investment experts in this regard. The amount of money spent on consultancy can therefore be expected to

increase over the �ve year period.

In providing an oversight function over medical schemes, the unit has to, amongst other things; ensure that

reporting by medical schemes is in line with international accounting and reporting standards. However, some

of the standards are proving to be quite onerous and/or impractical for medical schemes, suggesting that there

may be a need to look into developing our own set of standards as is the case with other regulators.

Other areas that need to be explored to strengthen our regulation and interventions are inter alia Non Healthcare

Expenditure NHE (Industry wide in-depth analysis and recommendations), overall analysis on sustainability of

medical schemes. Both these matters are aligned with the regulatory objective of understanding cost drivers

and responding appropriately i.e. cost containment.

The unit may require an additional resource in the form of senior analysts to respond to increasing complexity

and emerging trends. This will have the resultant increase on salaries in the unit.
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12. Programme 9 (Complaints Adjudication Unit)
The purpose of the programme is to serve the bene�ciaries of medical schemes and the public by investigating

and resolving complaints in an ef�cient and effective manner. By doing this, we ensure that bene�ciaries are

treated fairly by their medical schemes.

Strategic objective annual targets for 2015 to 2019 (Complaints

Adjudication Unit)

12.1.

Quarterly targets for 2016/17 (Complaints Adjudication Unit)12.2.

Reconciling performance targets with the Budget and MTEF (Complaints

Adjudication Unit)

12.3.

Resource Considerations

Measures have been put in place to improve the complaints process. The alternative dispute resolution process

has gone a long way to alleviate the backlog in respect of complaints resolution. This will require further

resourcing in the ensuing MTE years. The unit was further restructured to allocate more responsibilities to

promoted Senior Legal of�cers in order to improve the internal processes. Further improvements was to have

regular meeting with schemes in order to emphasise their obligations towards complaints resolution prior to

referral to the CMS.
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Vision

Promote vibrant and affordable healthcare cover for all

Mission
The CMS regulates the medical schemes industry in a fair and transparent manner and achieves

this by:

• protecting the public and informing them about their rights, obligations and other matters,

in respect of medical schemes;

• ensuring that complaints raised by members of the public are handled appropriately and

speedily;

• ensuring that all entities conducting the business of medical schemes, and other regulated

entities, comply with the Medical Schemes Act;

• ensuring the improved management and governance of medical schemes;

• advising the Minister of Health of appropriate regulatory and policy interventions that will

assist in attaining national health policy objectives; and

• ensuring collaboration with other entities in executing our regulatory mandate

Values

The values of the CMS stem from those underpinning the Constitution and its speci�c vision and

mission. Being an organisation that subscribes to a rights-based framework where everyone is

equal before the law, where the right of access to healthcare must be protected and enhanced,

where access must be simpli�ed in a transparent manner, the values below are key requirements of

all employees in the of�ce:

“Ubuntu” – we need each other to achieve our goals;

We strive to be consistent in our regulatory approach;

We approach challenges with a “Can do” attitude;

We are proud with our achievements; and

We are occupied by doing something which is of value.
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Strategic Outcome Oriented Goals

Strategic

Outcome

Oriented

Goal 1

Access to good quality medical scheme cover is promoted

Goal

Statement

The aim of this goal is to ensure that bene�ciaries of medical schemes receives adequate and

quality health care cover. To grow membership of medical schemes in order to increase the

percentage of the population covered by medical schemes. As CMS we create an enabling

environment that is conducive for schemes to grow membership. Currently only about 17% of

the population is covered by medical schemes. If membership of schemes is increased the

burden in public sector facilities will be alleviated.

CMS will ensure that at all times barriers to scheme access are minimized and that coverage

provided by schemes is of a high standard. Improved risk pooling is achieved through

enhanced community rating, open enrolment, and prescribed minimum bene�ts.

The process of evaluating the clinical effectiveness and value proposition of managed care

activities provided to medical schemes is in the process of being strengthened by introducing

entry level criteria, process indicators and outcomes for treatment of patients with one or more

chronic disease conditions. The process provides for participation by role-players and once

introduced, will signi�cantly enhance the ability to evaluate the health outcomes in terms of

resources employed and price paid for such services.

CMS will publish Prescribed Minimum bene�t de�nitions and CMScript articles as guidelines

to inform the industry and members of appropriate treatment plans. These guidelines will

clarify what PMB entitlements entail and as such provide guidance to the healthcare industry

on funding of PMBs with the resultant effect that complaints with regards to these conditions

are minimized

CMS must ensure that scheme rules are registered to cover the required health care bene�ts

and contribution increases and are reviewed to ensure cost effectiveness and affordability.

CMS will collect process and outcomes indicator data through the Annual Statutory system

for various chronic diseases at bene�t option level. The analysis of the data will aim to

measure health quality outcomes at bene�t option level that could be linked to the

performance of speci�c managed care entities.

CMS will also continue to put measures in place to measure and monitor �nancial soundness

of medical schemes. This ensures that schemes will be able to meet their �nancial obligations.
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Strategic

Outcome

Oriented

Goal 2

Medical schemes and related regulated entities are properly governed, responsive to the

environment and bene�ciaries are informed and protected

Goal

Statement

Ensure that at all times medical schemes are governed in the interests of bene�ciaries by

ensuring that the principles of good corporate governance are fully adhered to and that

appropriate action is taken against corporate governance failures. EnsurethatMedical

Schemes and other regulated entities are compliant with the Medical Schemes Act and other

relevant legislation. Create an environment where members actively participate in the affairs

of their scheme.

By 2020, amendments to the Medical Schemes Act mustbeinplacetostrengthen

governance provisions, appeals processes, enforcement powers and complaints resolution

processes.

Ensure that at all times medical schemes are sensitive to the speci�c needs of bene�ciaries,

are �nancially sound, offers protection against catastrophic �nancial incidents. Schemes

must also be sensitive to broader social considerations through the introduction of appropriate

regulatory measures such as fair treatment of bene�ciaries.

CMS is looking at a risk based solvency framework that will go a long way in changing the

landscape in medical scheme environment. Medical schemes are currently required to

maintain accumulated funds expressed as a percentage of gross annual contributions which

may not be less than 25%. There have often been debates and challenges to this regulation

and the somewhat undesirable effects of the manner in which the solvency ratio is calculated.

In order to fully understand the matter and related consequences, the CMS will undertake a

research project that would begin to respond to these challenges.

By 2020 the Council must have a well-functioning system to cater for the electronic �ling of

scheme rules, and a well-functioning composite risk index system.

Through the control and coordination of the availability of information emanating from

regulated entities, their education and training activities, participation in public discussions,

and the publication of material in lay and of�cial publications, the CMS will contribute to

ensure that members, their dependents, and the public are informed of their rights.

Enhance visibility of CMS as a brand through campaigns and advertising.

The communication guidelines and model rules have been developed are continuously being

enhanced to ensure that schemes are aware of the information that must be sent to

members. The model rules are a guide to the form and structure of the rule which schemes

are encouraged to adhere to; to ensure the protection of members rights through clarity of

disclosure. The communication guidelines will ensure that there is improved communication

between CMS and the schemes such that information is disseminated with ease to members.

CMS has issued trustee remuneration guidelines, this will go a long way to guide trustees in

their �duciary responsibilities. CMS further conducts investigations where governance

irregularities are identi�ed and in some instances this leads to some schemes being put under

curatorship.

CMS will also have to ensure that a Practice Code Numbering system is administered by an

approved entity in order to facilitate claims payment and resource planning

CMS will ensure that brokers and broker organisations, administrators and managed care

organisations are accredited in line with the accreditation requirements as set out in the

Medical Schemes Act, ensuring that applicants are �t and proper, have the necessary

resources, skills, capacity, and infrastructure and are �nancially sound. Protection of

bene�ciaries is key to our regulatory function and the complaints resolution process must be

improved continuously to instill con�dence in bene�ciaries that their complaints will be

resolved timeously. A system of alternative dispute resolution has been put in place to assist

in the complaints resolution. This will be monitored in the MTE years to ascertain the impact

this has on the complaints resolution process.
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Strategic

Outcome

Oriented

Goal 3

CMS is responsive to the environment by being a fair, transparent, effective and ef�cient

organisation

Goal

Statement

Through the improvement of:

business processes and business process automation

information collection and dissemination,

�nancial and other best practice monitoring systems,

Information Technology (IT) systems,

human resource policies and procedures and strategies developed for staff retention

and human capital investment,

�nancial management,

legal advisory services,

operational ef�ciency,

the CMS will constantly adapt to the ever changing environment and will improve its way of

doing business.

To improve its ef�ciency over the MTE period, the CMS will invest in its IT infrastructure. The

area of supply chain management will be strengthened. CMS will ensure that it applies

corporate governance principles in its operations. CMS will ensure that it deals with

stakeholders in a fair and transparent manner.

Strategic

Outcome

Oriented

Goal 4

CMS provides strategic advice to in�uence and support the development and

implementation of National health policy

Goal

Statement

Through reviewing the needs of the environment, the CMS, will constantly collect and

upgrade the collection of information for the purposes of ongoing and strategic review of the

private health system including advising on relevant legislative reform.

Research is conducted on aspects of the health system that have an impact on medical

schemes and bene�ciaries. CMS collects and analyses healthcare utilisation data through the

Annual Statutory Returns and makes recommendations to the Registrar on signi�cant trends

in the industry which may have an impact on National Health Policy.

Through the development of application systems such as the Single Exit Price (SEP) and

Bene�ciary Registry the CMS will assist NDoH to attain its objective of an ef�cient health

management information system for improved decision making, planning and policy

implementation.

Through its strategic position in the health system, the CMS will form strategic relations with

regional and international institutions, consult, research, and collate information for the

purposes of in�uencing stakeholders and to provide strategic advice to Government; as well

as provide technical assistance to major strategic health reforms like the NHI.
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The Administrative Programmes of CMS are effectively focused on the ef�cient functioning of the of�ce and

provide support to the core programmes to ef�ciently carry out their mandates. The programme is made up of

the following sub-programmes:

Sub-programme 1.1: Registrar and CEO

Programme 1: Administration

Purpose: The CEO is the executive of�cer of Council for Medical Schemes delegated with the mandate of

exercising overall management of the of�ce, and as Registrar, exercises legislated powers to regulate medical

schemes, administrators, brokers, and managed care organisations.

Sub-programme 1.2: Of�ce of the CFO

The purpose of the sub-programme is to serve all business units in CMS, the executive management team and

Council by maintaining an ef�cient, effective and transparent system of �nancial, performance and risk

management that complies with the applicable legislation. The sub-programme also serves the Audit and Risk

Committee, Internal Auditors, National Department of Health, National Treasury and Auditor-General by making

REGISTRAR & CEO
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DR E CONRADIE

ICT&KM

J KUGEL

available to them information and reports that allow them to carry out their statutory responsibilities. By doing

this, the sub-programme helps Council to be a reputable Regulator.

Sub-programme 1.3: Information and Communication Technology (ICT) and Knowledge Management (KM)

The purpose of the sub-programme is to serve the CMS business units and external stakeholders by providing

technology enablers and making information available and accessible.

Sub-programme 1.4: Human Resources

The purpose of the sub-programme is to provide high quality service to internal and external customers by

assessing their needs and proactively addressing those needs through developing, delivering, and continuously

improving human resources programmes that promote and support Council’s vision.

We will ful�l this mission with professionalism, integrity, and responsiveness by:

• Treating all our customers with respect

• Providing resourceful, courteous, and effective customer service

• Promoting teamwork, open and clear communication, and collaboration

• Demonstrating creativity, initiative, and optimism

By doing this the sub-programme helps the Council for Medical Schemes by supporting its administration and

staff through Human Resources Management advice and assistance, enabling them to make decisions that

maximise its most important asset: its people and to continue the development of CMS as an employer of

choice.

CMSS Organogram
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Sub-programme 1.5: Legal Services

The purpose of the sub-programme is to provide legal advice and representation to the CMS and business

units to ensure the integrity of regulatory decisions.

The legal services sub-programme was moved to fall under administration as this forms part of our support

programmes.

The Core Programmes of CMS are mainly concerned with the regulation and stability of the industry. The

following programmes make up these:

Programme 2: Strategy Of�ce

The purpose of this programme is to engage in projects to provide information to the Ministry on strategic health

reform matters to achieve government’s objective of an equitable and sustainable healthcare �nancing system

in support of universal access and to provide support to the of�ce on clinical matters. The purpose of the Clinical

Unit is to ensure that access to good quality medical scheme cover is maximised and that regulated entities are

properly governed, through prospective and retrospective regulation.

Programme 3: Accreditation

The purpose of the programme is to ensure brokers and broker organisations, administrators and managed care

organisations are accredited in line with the accreditation requirements as set out in the Medical Schemes Act,

including whether applicants are �t and proper, have the necessary resources, skills, capacity, and infrastructure

and are �nancially sound.

Programme 4: Research and Monitoring

The purpose of the programme is to serve bene�ciaries of medical schemes and members of the public by

collecting and analysing data to monitor, evaluate and report on trends in medical schemes, measure risk in

medical schemes and develop recommendations to improve regulatory policy and practice. By doing this the

programme helps the Council for Medical Schemes to contribute to development of policy that enhances the

protection of the interests of bene�ciaries and members of public.

Programme 5: Stakeholder Relations

The purpose of the programme is to create and promote optimal awareness and understanding of the medical

schemes environment by all regulated entities, the media, Council members and staff, through communication,

education, training and customer care interventions.

Programme 6: Compliance and Investigation

The purpose of the programme is to serve members of medical schemes and the public in general by taking

appropriate action to enforce compliance with the Medical Schemes Act.

Programme 7: Bene�t Management

The purpose of the programme is to serve bene�ciaries of medical schemes and the public in general by

reviewing and approving changes to contributions paid by members and bene�ts offered by schemes. The

programme analyses and approve all other rules to ensure consistency with the Medical Schemes Act. This

ensures that the bene�ciaries have access to affordable and appropriate quality health care. By doing this the

programme helps the Council for Medical Schemes ensure that the rules of medical schemes are fair to

bene�ciaries and are consistent with the Act.

Programme 8: Financial Supervision

The purpose of the programme is to serve the bene�ciaries of medical schemes, the Registrar’s Of�ce and

Trustees by analysing and reporting on the �nancial performance of medical schemes and ensuring adherence

to the �nancial requirements of the Act. By doing this, the programmes helps the Council for Medical Schemes

monitor and promote the �nancial performance of schemes in order to achieve an industry that is �nancially

sound.

Programme 9: Complaints Adjudication

The purpose of the programme is to serve the bene�ciaries of medical schemes and the public by investigating

and resolving complaints in an ef�cient and effective manner. By doing this, the programme ensures that

bene�ciaries are treated fairly by their medical schemes.
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1.2.3.Strategic Objectives Annual Targets for 2014 to 2019 (Of�ce of the

CFO)

1.2.4. Quarterly targets for 2016/17 (Of�ce of the CFO)
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Sub-Programme 1.3 (Information and Communication Technology

(ICT) and Knowledge Management (KM))

Purpose (ICT & KM)

The purpose of the sub-programme is to serve the CMS business units and external stakeholders by providing

technology enablers and making information available and accessible

1.3.1.Strategic Objectives (ICT & KM)

Goal 3 CMS is responsive to the environment by being a fair, transparent, effective and ef�cient

organisation

1.3.
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1.3.2.Strategic Objective Annual Targets for 2015 to 2019 (ICT & KM)

1.3.3. Quarterly targets for 2016/17 (ICT & KM)



143
Part D

Sub Programme 1.4 (Human Resources Management unit)

Purpose (Human Resources Management unit)

The purpose of the sub-programme is to provide high quality service to internal and external customers by

assessing their needs and proactively addressing those needs through developing, delivering, and continuously

improving human resources programs that promote and support Council’s vision.

We will ful�l this mission with professionalism, integrity, and responsiveness by:

• Treating all our customers with respect

• Providing resourceful, courteous, and effective customer service

• Promoting teamwork, open and clear communication, and collaboration

• Demonstrating creativity, initiative, and optimism

By doing this we help the CMS by supporting its administration and staff through Human Resources

Management advice and assistance, enabling them to make decisions that maximise its most important asset:

its people and to continue the development of CMS as an employer of choice.

1.4.1.Strategic Objectives (Human Resources Management Unit)

Goal 3 CMS is responsive to the environment by being a fair, transparent, effective and ef�cient

organisation

1.4.
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1.4.2.Strategic Objectives Annual Targets for 2015 to 2019 (Human

Resource Management)

1.4.3.Quarterly targets for 2016/17 (Human Resource Management)
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Sub - Programme 1.5 (Legal Services Unit)
Purpose (Legal Services Unit)

The purpose of the sub-programme is to provide legal advice and representation to the CMS and business

units to ensure the integrity of regulatory decisions.

1.5.1.Strategic Objectives (Legal Services Unit)

Goal 3 CMS is responsive to the environment by being a fair, transparent, effective and ef�cient

organisation

1.5.

1.5.2.Strategic objective annual targets for 2015 to 2019 (Legal Services

Unit)

1.5.3.Quarterly targets for 2016/17 (Legal Services Unit)
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2.

2.1.

Programme 2 (Strategy Of�ce)

Purpose (Strategy Of�ce)

The purpose of this programme is to engage in projects to provide information to the Ministry on strategic health

reform matters to achieve government’s objective of an equitable and sustainable healthcare �nancing system

in support of universal access and to provide support to the of�ce on clinical matters. The purpose of the Clinical

Unit is to ensure that access to good quality medical scheme cover is maximised and that regulated entities are

properly governed, through prospective and retrospective regulation.

Strategic Objectives (Strategy Of�ce)

Goal 1 Access to good quality medical scheme cover is promoted

Goal 2 Medical schemes and related regulated entities are properly governed, responsive to the

environment and bene�ciaries are informed and protected

Strategic Objectives Annual Targets for 2015 to 2019 (Strategy Of�ce)2.2.
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2.3. Quarterly targets for 2016/17 (Strategy Of�ce)
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3. Programme 3 (Accreditation Unit)

Purpose (Accreditation Unit)

The purpose of the programme is to ensure brokers and broker organisations, administrators and managed care

organisations are accredited in line with the accreditation requirements as set out in the Medical Schemes Act,

including whether applicants are �t and proper, have the necessary resources, skills, capacity, and infrastructure

and are �nancially sound.

Strategic Objectives (Accreditation Unit)

Goal 2 Medical schemes and related regulated entities are properly governed, responsive to the

environment and bene�ciaries are informed and protected

3.1.
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3.2.

3.3.

Strategic objective annual targets for 2015 to 2019(Accreditation Unit)

Quarterly targets for 2016/17 (Accreditation Unit)
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4.

4.1.

Programme 4 (Research and Monitoring Unit)

Purpose (Research and Monitoring Unit)

The purpose of the programme is to serve bene�ciaries of medical schemes and members of the public by

collecting and analysing data to monitor, evaluate and report on trends in medical schemes, measure risk in

medical schemes and develop recommendations to improve regulatory policy and practice. By doing this we

help the CMS to contribute to development of policy thatenhances the protection of the interests of bene�ciaries

and members of public.

Strategic Objectives (Research and Monitoring Unit)

Goal 2 Medical schemes and related regulated entities are properly governed, responsive to the

environment and bene�ciaries are informed and protected

Goal 4 CMS provides strategic advice to in�uence and support the development and

implementation of National health policy
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Strategic objective annual targets for 2015 to 2019 (Research and

Monitoring Unit)

4.2.

Quarterly targets for 2016/17 (Research and Monitoring Unit)4.3.
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5. Programme 5: Stakeholder Relations

Purpose (Stakeholder Relations Unit)

The purpose of the programme is to create and promote optimal awareness and understanding of the medical

schemes environment by all regulated entities, the media, Council members and staff, through

communication, education, training and customer care interventions.

Strategic Objectives (Stakeholder Relations Unit)

Goal 2: Medical schemes and related regulated entities are properly governed, responsive to the

environment and bene�ciaries are informed and protected

5.1.

Strategic objective annual targets for 2015 to 2019 (Stakeholder Relations

Unit)

5.2.
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Quarterly targets for 2016/17 (Stakeholder Relations Unit)5.3.
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6. Programme 6 (Compliance and Investigation Unit)

Purpose (Compliance and Investigation Unit)

The purpose of the programme is to serve members of medical schemes and the public in general by taking

appropriate action to enforce compliance with the Medical Schemes Act.

Strategic Objectives (Compliance and Investigation Unit)

Goal 2: Medical schemes and related regulated entities are properly governed, responsive to the

environment and bene�ciaries are informed and protected

6.1.

Strategic objective annual targets for 2015 to 2019(Compliance and

Investigation Unit)

6.2.

Quarterly targets for 2016/17(Compliance and Investigation Unit)6.3.
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7. Programme 7 (Bene�ts Management Unit)

Purpose (Bene�ts Management Unit)

The purpose of the programme is to serve bene�ciaries of medical schemes and the public in general by

reviewing and approving changes to contributions paid by members and bene�ts offered by schemes. We

analyse and approve all other rules to ensure consistency with the Medical Schemes Act. This ensures that

the bene�ciaries have access to affordable and appropriate quality health care. By doing this we help the CMS

ensure that the rules of medical schemes are fair to bene�ciaries and are consistent with the Act

Strategic Objectives (Bene�ts Management Unit)

Goal 2: Medical schemes and related regulated entities are properly governed, responsive to the

environment and bene�ciaries are informed and protected

7.1.

Strategic objective annual targets for 2015 to 2019 (Bene�ts Management

Unit)

7.2.

7.3. Quarterly targets for 2016/17 (Bene�ts Management Unit)
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8. Programme 8 (Financial Supervision Unit)

Purpose (Financial Supervision Unit)

The purpose of the programme is to serve and protect the bene�ciaries of medical schemes, the Registrar’s

of�ce and Trustees by analysing and reporting on the �nancial performance of medical schemes and ensuring

adherence to the �nancial requirements of the Act. By doing this, we help the CMS monitor and promote the

�nancial performance of schemes in order to achieve an industry that is �nancially sound.

Strategic Objectives (Financial Supervision Unit)

Goal 2: Medical schemes and related regulated entities are properly governed, responsive to the

environment and bene�ciaries are informed and protected

8.1.

Strategic Objectives Annual Targets 2015 to 2019 (Financial Supervision

Unit)

8.2.
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Quarterly targets for 2016/17 (Financial Supervision Unit)8.3.
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9. Programme 9 (Complaints Adjudication Unit)

Purpose (Complaints Adjudication Unit)

The purpose of the programme is to serve the bene�ciaries of medical schemes and the public by investigating

and resolving complaints in an ef�cient and effective manner. By doing this, we ensure that bene�ciaries are

treated fairly by their medical schemes.

Strategic Objectives (Complaints Adjudication Unit)

Goal 2: Medical schemes and related regulated entities are properly governed, responsive to the

environment and bene�ciaries are informed and protected

9.1.

Strategic objective annual targets for 2015 to 2019 (Complaints

Adjudication Unit)

9.2.

Quarterly targets for 2016/17 (Complaints Adjudication Unit)9.3.
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1.3.3. Strategic Objective 1.3.3.3 - Effectively provide information

management services and organise and manage organisational knowledge

with a view to enhance knowledge sharing

1.3.2. Strategic Objective 1.3.3.2 - Provide software applications that improve

business operations and performance
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1.4.2. Strategic Objective 1.4.3.2: Maximise performance to improve

organisational ef�ciency and maintain high performance culture
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1.5.
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6.2. Strategic Objecctive 6.2.2 Strengtheen and Monnitor governance systtems
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Council for Medical Schemes

Private Bag x34

Hatfield

Pretoria

Tel: 012 431 0500

Fax: 086 687 8042

Email: information@medicalschemes.com

Website: www.medicalschemes.com




