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1996 (Act No 108 of 1596} and seclion 3 of the MNatiohal Health Act, 2003, (Act No. 61 of 2003 afler
consultation with the National Heaith Council, to determing the policy in the Schedule.

Interested persons are invited to submit any substantiated comments or representations on the proposed
policy to the Director-Generak Health, Private Bag »828, Pretona, 0001, within & period of twa manths from

the date of publication of this nolice,

SCHEDULE



4 HMo. 34523

GOVERMMENT GAZETTE, 12 AUGUST 2011

. Depariment:
Health
REPUBLIC OF SOUTH AFRICA

NATIONAL HEALTH INSURANCE
IN SOUTH AFRICA

POLICY PAPER



STAATSKOEARANT, 12 AUGUSTUS 2011 Mo, 34523 &

Contents
1. INTRODUCTION Lttt e s s s s e a e e n s raares e s ssn e aranrins 4
2. PROBLEM STATEMENT ..ot s rs s bassa e cesae s e nmsare s 5
2.1 THE BURDEN OF DISEASE IN SOUTH AFRICA ... sne e 7
21,1 HINFAIDS AN T e e e e mss s ra e eas e es st et e e e oo em e meen s nrm e 7
2.1.2 Maternal, Child and Infant Maraliby ... v e see s e e g
2.1.3 Non-Communicable DISEBEES .. ..o e rens e s e e nssrsssoes s ess s sraresens 8
P I 1 T T [T =t ot S 8
2.2 QUALITY OF HEALTHCARE ... et rns st iarns e e ranns s ersasncins g
2 3 HEALTHCARE EXPENDITURE IN SOUTH AFRICA...........oc e sosnenmie s 9
2.4 DISTRIBUTION OF FINANCIAL AND HUMAN RESOURCES ... 10
2.5 MEDICAL SCHEMES INDUSTRY .ot 11
3. HISTORY OF PROPOSALS ON HEALTHCARE FINANCING REFORM iN SOUTH
F S 12
3.1 Commission on Cid Age Pension and National Insurance (1928) ... 12
3.2 Committee of Enguiry into National Health Insurance {1935} ... eeveveeern oo 12
3.3 National Health Service Commission {1842 — 19449} .o cerreree e e 13
3.4 Health Care Finance Committes {(1989) ..o e s ierieerer e e serrsssisssiasserrssesareecarees 13
3.5 Commitlee of Inquiry on National Heelth Insuranca (1995) . ... renccrre e 14
3.6 Tha Social Health Insurance Working Group (1997 .. e ercrcieriessesssrerre e iesriens 14
3.7 Committee of Inguiry into a Comprehensive Social Security for South Africa (2002} ... 14
3.9 Advisory Commillee on National Health Insurance (2009) . 15
4. NATIONAL HEALTH INSURANCE ... .o 15
5. PRINCIPLES OF NATIONAL HEALTH INSURANCE IN SOUTH AFRICA ........ococeveenne. 16
6. OBJECTIVES OF NATIONAL HEALTH INSURANCE ..ot e e e 18
7. SOCIOECONOMIC BENEFITS OF NATIONAL HEALTH INSURANCE ... 19
7.1 Economiz Impact Modelling ... i oo cvssae e 21
8. THE THREE DIMENSIONS OF UNIVERSAL COVERAGE ........c.coeev o e 21
9. POPULATION COVERAGE UNDER NATIONAL HEALTH INSURANCE..........cocoeveeen 23
10. THE RE-ENGINEERED PRIMARY HEALTH CARE SYSTEM......cocccooe e e 23
10.1 Districl Climcal Specialist Suppor Teams. e cvs e 24



6 Mo 34523 GOVERMMENT GAZETTE, 12 AUGUST 2011

$0.2 SChool HEARN SEIVITES .......c.ccr ettt et ra s e e e e cenaee 25
10.3 Municipal Ward-based Primary Heallh Care Agents......ccvccccrcraenien s seeereens 26
11. HEALTHCARE BEMNEFITS UNDER NATIONAL HEALTH INSURANCE.........cccccoecv i oevene 5
11.1 The Service Package within the Contexd of District Heath Senvices .. evcecerceeenenens 27
11.2 Delivery of Primary Health Care Services through Private Providers...........coeeiiine 23
11.3 Hospital-Based Benefits . ... ..ot s ena e s nar e rns e 28
11.4 Designation of HOSPILAIS ... s s s e 29
12. ACCREDITATION OF PROVIDERS OF HEALTH CARE SERVICES.......cc. v 31
12.1The Oflice of Health Standards Compliance...........o i e s e e a1
12.2 Accreditation Standards ... e e e 32
13. PAYMENT OF PROVIDERS UNDER NATIONAL HEALTH iINSURANCE ..................... a2
13.1 HEALTHCARE CODING SYSTEMS AND REIMBURSEMENT .. 33
13.2 UNIT OF CONTRACTING PROVIDERS OF HEALTH CARE SERVICES...........coce.... 34
14. PRINCIPAL FUNDING MECHANISMS FOR NATIONAL HEALTH {NSURANCE .......... 35
14.1 The Rale of Co-Paymments undet National Health INSUrance ... evveeeveveescvveerieenn 35
15. HOW MUCH WiLL NATIONAL HEALTH INSURANCE COST ... 36
1.1 FUNGING FROWS. ... e e et et r e st e et sae e b e s sae e mss e eaesa e e e s se et sbndnsa s snesr et 41
16. THE ESTABLISHMENT OF THE NATIOMAL HEALTH INSURANCE FUND................... 41
17. THE ROLE OF MEDICAL STHEMES ...ttt et casn e ens 43
18. AEGISTHATION OF THE POPULATION ..o rnerarnreses s ea s 43
19. INFORMATION SYSTEMS FOR NATIONAL HEALTH INSURANCE...............coceinee a4
20. MIGRATION FROM THE CURRENT HEALTH SYSTEM INTOQ THE NATIONAL HEALTH
INSURANCE ENVIRONMENT ..ottt serinsisrmms e rssssas s s siasssnnsserenssssssnas ens 44
21. PILOTING QOF NATIONAL HEALTH INSURANCE ... 52
Bl LG R A PH Y ettt sa £ e ra SRR ea sttt s n e 53



STAATSKOERANT, 12 AUGUSTLIS 2011 Mo, 3435325 7

1. INTRODUCTION

1. South Africa is in the process of intraducing an innovative systam of healthcare financing
with far reaching consequences on the health of South Adfricans. The National Health
Insurance commoniy referred to as NHI will ensure that everyone has access to
appropriate, efficient and quality health services. It will be phased-in over a period of 14
years. This will entail major changes in the servica delivery struclures, administrative and

management syslems.

2. The NHI s intended to bring about reform that will improve sarvice provision. K will
premote equity and eficiency so as to ansure that all South Africans have access o

aflordable, quaiity healthcare services regardlieas of their socio-economic slatus.

3. The current system of healthcere financing in South Africa is two-tiered, with a relatively
large proporion of funding allocated through medical schemes, various hospital care
plans and out of pocket payments. This current funding arrangement provides cover {o
private patients who have purchased a benefit option with a scheme of their choice or as
a rasult of their employment conditions. |t only benefits those who are employed and are
subsidized by their employers — both the Stale and the private seclor. The other perion
is funded through the fiscus and is mainly for public sector users. This means thet those
with medical scheme cover have a choice of providers operating in the private sector
which is not extended to the rest of the popuietion.

4. A larger pant of the financiai and human resources for health is located in the private
health sector serving a minority of the population. Medical schemes are the major
purchasers of sarvices in the private seclor which covers 16.2% of the population {CMS',
2009}, The public seclor is under-resourced relalive to the size of the population that it
serves and the burden of disease. The public sector has disproportionately less human
resources thao the private seclor yet it has o manage significantly higher patient
numbers.

1 CM5; Coundil for Medical Schemes is a statutory body with regulatory oversight for the medical scheme’s
industry. It is established by an Ad of Parilament, the Medical Schemes Act, 1998
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5. The South African health system is ineguitable, with the privileged few having
disproportionate access to health services. There is recognition thal this system is
neither rational nor fair. Therefore, NHI is intended to ensure thal all South African
citizens and legal residents will benefit from healthcare financing on an equilable and
sustainable basis. NHI wil} provide coverage to the whole population and minimise the
burden camied by individuals of paying diractly out of pocket for healthcare services. This
model of delivering health and healthcare services to the population is well accepted,
describad and widely pramoted by the World Health Organisation as universal coverage.

6. To successfully implement a healthcare financing mechanism that covers the whole
population such as NHI, four key interventions need to happen simultanscusly: i} a
complete fransformation of healthcare service provision and delivery; i} the tofel
overhaul of the entire hegithcare system iiiy the radical change of adminisiration and
management iv) the provision of a comprehensive package of care underpinnad by a re-
engineered Primary Health Care.

2. PROBLEM STATEMENT

7. Prior to the 1994 democratic breakthrough, South Africa had a fragmented health syslem
designed along racial lines. One system was highly resourced and benefitled the white
mingrity. The other was systemalicafly under-resourced and was for the black majority.
The Constitulion has cutlawed any form of racial discrimination and guarantees the
principles of sockeconomic righls including the right to health.

8. Atlempls to deal with these disparities and to integrate the fragmented services that
resulted from fourtzen health departments (serving the four race groups, including the
tan Bantustans) did not fully address the inequities. Problems linked to health finencing
that are biased towards the privileged few have not been adeguataly eddressed.

9. Post 1994 aftempis to transform the healihcare system and introduce healthcara
financing reforms wera thwarled. This has entrenched a two-tiered health system, public
and privale, based on scciceconomic status and it continues 1o perpetuate inequalities in
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the current health syslem. Alempts to reform the heaith system have not gone far
enough to extend coverage to bring aboul equity in heatthcare.

10. The two-tiered system of heafthcare did not and still does not embrace the principles of
equity and access and the current heaith financing mode does not facitate the

atlainment af these noble goals.

11. The 2008 World Health Reporl of the World Health Organisation (WHQ} details three
trends that undermine the improvement of health oulcomes globally, namely:
s  Hospital centrism, which has a strong curative focus
» Fragmentation in approach which may be related to pragrammes or service
delivery, and
+ Uncontrolled commercialism® which undermines principles of health as a public

good

12. An analogy of the preceding description can be drawn with the negative atlributes of the
Scuth African two-tier healthcare syslem, which are unsustainable, destructive, very

costly and highly curative or hospi-centric’.

13. The naticnal heaith system has a myriad of challenges, among these being the
worsening quadruple’ burden of disease and shoriage of key human resources. The
public sector has underperforming insbitutions that have been atiributed to poor
management, underfunding, and detericrating infrastructure,

14. In many areas access has increased in the public sector, but the quality of healthcare
services has deleriorated or remained poor. The pubdic health sector will have to be
significantly changed 50 as to shed the image of poor quality services that have been
scientifically showr: to be a major barrier to access (Bennetl & Gilson, 2003}

? Commercialism — This is a business practice that tums goods and services into produats for the sole

rpose of generating profits
Hospi-centric - a health system where the majority of health problems are dealt with at hospital |evel

when patients already present with sericus complications
* Quadruple Burden of Disease: Fafers to HIV/AIDS and TB: Matemal and Child death; Norn-

Communicable diseases and Violence and Injuries
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15.

16.

Similarly to the public health system, the private sector aisa has its own problems albeit
these are of a different mature and mainly relate to the costs of services. This relates 1o
the pricing ard uwiilisation of services. The high cosls are linked to high service tarills,
provider-induced utilization of services and the continued over-servicing of patients on a
fee-for-service basis. Evidently, the private health seclor will not be sustainable over the

medium to long term.

To change these types of systems will require transformation of the healthcare fnancing
model, beller reguiation of healthcare pricing, improvement in quality of healthcare as
wall as the strengthening of the planning, informaltion management, service pravision and

the overhauling of management systems.

2.1 THE BURDEN OF DISEASE IN SOUTH AFRICA

17.

The introduction of NHi, should take into account the burden of disease the country is
experiencing. Soulh Alrica is plagued by four clear health problems that have been
described in the Lancel Reporl as the gquadruple burden of disease {Coovadia &t al,
2009). These are:

« HIV/AIDS and TB

+  Maternal, infant and child monality

» Non-communicable diseases

+ Injury and victence

2.1.1 HIW/AIDS and TB

18. Despite Soulh Africa only having 0.7% of the world population it carriss 17% of HIV

infected pecple in the world, The HIV prevalence is twenty thres times the giobal
average, while the TB infection rate is among the highest in the world. Moreover, the TB
and HIV/AIDS co-infection rate is one of the highest in the world ar 73%. As a result life
expeclancy in South Africa hes declined over a number of years, HIV/AIDS has also
contributed significantly to high maternal and chiid mortalily rates. Failure to intervene
may reverse 50 yeers of health geins,
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2.1.2 Materna), Chifd and infant Mortality

19. The matamat morlalily ratios®, pari-natal mortaliy® and neonatal mertality” rates in South
Africe are much higher than that of countries of similar socio-economic devalopment.
Maternal monality has increased markedly in our country, and as previously mentioned
HIV/AIDS is the main contributor. Hawever, there are also deaths that are due to largely
preveniable and non-AlDS related faclors. Simitarly, infant and child mortality rates have
reached unacceptably high levels not only due to HIV and AIDS bhut &lso dus to other

preventable causes.

2.1.3 Non-Communicable Diseases

20. Non-communicable diseases such as high blood pressure, diabeles, chronic hear
disease, chronic lung diseases, cancer and mental #lnesses comributed to 28% of the
total burden of diseasa measured by disabiity-adjusted life years in 2004, They amwe
largely driven by four rsk factors, namely afcohol, smoeking, poor diet, and lack of
exercise.

2.1.4 injury and Violence

21, Injury and violence are also contributing significantly to the burden of disease. Injuries
may be categorised as either intentiona! or unintentional. Of nots is the significant
proportion of injury associated with road accidents and inter-personal viofence,
parliciifarly, violence against women and children. These are driven largely by high

alenhiol consumption and other social factors such as poverty and unemplayment.

* Matemal Mortality Ratio - This is the number of women who dis due to pregnaney related causes and
is measured par 100,000 live births in a given population. |t includes any pregnancy retated death and
is measured from the beginning of pregnancy to six weeks after birth or termination of pregnancy.

? Pari-Natal Mortality Rate — Peri-natal mortality s the death of a baby who was bom live after 20 weeks
of pregnancy or dies within Yeampleted days after birth measured per 1000 births, It includes stillbirths,
" Neonatal Mortality Rate — refers to the death of a live born baby within 28 days of birth and is
measured per 1,000 live births.
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2.2 QUALITY OF HEALTHCARE

22,

As mentioned eariier, significant improvements in health services coverage and access
since 1994 have been achieved. However, there are still notable quality problemns.
Among the commonly cited and experienced by the public are; cleanliness, safety and
security of slafl and patients, long waiting times, staff atlitudes, infection contrat and drug
stock-outs.

. Given that there are concarns about guality at public sector facilities, there is preference

by the public for services in the private sector which may largely be funded out of pocket.
Various members of the public cannot afford to make these paymenls. This type of
arrangement 15 not suitable for the country's level of development. Thersfors,
improvement of quality in the public health system is al the cemre of the health sector's
reform endeavours.

2.3 HEALTHCARE EXPENDITURE IN SOUTH AFRICA

24.

25.

2B.

The World Health Organisation recommends that countries spend at least 5% of their
GDP on health care. South Africa already spends 8.5% of its GDP on health, way above
what WHO recommends. Despite this high expenditure the health outcomes remain poor
when comparad to similar middle-income countries, This poor performance has been

attributed mainly te the inequities between the public and private sector.

It has been reporied that high-income countries spent an average of 7.7 percent of their
GDP (Gross Domestic Producl)® on health whilst middle income countries spent 5.8
percent, and low income countries spent 4.7 percent {Schieber, et al 2006,

The 8.3% of GDP spent on health is split as 4.1% in the private sector and 4.2 % in the
public sector. The 4.1% spend covers 16.2 % of the population, (B.2 million people) who
are largely on medical schemes. The remaining 4.2% is spent on 84% of the population

¥ Gross Domestic Product {GDP) — This is the market valua of ali final products (goods and services)
produced in a country within a given period, usually a financial year.
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27.

28,

{42 million people) who mainly ulilize the public heaithcare seclor (Nalional Treasury:
Intergovernmental Fiscal Aeview, 2011).

Cver the past decade, private hospital cesls have increased by 121% whilst over the
same period, specialist cosls have increased by 120% (CMS Reporl, 2008). This means
that the private heaithcare sector will have 1o accept that the charging of exorbitam fees
completely out of proporiion to the services provided have to be radically transformed. In
real terms, conribution rates per medical scheme beneficiary have doubled over a
seven-year pefiod. This has not been proportionate with increased access to senvices.
Simply put this has meant [imited acgess to needed health service coverage mainly as a
result of the design of the medical scheme benefit options, or dug to early exhaustion of
benefits.

In South Africa health care expenditure is derived from three main sources: public sectar
expanditures financed oul of general revanue, private seclior expenditures financed
through medical schemes, and out of pocket payments. This is consistert with
expenditure trends &s reported by the World Bank (World Bank 2004).

2.4 ISTRIBUTION OF FINANCIAL AND HUMAN RESCURCES

2. The mel-distnbution of heaithcars rescumes described above leads to B skewed

0.

31,

distribution of kay healthcare professionals in favour of the private seclor.

The recent estimates show that the ratio of patients 1o health professionals (speciafists,
general pracitioners, pharmacists) is iower in the private seclor than in the public seclor.
There are more professionals per patient in the private sector than the public sector. The
Depariment is finahsing its human resources for health sirategy in order to the shorlages
in human rescurces,

The amount spent in the private health secior relative to the total number of people
covered is not justifiable and defeals the principles of social justice and equity. Per capita
annual expenditure for the medical aid group has been estimated at A11,150.00 in
condrast to public sector dependant population where the per capita annual health

10
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expenditure is estimeted at R2,788.00, This is not an efficient way of financing
healthcare.

2.5 MEDNICAL SCHEMES INDUSTRY

a2,

33,

34,

35.

Presently the most reliable source of healthcare financing for individuals is in the form of
medical schemes and various hospital cash plans. However, over the years many of
them have experienced problems of sustsinability. A number of medical schemes have
collapsed, besn placed under curatorship or merged. They have reduced from over 180

in the year 2001 to aboul 102 in 2069, This was mainly due to over pricing of health care.

In a bid to sustam their finencial vability, many schemes resorled to increasing
premiums, in many cases at rates higher than CPIX, When this was not successful, the
schemes resorled to decreasging members benafita. This has led to an increasing number
of maembers exhausting their benefits midyear or towards the end of the year. This has
keen worsened by non-health related exorbitant administrator's fees, oversupply of
brokars, disproporiionate to the membership, and managed care costs. As a result,
increased deductions of medicel scheme contribution from member's salaries have
resulted in wage infiation.

Howevar, it is avidert that the abeve measures did not improve or have warsened the
cost-ascalation because at the centre of this problem is the uncomtrolled commercialism
of healthcare as described by the World Health Organisalion. The imervention by the
Competition Commission was also clearly based on the undersianding that the scenario
iz as mapped above, Clearly something complelely diferam is needed in the South
African health seclor.

2.6 QUT OF POCKET PAYMENTS AND CO-PAYMENTS

Out of pockel payment accounts for a significant part of toted health expenditure and this
could be in the form of co-payments, or direct payment to private providers panticularly by
those who are not covered by medical schemes. Even for those who era covered by

medical schemes, the exlent of co-payments confirms that the current system does nol

11
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provide full cover. However, for those who are not on medical aid this could have

catastrophic? effects.

36. Payment for heaith care, padicularly for those who cannot afiord and who pay out of
pockset cannot be planned in advance and this lack of predictability is what exposes

households to financial hardships.

37. Evidence has demonsirated that those who are not adequalely covered by any form of
heaith insurance are amaong others women; children; the elderly; low income groups ete,
It is for this reason that coverage should be extended to all these populgtions {(Meng,
2011).

3. HISTORY OF PROPOSALS ON HEALTHCARE FINANCING REFORM IN SOUTH
AFRICA

35. Contrary to comman belief, the history of reforming the healthcare financing sysiem in

South Africa aclually dates back more than 80 years:

3.1 Commisslon on Old Age Pension and National Insurance (1928)

39. A Commission on Old Age Pension and National Insurance recommended that a health
insurance scheme should be established to cover medical, maternity and funeral benefits

for all low income formal sector employees in urban areas.
3.2 Committee of Enquiry into National Health Insurance (1935)
40. A Committee of Enquiry into National Health Insurance recommended in 1935 similar

proposals as those made in 1228, Neither of the proposals of these bwo Commitlees was

ever taken forwand.

* Gatastrophic health expenditure — health care expenditure resulting from severe illness/ injury that
usually requires prolonged hospilalisalion and invalves high costs for haspilals, doclors and medicines
leading to impoverishmerr or tola! financial collapse of the household,

12
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3.3 National Health Service Commission {1942 - 1944)

41,

42,

A Commission led by Dr. Henry Gluckman was set up in this pericd. It was calied the
National Health Service Commission. |t recommended the implementation of a National
Heaith Tax to ensure that health services could be provided free at the point of sefrvice
for all South Africans. The aim was to bring heatih services “within reach of all sections of
the population, according to thelr needs, and without regard o race, cofour, means or
staffon in Nfs" Health centres, providing comprehensive primary care Senices, wers

proposed as a core component of tha health system.

Although the Giuckman Commission proposals were accapted by the government led by
Generel Jan Smuts, it was decided to implement them as a series of measures rather
than in a single step. The introduction of Community-based centras was taken forward
with 44 cemres being in operation within two years, but other aspects of the proposals
were never implemented. Any gains from the Gluckman Commission process were
raversed afier the Mational Pary (NF) govemment led by General DF Malan was elected
in 1948,

3.4 Health Care Finance Committee {(1994)

43,

34,

By the early $19590s, the spofiight had again tumed to the possibility of introducing some
form of mandatory health insurance and afler the 1594 elections; there were several
policy initiatives that considered either social or national health insurance. The
Healthcare Finance Committee of 1994 recommended that all formally employed
individuals and thelr immediate dependents should initially form the core membership of
social health insurance arrangements with a view to expanding coverage to other groups

over timsa.
it was also suggested that there should be a multi-funder (or multi-payer) environment

and that private funders, namely medical schemes, should ad as financial intermediarias
for channelling funds to providers. It was also proposed that there should be a risk-

13
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equalization'® mechanism between individual insurers to help slabilise the medical
schemes indusiry. It was furlher recommended that a comprehensive set of services be
covered under such a systemn and that both public and private providers will be involved
in the delivery and provision of these services. The main challenge with respect to these
sets of recommandations was the jnabilty of the State to fully finance the recommeanded

package of services.

3.5 Committee of Inquiry on Nationai Health Insurance (1995}

45. The 1994 Finance Commitlee was followed by the 1995 Commission of Enguiry on
Mational Heaith Insurance which fully suppored the recommendations of the Health
Finance Committee. The key difterence was on the benefit package. This commitiee as
well as the heelthcare finance committee made a strong case for primary health care

sarvices.

3.6 The Social Health Insurance Working Group {1997)

46. In 1897 the Social Health Insurance YWorking Group developed the regulatory framewerk
that resulted in the enactment of the Medical Schemes Act in 1998, This Act wes meant
to regulate the private health insurance as well as to emrench the principles of open
anrclment, community rating, prescribed minimum benefits and betler governance of
medical schemes. Howevar, despite the introduction of the Act and the supporting
principles the level of coverage for the national pepulation has remained below 16
percent and is only atfordable to the relatively well-off.

3.7 Committes of inquiry into a Comprehensive Social Security for South Africa
{2002)

47. In 2002, Deparimem of Social Development appointed Professor Vivienne Taylor to chair
the Commitiee of Inguiry into a Comprehensive Social Security for South Africa, The

Commission recommended that there must be mandatory cover for alt those in the formal

'* Risk Equalisation — This is a mechanism that is applied to equalise the risk profiles of separate Insurance posls
in order o avoid loading premiums on the insured members based on some pre-determined health faciors

14
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seclor earning above a given lax thrashold and that contribulions should be income-
reiated and collecled as a dedicated tax for heaith. The Commillee aiso recommended
that the State should create e national heelth fund through which resources shouwid be
channelled to public facilities through the government budget processes.

3.8 Ministerial Task Team on Soclal Health Insurance (2002)

48. To impiemant the recormmendations of the Taylor Commitiee, the Depariment of Health
estabiished the Ministerial Task Team on Sociel Heelth Insurance in 2002 to draft an
impiemerntetion plan with concrete proposals on how to move towards social health
insurance and to create supporing legislative and institutional mechenisms that will in
the long term result in the realisation of National Health insurance in South Africa.
However, the path to achieving universai coverage through a social health insurance
model was not widely supporod and the implementation of the suppoding proposals thus
stalled.

3.9 Advisory Committee on National Health Insurance (2009}

49. In August 2008, the Ministerial Advisory Commitlee on National Hesith insurance was
eslablished which had been tasked with praviding the Minister of Health and the
Depariment of Health with recommendations regarding the relevant health system
reforms and mabiers relating to the design and roll-oul of National Heaith [nsurance. This
was to carry forward the Resclulion passed at the ruling party's (ANC) Conference in
December 2007 in Polockwane. This was Hesolution 53 which called for the
establishmant of a Netional Health Insurance.

4. NATIONAL HEALTH INSURANCE

50. The rationale for introducing National Heafth Insurance is therefore to eliminate the
current tiered system where those with the greatest need have the least access and have
poor health outcomes, National Health Insurance will improve access to quality
healthcare services and provide financial risk proteclion against heafth-related
catastrophic expenditures for the whole population. Such a system wifl provide a

15
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mechanism for improving cross-subsidization in the overali health system, whereby

funding contributions would be linked to an individual's ability-to-pay and benefds from

health senvices would be in line with an individual's need for care. Moreover, by

significantly reducing direct costs for health care, families and households under National

Health Insurance are less ikely to face impoverishing health care costs,

51. NHf will ensure that everyone has access o & defined comprehensive package of

healthcare services. The covered healthcare services will be provided through
appropriately accredited and contracted publfic and private providers and there will be
a slrong and sustained focus on the provision of health promotion and preveriion

Bervices at the community and househoid level.

5. PRINCIPLES OF NATIONAL HEALTH INSURANCE |N SOUTH AFRICA

52. The National Health Insurance will be quided by the fellowing principles:

a)

b}

The Right to Access - Saclion 27 of the Bill of Rights of the Constitulion states that
everyone has a right of access to health care services including reproduciive health
care and that the State must take reasonable fegislative and other measures, within
its available resources, to achieve the progressive realisation of these rights. The
reform of healthcare is an imporant stap towards the realisation of these rights and
the key aspect of this is that access to health services must be free at the point of use
and that people will benefit according to their health profile.

Social Salidarity — this refers to the creation of financial risk protection for the enlire
population that ensures sufficient crogss-subsidisation between thea rich and the pogr,
and the healthy and sick. Such a system allows for the spreading of health costs over
a person's lifecycle: paying contributions when one is young and healthy and drawing
on them in the avent of illnass later in life.

Efec¢liveness — this will be achieved through evidence based interventions,
strengthened management systems and better performance of the healthcare sysiem
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d}

e)

that will coniributa to posilive health
cutcomes and overall improved life

expeclancy for the entire population.

Appropriateness — {his refers to the

adoption of new and innowvative
health service delivery models that
take account of the local context and

acceptability and tailored to respond

to local needs. The health services
delivery model will be based on a
properly struclured referral system
rendered via & re-engineered Primary
Health Care modal.

EquRty — this reers to the health
system that ensures ihat those with
the greatest health need ara provided
with timely access to heallh services.
It should be free from any bartiers"
and any mnequalities in the system
should be minimized. Equity in the
health
expansion of access to quality health

should fead to

systam

services by vulnerable groups and in
underserved areas. The principle of

Or. Margaret Chan Address to ha Untted Matiors Genaral
Assembly on the thems “Advancing Global Heafth in the
Face o Crigis”, 15 Jure 2009

“Faimoas, | ballava, Iz ot B hoart of our anbifiona in
giobel health. 4 quest for grester fnlmess dominatas |
the agends for thiz forum. We see this In pour concam
pbout winerelie popaistions, and sbout  healh
sysflomsa that srciude the poor, We sss mis In your
support o glabed heakf InfHatfvas and funding
mechianiema thel redicinibite some of the world's
richan fowarth health nesds of e poor. On the fesus
of fefmeosa, ki me agaln smie the obwloua, Dur workd
i8 damporcualy ouwt of balsnce, swo In matters of
hazith. DifYerances, within and bolween countrias, in
incame Jlevelw, apporunitioa and hoeolth pixlua &re
groster {oday than at any Hime in recant history. Fart of
the worid fexsta faalf into choalty, whila part of the
world faars and sizrvma for want of food. Parnt of the
wnid thrives inko ofd age, while pard of e world diga
young from asglly ang cheapty prevantable causes, Aa
rhwe historians il us, such huge axinmmes of privifege
gnd msary ame 8 preciwsor for socisl breakdown. =
tiia where e progiess of our ohvilled, sdvanced,
Hah-moh, saphisficaned soclory haa brought ue? To
tha brink of social breakdown? Lal me make anothar
obvious paint A health gyatem Ia 8 saclal inotitution. &
cows ot fust dedivar plily and bahbies the way a post
offiee dolivers i, Propedy maneged and Tranced,
8 health sysiem thar somives for univerasl coverage
contrdbitea 1o soclal cohoalon and stshillty. | Rurther
befimvm gt 8 felure (o make fairmeas an expilelt

| obyfective, In palicka, i the netems el govern the
" way naffons and thalr populstions Mrect, M one

Fogeon why e povid b in such a grest hig mesg”,

aquity has been elzhorately articulated as faimess by the Director-General of the

WHO, Dr. Margaret Chan (see hox insert).

Alordability — this means that services

will be procured at reasonable costs that

recognise haalth as not just an ordinary commodity of trade but as a public good.

* Barriers may be regulatory, cultural, geographic and administrative. This should be understoad within
available resources in the country.
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g} EMficlency — this will be ensured through creating administrative structures that

minimize or eliminate duplication across the national, provincial and district spheres.
The key will be ta ensure that minimal rescurces are sper on the administrative
structures of the National Health Insurance and that value-for-money is achieved in
the transiation of resources into aclual health service delivery.

6. OBJECTIVES OF NATIONAL HEALTH INSURANCE

53.

55

National Health Insurance is aimed ai providing universal coverage. Universal coverage
as defined by WHO “is the progressive development of a health system including its
financing mechaniams into one that ensures that everyone has access to quality, needed
heaith services and where everyone is accomded protection from financial hardships
linked to accessing these health services”,

L& number of counlries have reformed their health systems to achieve the above goals,

This has brought about equily in access for needed services, administrative efiiciency,
increased revenue and gquality improvements.

The objeclives of National Health Insurance are:

a) To provide improved access to quality health services for all South Africans
irrespectiva of whether they are employed or not,

b} To pool risks and funds so that equily and social solidarity will be achieved through
the creation of a single fund.

c} To procure services on behalt of the entire population and efficiently mobilize and
control key financial resources. This will cbviate the weak purchasing power that has
been demonstrated i have been a major limitation of some of the medical schemes
resulting in spiralling costs.

dj To strengthen the under-resourced and strained public sector so as to improve health

systems performance
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7. SOCIOECONOMIC BENEFITS OF NATIONAL HEALTH INSURANCE

56. Health affects social development and economic productivity in four ways. These are
namely through {i} increased cutput as a healthy person works more effectively and
efiiciently and devoles more time to productive activities (i.e. fewer days off, longer work
life span); (i} a broader knowledge base in the economy as the gains 1o education
increase as life expectancy increases; (i} increased “work life" and savings as a resuit of
increased Iffa expectlancy may result in earning and saving more for ratirement; and {iv)
an increase in labour force activity. These benefils inciude having a healthier population,
which in turn translates into a productive and effeclive workiforca that grows local
business, attracts foreign investors and grows the domestic economy.

57. This argument was effectively elaboraled by the Secretary General of the United Nations,
Mr. Ban Ki Moon, at the 2009 United Mations General Assembly on the theme
“Advancing Global Health in the Face of Crisis”, whean he said;

*We can cutf bhack on health expendilures and incur massive Insses in lives and
fundameanial capacily for growth. Or we can invest in health and spare both
pecple and sconomies the high cost of inaction. The cost of culling back is jisst
unthinkatle. | know that many in this audience do not need o be told about the
sighificant returns we see from investing in heafth. Investments to scale up basic
health serndces can bring a Six-fold economic return. Healthy people have
improved life expectancy, go to school, are more productive, take fower days off

af work, have lowsr birth rates and thus invest more in fewer childrer”.

58.In other middle-income countries where Mational Health Insurance has been

implemented it has resulted in the following benefits:

a} A healthier population contribules to better wealth creation. Each exira year of life
expeciancy raises a country’'s GDP per person by around 4% in the long run. Peer
heaith reductions in adult mortality explain 10 to 15 percent of the economic growth
that occurred from 1960 to 1990 in 52 countries {(Bloom, DE, Canning, D., &
Sevilla, J (2003) The Effect of Health on Economic Growtfir A Production Function
Aparosch, World Development 32{1): 1-13).
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L} Investmenis in health are impertanl safety nets against poverly traps in times of
economic upheavai. Lack of health insurance in India means that over 37 million
Indians fall below the povery line each year due to catastrophic health spending;

families will oflen seli assets like livestock in order fo meet medical expenses.

¢} Public financing of health services fraes the poor {0 use more money to improve
their welfare and create jobs for others. For example, in South Africa, 48% of
health spending Howsd via private intermediaries fn the way of private healih
insurance contribulions (40.7%) and the remainder is out of pocket spending, If the
households did not have to spend this an heaith, they would either save it or spend
it orr other goods and services including investing in other household assats, and
other activities that create jobs in the economy.

58. In Mexico the introduction of universal caverage hinked to innovativa initiatives to tackle
their double burden of disease enhanced the basic capabilities of families living in
gxireme poverdy. The interventions included basic sanitation, reproduclive heaith,
nutritional and growth surveillance, and specific prevention measures mostly for
communicable diseases, but increasingly elso for high blood pressure, diabetes and
injury (Frenk 2006).

B0. The country will have a healthier worklorce at a lowsr cost in the long term, which
increases employment and atiracls foreign diredl investment. For inslance, Canada's
provinces introduced national beaith insurance on a staggered basis from 1961 — 1975,
Across 8 industries in 10 provinces, employment rose after the introduction of National
Health insurance; wages increased as wafl, but average hours were unchanged. In
addition, provinces with high initial levels of private insurance coverage had lower rales

of employment and siowsr wage growlh,
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7.1 Ecanomic Impact Modelling'®

61. Macro-economic modeling undertaken suggests that the implementation of National
Health tnsurance could have positive or negative implications, depending on the model
utiized and its outcomes, When implemented successfully, the MNational Health
Insurance can improve employment and growth in the long-run. The economic impact
assessmenl ingdicates that the Matianal Health insurance can have positive impacls in the
ieng-run provided that it succeeds in improving the health indicators of the country,
including significant improvement in life expectancy and child monality. The betier health
outcomes nead to translate into significant labour productivity. In the long-run, the higher
produclivity can lead to growlh improving by 0.5 percentage points. However for Nalional
Health insurance 1o have this positive macro-economic implication it needs to address
the current instituticnal and staff constraints, improve significantly Souh Africa’s health
indicators, achieve the productivity gains and remain affordabte.

8. THE THREE DIMENSIONS OF UNIVERSAL COVERAGE

62. In the 2010 Werld Health Report, the WHO provides guidance to countries on achieving
universal healthcare coverage and social solidarity. It recommends three dimensions of

progressing towards universel coverage and thess have been identified as folows:

g) Popuflation Coverage
It refers to the propertion of the population that has access to needed heaalth services.

b} Service Coverage
It refers to the axtdent to which a range of services necessary to address health needs

of the entire population are coverad.

¢} Financial Risk Protection
it refers to the extent to which the population is protected from catastrophic health
expenditure paricularly for households.

"2 National Treasury {2010) Economic impacts of tha National Health Insurance. Drafi.
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63. In a simplified diagrammatic form, tha three dimensions may be summarized in the

fellawing figure:

Figure 1: The three dimenslons of moving towards universal coverage

Thrae dimension: 1o conldar whan moving towards un lversal

COVRTage
/ ‘

i [R][T] N4 L
1 Ringe g | S tha cour
i e fuw:_::lmn

Lurrersl panted bemds

SErWICRL.
walube]s 4 vbe @
are egvered?

Populatman: who Is povered?

a}

b}

Length of the cube
This refers to the population coverage under universal coverage where the whole cube
is covered and not just e portion of it.

Breadih of the cube
This refers to services covered. The present syslem wrongly confuses haalthcare with
treatment of diseases. A comprehensive healthcare package includes:
s Prevention of diseasas, Promotionr of health, Treatmernt of diseases where
prevention has failed, Rehabilitative services

Height of the cube

This refers to the exterd to which individual households are protected from exposure to
financial risks associated with health. As previously slated, househclds exposed to
financial risks due to illnesses are sometimes driven Mo poverty.
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9. POPULATION COVERAGE UNDER NATIONAL HEALTH INSURANCE

€4.

g5.

National Health Insurance will cover all South Africans and legal pemmanent residents.
Short-term residents, foreign students and tourists will be required to obtain compulsory
travel insurance and must produce evidence of this upon entry into South Africa.
Refugees and asylum seekers will be covered in line with pravisions of the Refugeas Acl,
1998 and Intemnational Human Rights Instruments that have been ratified by the State.

In exlending coverage the population that is in greatest need shouid be defined and the
coverage must include those experiencing grealest difficulty in obtaining care. The
identification of the poputation with the greatest need will be based an objective criteria.

10. THE RE-ENGINEERED PRIMARY HEALTH CARE SYSTEM

B6.

57,

The strengthening of the South African health system will be based on a Primary Health
Care approach. This will be rooted in the primary health care philosophy. The centrality
of Primary Healih Care was more clearly outlined by the WHO in the international
conference on PHC hatd in Alma Ata, Karakstan in 1978 when they redefined health as
follows:

“Health is not just the absance of disease or infirmity but a stale of complals
physical, mental and social wefibeing. it is a fundamental human right and the
attainment of the highest possible level of health is the most imporant wondwide
social goal whose realisalion requires action from many other social and

econamic seclors in adaition to the health sector”.

In South Africa, PHC services will be re-angineered to focus mainly community ocutreach
services. Ongoing eflorts to reengineer the PHC approach will ensure that the
composition of a defined comprehensive primary care package of services exiends
beyond services traditionally provided in health facilities such as clinics, community
health centres and district hospitals.

Primary health care services wili be re-engineered to focus mainly on health promotion,
preventative care, whilst alse ensuring that quality curative and rehabilitative services
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appropriate to this level of care are renderad. Work is already underway in the National
and Frowincial Depariments of Health to support the delivery of primary health cara
sarvices. These services will be population orientated with exiensive community outreach
and home based services, and in which community health workers form an essential
part. The district heatth system {DHS) will be the vehicle by which all PHC is delivered.

£8. it has been shown that there is a strong suppon for inciusion of Primary Heakth Care
services within the benefit package for mandatory insurance. This should also include
private seclor primary care services. This has the potential to reduce the disparities that
exist in the distribution of human resources between the pubiic and private sector,

63. All members of the population will be entited to a defined comprehensive package of
heaith services at all levels of care namely: primary, secondary, tertiary and quaternary
with quaranteed continuity of healthcare benefits.

70. Primary health care services shall be delivered according to the following three streams:
a} District-based clinical specialist support teams supporting delivery of priority heaith
care pragrammes at a district
B School-based Primary Health Care services
c} Municipal Ward-based Primary Heaith Care Agents

10.1 District Cllnical Specialist Supporl Teams

71. in ordar fo address high levels of maternal and child mortality and to improve health
ouicomes, an integrated team of specialiste will be based in the districts. The epecialities
will inciude; a principal obstetrician and gynaecologist; a principal paediatrician; a
principal family physician; a principal anaesthetist; a principal miowife and a
principal primary health care professional nurse. Others will be added over iime as
the need arises. The role of these teams will be to provide clinical support and oversight
particufarly in those districls wilh a high disease burdan.

72. The health districts in South Africa have for a iong time lacked specialist resources to
provide supporl to primary haaithcare services. With the increased shortage in specialist
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73

health professionals, the gap in specialist suppon has become wider and continues to
reduce access for vulnerakble populations and increases the total cost of medical care.
The objectives of the districl clinical specialist suppor teams will be
» To prumote nnovative models of providing specialist healthcare closer to the
patients’ home
« To promote integrated working practices between GPs and hospital based
specialists
+ To improve the quelity of services rendered at the first level of care by ensuring
adharence to treatment guidelines and prolocols
+« To provide peer support for specialists working in primary care.

These innovative approaches can improwe access, outcomes and service utilisetion
especially when delivered as a muiti-faceted approach. Evidence from the Cochrane
systematic review indicates that in contexis where specialist medical practitioners have
heen involved in primary cere ¢linics and rural hospitel setlings it has led to increesing
the accessibility and effectiveness of specielist services and their integration with primary
care sarvices {Gruen, et al. 2009). Contrary to the norm of clinical gpecialist outreach
services, these are not outreach specialists. They will be an integral and permanent
feature of health care delivery in South Africa. The medical schoo!s in the country should
be able to provide these teams, even if it is on a rotational basis.

This model is also cost effective as patients will ba seen early by specialists befare they
are too il end need advanced technology and treatment at higher levels. it will also
address the problems associated with delays in referral or poor access to nesded
specialist services.

10.2 Schoaol Health Services

74. School health services will be delivered by a team that is beadad by a professionad

nurse. The services will include heaith promotion, prevention and curative health services
that address the health needs of schoel-going children, inciuding those children who
have missed the opporlunity i0 access services such as child immunization senvices

during their pre-school years.
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75. Schaool health is an integral parl of the comprehensive package of primery health cere
services that must be delivered to every school in the district. The school-based heatth
programme will ensure that the generai stete of physical, mental health and well-being of
school going children including pre-Grade R, and Grade R up until Grede 12.

76. The other areas of the school health programme witl include a focus on child and sex
abuse, oral health services, vision screening services, eradication of parasites, nutritional
services, substance abuse, sexual and reproductive health righls including family
planning services, and HiV and AlDS related programmes.

10.3 Munlcipal Ward-based Primary Health Care Agents

77. A team of PHC agents will be deployed in every municipal ward. Al least 10 peopla will
be deployed per ward. Each team will be headed by a health professicnal deperding on
availability. Each member of the team will be allocated a certain number of families.

78. The teams will collectively facilitete community involvement and participation in
identifying health problems and behaviours that place individuals at rigsk of disease or
injury; vulnerable individuels and groups; and implementing appropriate interventions
from the senvice package to address the behaviours or health problemns.

11. HEALTHCARE BENEFITS UNDER NATIONAL HEALTH INSURANCE

79. The provision of a comprehensive benefit package of care under National Health
Insurance wili be fair and rational. The tarm 'bensfit package’ describes how different
types of sarvices are organized into differenl levels of care in the public seclor {J
Doherty, 2010). 1t also defines the types of services that are considered as achievable
for the country commensurate with ds resources.

50. The National Crepariment of Health {(NDOH) has aver the number of years developed
'benefit packages,’ for primary heslth care, district hospital services, regional hospitat
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81

82,

services and tertiary servicas. Despite this, barriers fo accessing these packages still
exist.

. In the design of these packages, cerain considerations should be made to overcome the

identified barriers to access. A review of the intemational evidence on high-leve!
strategies to promote heaith and health equity found that comprehensive benefit
packages should be determined first by considering which interventions are important in
improving access, offering financial protection to less advantaged groups and enhancing
redistribution of healthcare services. The comprehensiveness of the package of servicas
to be provided must also demonstrate how well the health system is performing, and

ensure timely referral of patients at differen levels of care.

The noyms and slandards for the package to be provided in the district will assist in
outlining precisely the measurable tergets which must be achieved and the acceptabie
standards of care which providers must comply with. These will enable managers at
facility, districi, provincial and naticnal levels to compare performance amnd challenges
between individual and groups of similar facilities.

11.1 The Service Package within the Context of District Heath Services

83.

B4,

Sarvices provided within the contex] of the disiricl health system have shown mixed
results purely because they have been viewed as a once ofl process of granting authority
to lower levels of adminisiration in a decentralised manner. Evidence shows that this
must be a carefully planned process that requires good administrative systems with
innovative servite delivery approaches that would bring about efficiency, improved

managament including financial managemen.

A district health package of public health and clinical interventions, which are highly cost-
effective and deal with major sources of disease burden, through the three PHC streams
involving various teams, can be provided in South Africa at reasonable cost. Properly
delivered through the primary health care streams, this package could eliminate 21% to
38% of the burden of premature mortality and disability in children under 15-years of age,
and 10% to 18% of the burden in aduits {Bobadilla, 1994). The district health package is

designed to meet the needs of the population. Some of the issues to be addressed are:
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= Availability of heaith services a! adequately convenient hours with enough
professiona! slafl {0 atend to their needs

» Cansideration of the user's privacy, confidentiality, feir treatmert by slafl members
and ensuring the user’s dignity is respected at ail times

» Compliance with core quality standards

11.2 Dellvery of Primary Health Care Services through Private Providers

85. [n addition to the three streams, PHC services will be delivered through accredited and
contracled private providers praclicing within a Dislrict. A sizeable proportion of the
population in the country uses private providers for their health care needs and more
olten than not it involves subslantial oul of pocket payment.

B8. There are several ways in which private providers could participate in providing PHC
services to the population. The salfent feature of contracling private providers in the
delivery of primary health care services will entail the spocification of the range of
services that will be provided. These may include services by the general practitioners to
patients who must gel the full range of primary care services required in one facility or
comparable arrangement which does not inconvenience or require travel costs on the

parl of the patient.

11.3 Hospital-Based Benefits

87. Services to be rendered at the hospital level will be based on a defined comprehensive
package that is eppropriate to the level of care and referral systems'®. The National
Health insurance will provide an evidenced-based comprehensive package of health
services which includes all levels of care namely: primary, secondary, tertiary and

guaternary heaith care services.

¥ he channelling of a patient to angther level of care, either a higher or lower level for ¢ontinmby of care, it is a process in
which the treating health practitioner at 2 particular level of health service channels 2 pathent ko 2 different kve| of care,
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11.4 Designation of Hospitals

Ba.

ag,

91.

92,

As pant of the overhaul of the health system and improvement of its management,
hospitals in South Africa will be re-designated as follows:

»  District hospital;

. Regional haspital;

=  Teriary hospital;

«  Central hospital; and

»  Specialized hospital.

Each level of hospitzl designation will be managed al a newly defined level with
appropriate qualifications and skills as defined by the Nationa! Health Council.

It iz recognized that health care services in South Africa are rendered at diflarent levels
of care with specific core packages. Patierms andfor members of the public should be
ahie to access the care needad at the time of need. This should be par of the system
design and operations with appropriate guaramee of patient safety.

District hosphais

. This is the smallest type of hospital which provides generalisl medical services. |n terms

of specialist care, they are limited to four basic areas namely:
+  Dbstetrics and Gynaecology
+«  Paedietrics and Child Health
«  General Surgery
=  Family Medicine

The package of care provided at districl hosprals includes trauma and emergency care,
in-patient care, oul-patient visits, rehabilitation services, geratne cars, leboratory and
diagnostic services, paediatric and obstetric cere.

Consequently in the South African context these facilities will have anaesthesia
adminisierad at the gereral preclitionar level, within a theetre complex. These facilities
will be supporled by the district specialist teams wilthin a broad PHC service pachkage.
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Regional Hospitals

93. The regional hospitals will offer a range of general specialist services, Hospitals af this
{evel render services at a genera! specialisl level, receive referrals from district hospitals
and provide specialist sarvices to a number of district hospitals {preferably six ar less).
The eaight gencral specislist services that wili be provided is general surgery,
orihopaedics, general medicine, paediatrics, obstelrice & gynaecolegy, psychiatry,

radiology and anaesthetics.

Tertiary Hoapitals

94, Tertiary hospitals render super specialist and sub specialist care. They also serve as a
main plaliorm for training of health workers and rasearch. Most care provided in these
hospitals, requires the experise of teams fed by experienced specialists. This includes
cardiology, cardiothoracic surgery, craniofacial surgery, diagnoslic radiclogy, sar, nose
and throet (ENTY, endocrinclogy, geriatrics, hasmatalogy, human genstics, infeclious
diseases, general surgery, orthopesdics, general medicine, paediatrics, obstetrics &
gynaecology, radiclogy and anaesthetics. These services may be included in mora
developed terttary services Cardiothoracic Surgery, Renal Transplant, Neurosurgery,
Oncology, Nuciear Medicine, and a range of Paediatric sub-specialties.

Central Hospitals

85. These are national referral hospitals that are attached to a medicai school and provide a
training plattorm for the training of health professionals and research, Central hospitals
render very highly specialized teriary and quaternary service on a national hasis. It also
funclions as highly specialized referral units for the other hospitals. These hospitals
employ high technology and highly trained staH.

Speclalired hoopilals

96. The specialized hospitals are usually one disciple focused and are exdremely verlical in
the range of services offersd at the hospital. There are a wide range of possible
specialties that could he focused in a hospital, the two most common being TB and
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Psychiatry, bul they may also include spinai injuries, maternity, heari, orthopaedics,
urciogy and infeclious diseases. These units may alsc provide either acute, sub acule or

chronit care or all of four levels of care.

12. ACCREDITATION OF FROVIDERS OF HEALTH CARE SERVICES

12.1The Offlce of Health Standards Compllance

g7.

5a.

g9,

The Oflice of Health Standards Compliance {OHSC) will be established through an Act of
Parfiament. 1t will have three units, namely: inspection, norms and standards and the
office of the ombudsperson. It will set nerms and standards and underizke the inspection
of all health facilities. This process will be undertaken in clese collaboretion with the
implementation of guality improvement plans to ensure facilities are ready for
accreditation and contracting with the National Health Insurance. Interim assessments,
focusing on high-risk elements in public health facilities, will be canducted within regular
intervals to ensure that set standards are maintained. Recommendalions will be made on
the introduction of continuous quality improvemsant n public healthcare facilities, with

associated training.

The OHSGC will facilitate the development of multidisciplinary organisational standards for
nealthcare facilities using evidence-based principles for standard development to
evaluate compliance and to monitor progress.  The certification process will enable
management at all levels of the health system to use the information generated to make

informed decisions abou quality improvement.

All health establishments (public and private} that wish to be considered for rendering
health services to the population will heve to meet set standards of guality. There are six
core standards that form par of a comprehensive guality package. These standards deal
with key quality principles that will improve safety and facilitate access to healthcare
servicas. Thase standards wilt form only one aspoct of accreditation, other criteria for
accreditation will include service elements, management systems, porformance
slandards and coverage.
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12.2 Accreditation Stendards

100. The accreditation standards will spectty the minimum range of senvices to be provided
at differen levels of care. Central to the accreditation is the provision of primary health
care sarvices that can demonsirate performance linked to health ocutcomes. This will
entail volvement of compelent tealth and medical staff with appropriate skills, In
addition, providers at all ievels of care must edhere to the referral procedures as defined
by the National Health Insurance and the referral system will be clearly defined for
sarvices within and outside the health sub-district, district and province to assure

continuity of care and effective cost containment.

13. PAYMENT OF PROVIDERS UNDER NATIONAL HEALTH INSURANCE

101, In order to ensure effective cost-containment and the fulure sustainability of the
National Heaith Insurance, existing provider payment mechanisms and associated
accounlability processes will be changed.

102. At the primary care level, accredited providers wilt be reimbursed using a risk-adjusted
capitation system linked to a perlormance-based mechanism. The annual capilation
amount will be linked to the size of the registered population, epidemiolegical profils,

target utilization and cost levels.

103. At the hospital level, accredited and contracted facililies will be reimbursed using
global budgets in the initial phases of implementation with a gradual migration towards
diagnosis related groups (DRAGs) with a strong emphasis on pefformance management.

104. In preparation for comracling with private providers, mechanisms for achieving cosl-

efliciency wili be investigated including internalional benchmarking from countries of

similar economic development that bave successiully implemented such processes.
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105. Public emergency medical services will be reimbursed through the public hospital

global budget initially and a case-based mechanism as the system matures. Contracled

private emergency services will be reimbursed using a case-hased approach.

106. The provider payment mechanisms must ensure incentives fer the health warkers and

professionals in the public sector and it is also important to consider the implementation

of parformance-hased peyment mechanisms.

107. While capitation should be maintained as one of the basic forms of provider

reimbursement, adiustiment shouid be made in #s application, with the following

principles:

a) the capitation amount will be a uniform amaount for the defined levels of providers;

B the capitation amount shoutd be linked to an appropriste index,

c) the public and private health providers contracled by the National Health Insurance,
will be assisied in controlling the expenditure through recommended formuta, and
adharence to treatmeni protocols for all conditions covered under the defined
peckage of care. This will be necessary io ensure the appropriste level of service
provision and avoid under-servicing which is a common characteristic of many
capitation-based systams; and

d! the budgsets will be calculated on ihe basis of a risk-adjusied capration formuia

taking into account key faclors such as population size, age and gender and
disease/epidemiolagical profile.

13.1 HEALTHCARE CODING SYSTEMS AND HEIMBURSEMENT

108. Coding systems are an imporiant component of health informatics and reimbursement.

Nationei Health insurance will adopt a ceding system that alfows providers to unifarmiy

repart on the services rendered or goods provided for the purpose of reimbursement.

The coding system must allocate a code redating to a particufar service so that the

Mational Health Insurance would be able to reimburse for the service with a full

understanding of the service delivered or goods supplied. t is also importam that the
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coding gystern provides the necessary heallh information on the burden of disease for
the purposes of planning and decision making.

109. The reimbursement system for inpatient services will ba according fo disease releted
groups. A case mix of groupor system wili be adapted for the South African environment
drawing on good praclices that are internationally accepted and have beean successiully

impiemnented in other jurisdictions.

13.2 UNIT OF CONTRACTING PROVIDERS OF HEALTH CARE SERVICES

110. It is envizaged that the District Health Authority, s parl of the health service provision
system, will be established and given the responsibility of contracting with the Mational
Health Insurance in the purchasing decisions for health services. The Dislrict Health
Authority as a contracting unit will be supported by the National Health Insurance Fund's
sub-national offices te manage the various contracts with accredited providers.

111. A furher role of the District Health Authority will be to ensure that services thal are
planned for are adequate and accessible for the population that is located wilhin a
defined health district. Initially alt districts may nol be abie to participate in purchasing
decisions due to capacity constraints. Nonetheless, over a period of time, District
Management teams wili be strongthenead.

112. Accredited providers will be comtracted and reimbursed on the basis of the payment
levels determined by the Mational Health {nsurance. Accradlitation will aiso take into
account the need for particular providers within a particutar area, type of heajth services
required as well as avaiiable resources within the district. The District Heallh Authority
will monitor the performance of comracted providers within a districl and performance will
he linked to a reimbursement mechanism that is aimed at improving health cutcomes in
the districd.

113. There wiil be a separation of the functions of purchasing and provision of services

within the MNational Health Insurance. A clear delineation of the rofes and functions of
provincial and national spheres of government on the one hand and National Health
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Insurance will be undertaken in order to ensure an elective purchaser — provider split.
The purpose of this i8 to avoid the potential duplication of administrative processes so as

to minimise administration costs.

14. PRINCIPAL FUNDING MECHANISMS FOR NATIONAL HEALTH INSURAMNCE

114. Universal coverage to aflordable heafth care services is best achieved through a
prepayment health financing mechanism. To achieve univarsal coverage, pooling of
funds requires that payments for health care are made in advance of an illness, and
these payments are pooled and used to fund health services for the population. The
funds can be from a combination of sources (e.g. the fiscus, employers and individuals).
The precise combination of these sourees is the subject of conlinuing technical work and
will be furlher clarified in the nexl 6 months in paralle! to the public consuitation.

115. An imporant considaration is that the revenue base should be as broad as possible in
order to achieve the lowest contribution rates and still generate sufficient funds to
supplement the general tax allocation to the National Health Insurance. As the National
Health insurance matures, consideration will be given to the alignment and consolidation

of health benefits offered by other relevant statutory entities.

14.1 The Role of Co-Payments under National Health Insurance

116. Crdinarily universal coverage does not encourage co-payments. Even the WHO does
not encourage co-paymenis, and National Health Insurance will not be an exception.
Howevar, there are instances under which Mational Health Insurance may be forced to
impose co-paymernts, and these may include amaongst others:

al Services rendered not in accordance with the National Health Insurance trastmant
protocols and guidelines;

b} Health care benefits that are not covered under the National Health insurence
berefit package (e.g. originator drugs or expensive speclacle frames)

¢} Non-adherence to the appropriately defined referral systam
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d} Services that are renderad by praviders that are not accredited and contracted by
Mational Health Insurance

8) Health services ulilised by non-insured persons {such as tourists)

15. HOW MUCH WILL NATIONAL HEALTH INSURANCE COST

117. The costing estimates presented in this section focus on providing an indication of the
estimated resource requirements for achieving universal coverage, based on cost
effective delivery of health services.

118. 1t is not possible to mods! with 100% accuracy the precise resource requirements of
the future National Health Insurance, but the figures presented provide a good indication
of the likefy magnitude of resource requirements and more importantly allow for the
implications of key National Heaith Insurance design elemens (e.g. of different benefit
packages) to be assessed. The figures presented here are preliminary estimates of the
resource requirements for the National Health Insurance. The costing of the Mational
Health Insurance is an iterative process and further work will be undertaken to refine cost
estimates to take account of detailed proposals being developed, particulariy in relation
to strategies for gate-keeping at primary care leved and provider payment mechanisms to
avoid over-ulilisation and over-provision of servicas,

118. The costing model used in this prefiminary costing adopts the approach recommended
by the International Labour Office (ILC), which is:

Total expenditure = user population X service utilisation rates X unit costs

It takes account of the population size and how population will grow aver time as well as
the age and sex compaosition of the current and future population {as young children, the
elderly and women of childbearing age have greater health service needs). It also takes
into account how frequently different groups use diflerent health services and how this
may change over time, parlicularly when financial bamiers 10 access are remaoved under

the National Health Insurance. Finally, it considers how much it costs {now and in future)
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o provide each type of heatlth service drawing on the currem costs of provision of public
seclor services and the need to dramatically improve resourcing of public sector heafth

senices.

120, The model presents the estimated resource requirerments using a ‘public sedor
framework’. This implies that a defined comprshensive package of services is provided
for all Soulh Africans, but this package is not specified as in currenl medica! schemes in
terms of specific servicas that will be covered {e.g. whether or not chronic medicines for
depression are covered). inslead, the comprehensive package is delined in terms of
individuals having access to primary care facilities and t¢ speciaiist and hospitai care on
referral. For each of these broad categories of services, there are ‘norms' in relation to
the type of stalt that should be employed, equipment that should be availeble and the
range of services that shouid be provided. In addition, it is based on public sector unit

cosis, but at substantially improved resourcing levels than at prasent.

121. The improvement in resourcing is phased in over the initial 7 year period (i.e. it is
regarded as an urgent intervention). The model makes allowance for large increases in
utilisation when financial barriers to service use are remaoved under the National Health
insurance {of aver 70% in outpatient care and about 80% in inpatient care for those who
are currently ‘uninsured’ relalive to thelr current ulilisation jevels). These projecied
increases in Uilisation are compareble to the exlent of ulilisetion increases experienced
in Thailend when a universel health coverage system was introduced. [t will take
considerable time for the supply cepecity (facilities and heafth professionals} to grow to
accommodete such utilisation increases. For this reason, these increases are phased in

over a 14 yeer pericd.

122. This model indicates that resaurce requirements under this model increases from
RA125 hbillion in 2012 to A214 bifhon in 2020 and B255 bifiion in 2025 if implemented
gradually over a 14-year period. These figures are expressed in real terms {i.e. these
are the valuss in reel 2010 finenciel terms).

123. These figures should be placed within the contexd of current spending levels. The
2010111 heslth MTEF budget is R101 billion and increases {o A110 billion in 2012113
{2010 prices). This dogs not include spending by ather depardments {such as heaith
spending by Defence and Carrectional Services). In addition, & similar amount is being
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spent on medical scheme contributions {totaliing RSO billion (2010 prices)) in 2009 — the
most recent year for which audited figures are available' — and estimated to total about
R92 hillion in 2010 based on the rate of increase between 2006 and 2008). This
represents a total of over R227 billion being spent on health services in South Africa in
2010, which is equivalent to almost 8.5% of GDP,

124. Table 1 below shows preliminary cost estimates of the health care packagse,
impiamentation as well as administration cosis. Further costing will be undertaken by the
National Treasury and the Deparment of Heailth to furlher refine the modei and to look at
iong term fiscal implications and effecis of the Nationa! Health insurance contribution on
households.
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Table 1: Heallheare delivery and Natlonal Heaith Insurance Implementation Preliminary Cost estimates 2011 - 2025
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125. It should be noted that increased spending on the Mational Health Insurance will be
partially olfset by the likely decling in spending on medical schemes (as all South Africans
will be entitied to benefit from National Health Insurance services). In addition, Nationat
Treasury is projecling real GDP growth of 3.1% in 2010/11, 3.6% in 2011/12 and 4.2% in
2012/13. Nationa! Heafth Insurance will require an increase in spending on health care
from public resources (general tax revénue and a mandatory National Health Insurance
contribulion) thal is faster than projected GDP increases. However, the ultimate level of
spending on a universal health system relative to GDP {of 6.2%) is less than current

spending by government and via medical schemes {of 8.5%).

126. This National Health Insurance contribution should be compared to the current level of
medical scheme contributions. Based on datz from the 2005/06 Income and Expenditure
Survey, the overall average level of contributions for all medical scheme members is over
9% of income. The lowest income medical schemea members currently contribute over 14%
of their income to medical schemes (for the lowest 40% of scheme members), the middle
20% of scheme mambers spend nearly 12% of income on medical acheme contributions,
the second waslthiest 20% of medical schemea members devote over 9% of their income to
contributions whils the richesl 20% of scheme members devate ehout 5.5% of their income
to medicel scheme contributions. The infention is that the National Heslth Insurance
henefits, to which all Soulh Africans will be entitled, will be of sufficient range and quelity
that South Africans heve a real choice as to whether to continue medical scheme
membership or simply draw on their National Heelth Insurance entitlements.

127. The preliminary costing estimates provided above indicate that the National Health
Insurance is affordeble for South Africa. However, the presert system of fragmentation,
essocieted with the high cost, curative and hospi-centric approach and excessive and
unjuslifiable charges, especially within the private health seclor is unsustaineble. Mo
emount of funding will be sulficient to ensure the sustainability of National Health
Insurence unless the systemic challenges within the health system are also addressed.

128. The chalienges of sustainable financing do not apply only to South Africa but heve also
been experienced in other countries that follow the roule that is currently dominant in the
South African private health sactor. An exampls of this problem has been experienced in
the United States of America {USA) where the concentrated private hospital and
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specialists’ market power coupled with a fee-for-service reimbursement system that
promotes over-senvicing of patients has resulted in a high cost, curative care.

128. The high cosl, curative and hospi-centric system cannst be sustainable not only for the
implementation of National Health Insurance but also for any form of healthcare financing
mechanism including the present medical schemes environment. In order to effectively
implament such a large health systems reform programme, strengthening of the public
health system and transformation of the health services delivery platform is critical for the
success of National Health Insurance.

15.1 Funding Flows

130. All revenue collection would be underlaken by the South African Revenue Services
{SARS), including the mandatory contribution. All funding for personal health care services
will flow through the National Health Insurance Fund. Treasury will allccate general tax
revenue far personal healthcare services and the payroll-linked mandatory cantribution to
MNational Health Insurance in consultation with the Minister of Health and the MNational
Health Insurance.

16. THE ESTABLISHMENT OF THE NATIONAL HEALTH INSURANCE FUND

131. In order to implement an effective National Health Insurance, there will be a
reconfiguration of the institutions and organisations involved in the funding, pocling,

purchasing and provision of health care services in the South African health system.

132. The National Health Insurance Fund will be eslablished as a government-owned entity
that is publicly administered. It will be a single payer entity with sub-national offices to
manage nationally negotiated contracts with all appropriately accredited and contracted
healthcare providers. The covered setvices will be defined as a comprehensive package of
services that includes personal care, health prevention and promotion services. The main
responsitility of the Mational Health Insurance Fund will be to pool funds and use these
funds to purchase health services on behalf of the entire population from contracled public
and private health care providers. Nonetheless, a multi-payer system in a National Health
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Insurance will also be explored as an altemative to the preferred single-funder, single-

purchaser publicly administered Fund.

133. The National Health Insurance Fund will be an autonomous public entity reporling to the
Minister of Health and Parliament. It will be governed by the relevant statites. The Fund will
be established through the passing of enabling kgislation and supporting regulations. The
Minister of Health will have oversight of the National Hagith Insurence Fund.

134. The Deparimenl of Health will continue to play its overall slewardship roie of the health
system, such as development of overall health polity, planning to mest changes in the
country's heaith care needs as delermined by chenges in population demography,
epidemiclogical profile, health technology and any other relevant developments, The
Depariment of Health will also remain a major provider of senvices through its nationad,
provinciat and districl level structures and facilities. Furthermore, the Depariment of Haalth
will continue to provide non-personal services including overall responsibility for
infrastructure development and direction of health workar training and planning. The
responsibility of coordinating the development of overall health plans including personal
services will be retained within the Deparlment of Health. The National Heaith Insurance
Fund will purchase porsonel services in accordence with the approved plans by the
Mational and Provinciel Depanments of Health.

135, At the national fevel, the Mational Health Insurance Fund will be managed by a Chief
Executive Officer {CEQ) who will repon directly to the Minister of Health, The CEOQ will be
sypperted by a competent Executive Management Team end specific technical
commitlees including the technical adwvisory commiliee, audit commities, pricing

commitlee, remuneration commitiee, benefils advisory commitlee and others.

136. The National Health Insurance Fund will be advised by a technical advisory cormmittee
made up of experls in health cere financing, health economics, medical and nursing
services, pharmaceutical servicas, public health planning, research, menitoring and
evatuation, public hiealth law, labour, adminisiration of public insurance schemes, actuarizl
sciences, information technology and communication. At a sub-national level, the National
Health insurance Fund will establish sub-national structures that will be responsible for
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managing the nationally negotiated contracls with the District Health Authorities that are
located within particular health digtricls.

17. THE ROLE OF MEDICAL SCHEMES

137. Membership to the Naticnal Health insurance will be mandatary for all South Africans.
Mevertheless, it will be up to the ganeral public to continue with volumtary private medical
scheme membership if they choose to. Accardingly, medical echemes will continue to exist
alongside Nationa! Health Insurance. However, thera will be no tax subsidies for those who

choose 1o conlinue with medical schame covar.

138. The exact form of sarvices that medical schemes will ofler may evolve to include top-up
insurance. However, no South African and legal permanent resident can opt out of
contributing to National Health Insurance even if they retain their medical scheme
membership.

139. There is existing expertise residing in the health sector in the area of administration and
management of insurance funds. Where necessary and relevant, this expertise may be
drawn upon within the single payer publicly administered National Health Insurance, to
ensure that adequate in-house capacity is developed.

18. REGISTRATION OF THE POPULATION

140. The Mational Health Insurance Fund will only deal with regisiered citizens as provided by
the Depardment of Home Affairs. Only those registered will have access to the defined
comprehensive package of senices, Accredited and contracled health providers will
provide services to the registered population.

t41. A Mational Health insurance card will be issued for the registared population and it will
allow for ease of access to patient information and for the pertability of health services. The
National Health Insurance card will be the same for the entire population, regardless of
their contributory or other status, in order to avoid the stigma that may be associated with
subsidised households and individuals.
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18. INFORMATION SYSTEMS FOR NATIONAL HEALTH INSURANCE

142. The Nationzl Health tnsurance will contribute to an integrated and enhanced National
Health information System. National Health Insurance information system will cantribute
towards the determinalion of the population's heaith needs and outcomes. The infarmation
systern will aise be essential for porability of services for the population. The National
Health Insurance information system will be based on an electronic platform, with linkages
between the National Health Insurance membership data base (with updated contribution
status) and accredited and contracted health care providers. The information system will
need to be adegquately budgeted for in the initial stage to help ensure eHective
implementalion. Developmental work will be conducted on a National Health Insurance
patient card and supporling infermation platform.

20. MIGRATION FROM THE CURRENT HEALTH SYSTEM INTO THE NATIONAL HEALTH
INSURANCE ENVIRONMENT

143, The fransitiona! process from the cumrenl to the proposed National Health insurance
environmeni within the Scuth African health sysiem will require a well-eiculated
implementation plan, The implementetion of National Health Insurance will be dene in a
phased end systemetic menner et both the netionel and sub-national levels. The migration
peried will occur in three pheses aver the fourleen years of implementation.

144. The initial phases of implementation will include the realife demonsiretion of the key
edministrative end technical aspecits of National Health Insurence so es to ensure the
smooth roll-out of the systems as it metures end new information becomes aveilebls. A
number of interrelated elements must be carefully eddressed to ensure an efiective

transition process. These elements include:

145. Development of a sirategy that allows for the strengthening of district heaith structures 1o
suppont service delivery within the National Heelth Insurance. This will entail accelerating
the re-engineering of the Primary Health Care Approzach through the incrememal
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establishment of Municipal Ward-hased family heslth teams, District-based specialist
teams and the roli-cut of the school-hased health programmes. The strengthening of the
District Health Management teams will be accelerated to improve the capacity to contract
with the National Heaith Insurance Fund by the District Health Authority;

148. Development and implememation of a comprehensive plan for quality improvement,
assurance and compliance for all providers supporied by the Office of Health Standards
Compliance. The Office of Health Standards Compliance will inspecl, licance and cerlify all
health care faciliies. The National Health Insurance Fund will contract with accredited
health care providers based on prescribed ¢riteria and standards;

147. Determination of a transition and long term plan for addressing the current Human
Resources {HR) shorlages in the health system. This will include increasing capacity of
nursing colleges and health science faculties to produce more healin professionals.
Furthermore, mobilisation of additional financial and HA resources wilk be underaken to
suppor enhanced health systems delivery within the National Health insurance;

148, Conducting real-life demanstrations and pilots in prioritized health districts on the
management capacity, sppropriateness of the servica package, and ability of the
accredited and contracied providers to deliver on the defined comprehansive package of
health services to be provided at the appropriate level of care. The prioritized districts will
be selegted based on demagraphic, socio-economic and epidemiological profiles as well
as management functionality at the selected health districts;

149. The assessment of existing health infrastructure (including facilities, technology and
management capacity) in the country and a plan to improve its capacity and effectiveness
to support heelth services delivery and provision within the National Health Insurance;

150. Implemantation of hospitals management reforms that include governance reforms,
improvements in financial management, decentralization of authority assaciated with
hospital management autonomy and accountabihity;
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151. Development of a plan that informs the processes around implementing innovative
purchasing and procurement processes to allow the National Health Insurance to yield the

best economies of scale;

152, Development of an integrated plan to support processes around population registration.
This plan must be irformed by building on existing capacities in the country and through
invoking various stakehokdars. The plan will also include conducting research on the typa
of National Heafth Insurance Card that will be used to aflow the ensured populetion to be
identified, access the defined comprehensive cover and benefit from the portability of
health care benefits;

183. Furlher refinement of the financial resource envelope that will be required to adequately
fund the Naticnal Heslth Insurance end service delivery platforms at the primary
secondary, tediary and quaternary levels, including the concurrent health systemns
strangthening activities that are informed by the Dapartment of Health's Ten Point Plan;

154, Refinement of the revenue mobilisation strategy and pooling systems that will be
implemented {o ensure National Health Insurance provides the appropriate financial risk
protection for the entire popukation and yields the full economies of scale from the publicly
administered monopsony structure to support the single-purchaser Mational Health
Insurance. This will also include alignment of healih benafits and taril systern under the
Road Accidemt Fund, GCompensation for Occupational Diseases and Injuries,
Compensation Commission for Cccupational Diseases and the Occupational Diseases in
Mines end Works Act.

155. Hefinement of the provider payment mechanisms sirategies and implemantation of
interim mechanizms to move from the current reimbursement sysiem lo the proposed

perlormance-based payment system under the National Health Insurance;

156. Development of a delailed transition process from the current fragmemted health
information system 1o an integrated heafth information system that suppors efficiency,
eflecliveness, information porlability, confidentielity and enhanced proactiva decision
making and system planning.
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157. Raview of exdsting legislative and regulatory laws to inform the preparation of the BillfAct
that will create an enabling emvironment for the implementation of the National Health
Insurance in South Africa. Funhemere, passing of an enabling legislation to establish the
MNational Health Insurance Fund will be underaken. The fund will be eslablished initially as
a national office and |ater to sub-national offices at provinces.

158. A National Health Insurance Conditional Grant will be allocated to the National
Cepariment of Health as parl of the resource aliccation processes intended to support
aclivities direcled at piloting key aspecl of the National Health Insurance. These resources
will be used fo fund the shadow processes for implementing and rolling out of the key
sarvice delivery, administrative and technical functions required by the Mational Health

Insurance in the initial years.

159. A summary of some of the key elements that will be addressed through the phased

implementalion are shown in following tables:
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Table 1: Phasing-In of National Health Insurance — The First 5 years

—

Koy faalures

Tima-frames

1. NHI White Paper and Leqisiative Process
s Release of White Paper for Public Consultation
» Launch of Final NHI Palicy Document

10 August 2011
December 2011

= Commencement of NHI Legislative process January 2012
2. Managemsent raforms and Daglgnation of Hospltals

» Publication of Regulations on Designation of Hospitals August 2011

» Policy an the management of hospitals Augusi 2011

»  Advertisament and appointment of heallh facility managers October 2011
3. Haspltal Reimbursement reform | April 2011

» Regulations published for comment on Hespita! Revenve Retention
*  Devetopment of a Coding Scheme

January 2012

4. Establishment Office of Health Standarda Compliance {OHSC)
» Parligmentary process on the OHSC Bill
+ Appointment of staff {10 inspeclors appointed)

August 2011
January 2012

5. Public Health Facilty Audit, Quality Improvemant and Certification
Audit of all public health facilities
« 21 % already audited (876 facitities)
»  64% compleled (2927 facilities)
v 94% completed (3962 facilities)
»  Selection of taams to support the development and support of quality
improvement plans and health systems perlomance
Initiate inspeclions by OHSC in audited and improved facilities
iritiation of certification of public health facilties

End Juby 2041
by end of
December 2011
by end March
2z

Qciobear 2011
February 2012
March 2012

6. Appointment of District Clinlcal Specialists* Support
» ldentfication of posls and adwverts
* Appointment of spedialisls
« Comract with academic institutions on a rotational scheme

« Training of firsi 5000 PHC Ageni=
» Appointment of first 5000 PHC Agents
= Appoinment of PHC teams

8. Schoof - based PHC servicea
= Establish dala base of school health nurses incfuding retired nurses
+ {dentification of tha first Ouimila 1 and or Oumntile 2 schools
* Appointment of school-based teans led by a nursa

Auqust 2011
December 2011
February 2012

Cecember 2011
March 2012
April 2012

August 2071
Cichobar 2031
MNovember 2011

9, Public Hoapital IMrastructure and Equipment

« Reafurbishment and equipplag of 122 nursing colleges
Firat 72 nursing colleges by end of financial year 2011-2012

March 2012
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s Bullding of 6 Flegship hospitals and medical facuMies through PPP's
» King Edward V1|l Academic {KZN}

Dr George Mukhari Academic {Gauleng)

Melson Mandela Academic (E. Cape}

Chris Hani Baragwanath Academic (Gauteng}

Polokwanz Academic (Limpopo)

Melsprutt Tertiary (Mpumalanga)

* 8 1 5 =

¢+  Refurbishment of public sector facilities
t0.Human Rescurces for Health (HR}

* Launch of HR Strategy

# 5Short to medium term increase in supply of medical doctors and speciaiist
« Increase in production of nurses
L
[ ]

Increase in production of pharmacists

Commance 2012

Ongoing

September 2011
2012 - 2014
2012 —-2014
2012 —-2014
2012 -2014

» Establishment of 2 National Health Information Reposiory and Data

Warehousing (NHIRD)
»  Provingial and District roll-out of the NHIRD

=  Appointment o information Officers and Dala Capturers

12.Build capacity to manage NH1 through the strengthening of Districl

July 2011
MHovember 2011
November 2011

Health Auwthority April 2H2
« Creation of NHI district management and governance siructures
» Selection of Pilod Sites {First 10 districts)
= Development and test the service package to be offered under NHI in
pilot sites
- s Extension of Pilots from 10 districis to 20 districts June 2013
13.NHI Conditlonal Grant to suppert plioting of initial work in 0 districts
« Piloting of tha service packape in selected health diskicts April 2012
»  Piloting fund admirigtration
14.Casting mode!
+ PRelinement of the costing moded 2012
+ PRevised estimates 2013
15.Population registration
+ Parnership between Departments of Science and Technology, Health and Commences
Home Affairs on: April 2012
» Population dentification
=  Populalion registraiion mechanisms
16. ICT
. Scoping exercise with Dapariment of Science and Technology and Aprll 2012
CSIR
" Design of ICT architectural requirements far MH! .
17.Establishment of NHI Fund
«  Appoirmment of CEQ and Staff 2014
« Establishment of governance structures
» Eslablishment of adminisirative syslems
18.Accreditatlon and contracling of privata providers by NHI Fund
» Establishment of oriteria for accreditation 2013
« Accredilation of first growp of privale providers 2014
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Table 3: Phasing-In of Nationa$ Health Insurance — Second Phase (2016-2020})

Ky features

1. MHi Azt

2. Buld capacity to manage HH1

3. NHIConditional Grant{tosupporl
creation of Fund and plloting of (nltkal
work)

4, Fetabliwhment of NHf Fund

5. Alignment of Funda: NHI, RAF+COID +
ODIMWA +CCOD

6. Famlly Health Teams

7. Accraditation and conacting ofGeneral
Fractitionars and nelworks

8. PubllcHospifals Qiand accreditation

8. Public hospital infrastructure

10. Private Hospiials accredilaton
1. Managament refoms

12, Health Workfore

13. OMice for StandamsCompliance
14, Hospital Reimbursamerd reform
15, Flé:puiatian mgistrelion

16. NHiCard
17. Popolation-based capitatlon payments

Further real-life damonstation and further contraciing Indoe pende providas

Proavincal hr_anmasﬂf Fund

NHI progressively takes over admin lprHealth functions

T ooo
3000

Qiand Accreditation

.,‘I

Conlragting model

Filot aaleced
Fricrity areaa -

\I'
Incraasep odudion
Certlfication and ikcensing
Implemantation of Coding Schema and DRGa
Pcpulatiﬁn regis..tratbn

Simpme
Capitation o all PHC providers
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11.

12.

13.

14

158.

16,
17.

Table 3: Phasing-In of National Health insurance — Third Phase (2021-2025)

Koy foaturom

N HI1 Act

Bulld capacdy 1o manaps NHI

NHI Conditlonal Grant (to suppor crealicn of Fund and
pikcting of initlal waork}

Emakilshment of NHI Fund

Alignment of Fundsa: NHI, RAF + CQID + ODIMWA +~ CCOD

Famlly Haaith Toama

Accreditation and contracting of Oenoral Practltlonears and
netw crice

Puilic Hosphalx Ol and accreditatian

Public hospitat infrastructure

Privam Hospilals accreditetton
Management reforms

Health Workforce

Cffice for Brandards Compllance
Hoepital Reimburssment relfermn
Population roglelration

NHL Coard
Fopulmion-based capltation payments

Maturing

10 o0
G 00
Q! and Acoreditetlon

!

Soected accrediiion and contracton

i)
frerease produclicoon

Ceftificationr and licenging

Pooulstion  reglsiraen

FLarther it proveon ents
Caplation io all PHE providers
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21. PILOTING OF NATIONAL HEALTH INSURANCE

160. The first slaps towards implamentation of National Health Insurance in 2012 will be
through pilating. 10 districts will be selected for piloting. The NDOH is conducting audits of
all healthcare facilties and criteria of choosing these 10 districls will be based on the
results of the audits as well as the demographic profiles and key health indicators. In the
salection of the 10 districts consideration will be given to a combination of factors such as
health profites, demographics, health defivery perdormance, management of health
inslitlions, income levels and social delerminants of healfth and complianca with quality
slandards.

161, AHer the initial 10 districts, addiiional districts will be determined on an annual basis for
inclusion in the roll out. There are certain conditions that should be complied with for a
district to be included as parl of the pilots such as tha re-engineered PHCG streams, basic
infrastructure, compliance with standards, appropriata management levels.

162. Tha first 5 years of National Heafth Insurance will include piloting and strengthening the
health system in the following areas:

«  Management of health facilities and healih districts

«  Quality improvement

. Infrastructure development

s  Medical devices including equipment

. Human Resources planning, development and management
. Irdormation managemenl and systems support

. Establishment of the National Health Insurance Fund
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GLOSSARY OF KEY TERMS

AccredHation of Health Services Providers — The process through which an entity
undertakes to cerify healthcare and health sernvices providers according to appropriate and
specific criteria in order for them to be contracted and reimbursed for rendering services to a
defined population.

Case Mix Reimbursemerl — This is a provider payment mechanism that uses case-based
payment systems such as diagnostic-related groups {DRGs). The approach used is to bundle
different pathologies or interventions into homogenous cost groups that are then ascribed an
average treatment cost. It is commonly applied in the reimbursement of hospitais as an
intervention to control costs and encourage efliciency in many countries, nat just high-income
seftings.

Contracting of Health Services Providers — The process through which an entity enters into
formel and legally binding arrangements wilh appropriately licensed and accredited healthcare
and health services providers for rendering services to a defined population. The contractual
arrangemenls may stipulate the rates for reimbursemen of providers, the penalties and
sanctions that may be imposed if specific provisions of the contract/s are vickated.

Co-payments — These are user charges or fees levied for consullations with health
professionels, medical or investigative procedures, medicines and other supplies, and for
laboratory tests. They include charges levied by private health insurance companies to insured
persons which must be paid directly through ocut-of-pocket payments to providers at the time
they use health services because these casts are not covered by their specific benefit option.

Fee-far-Service Reimbursement — Fee-for-Service reimbursement is an approach to the
payment of healthcare and health services providers based on the number of intarventions
condugted andfor the number of treatmend episodes between a patient and a provider. This type
of reimbursermen mechanism has been shown to be responsible for cost escalation and patisnt
over-sendicing in many contexts.

Financial Risk Protection — The provision of adequate financial protection to alt households
from catastrophic heallh-related expenditures. This will ensure that they do not suffer financial
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hardship and/or are not deterred from using needed health sarvices. This involves minimising or
gliminating the barriers that bousehoids face when accessing health services, such as the
requirement to pay for needed care on the spot.

Health Benefits — This refers to the scope of health entitlements that are offered as part of the
package of health services that everyone in a particular population is ertitied to. in universal
coverage health systems, these usually involve a mix of health promation, prevention, curative
and rehabilitation care. In some instances, this is referred to as the package/s of care.

Heailth Quality Assurance — This refers to mechanisms that are put in place by a relevant
institution or a combination of institutions (0 monitor and evaluate the compliance of healthcare
and health senvices providers to stipulated guality norms and standards. Within the South
African health systern this will b2 done by the proposed Ciice of Health Standards Compliance.

Health Quality Improvement — This refers to systems, processes and interventions that are
implemented across all levels of the health system to progressively and sustainably enhance
the quaiity of healthcare senvices that are rendered to the national population.

Health System — The combination of organisations, institutions and individuals that are diraclly
and indirectly involved in the provision and delivery of health services to the national population.
This includes public, private (for-profit, not-for-profit) as well as non-government arganisations.

Mandatory Contribullon — This is 2 compulsory amount of money that an individual or
household is expocted to make towards the financing of the health system. The mandatory
contribulion amount is usually expressed as a proporlion of a household's or individual’s income
or earnings and is collected by a delined government agency as dedicated revenue allocated
imo the pooled pot of funds,

National Health Insurance - An approach to health system financing that is struclured to
ensure universal access to a defined, comprehensive package of health services for all citizens,
irrespective of thair social, economic and/or any other consideration that affects their status.

Pooling of Funds — A process of collecting and combining mobilised financial resources so as
to spread the health-ralated financial risks across a wider pool. [t involves the accumulation and
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management of financial resources to ensure that the financial risk of having to pay for heaith
care is shared by all members of the pool. In unfversal health systems, risk-pooling or pooling of
funds is occurs where payments for healthcare are made in advance of an iliness, these
payments are pooled in some way and used o fund health services for everyone who is
covered — treatment and rehabilitation for the sick and disabled, and prevention and promotion
for everyone. The pooled funds can be either from direct tax revenues or a combination of some
sorl i.e. direct tax allocations supplemsnted by mandatory, payroll-related contributions.

Population Coverage — This refers to the proportion of the national population that has access
to effective universal coverage and financial risk protection. The higher this proportion is, the
better the levet of financial risk protection and access io needed health services a given
popudation or sub-population group has.

Primary Health Care - The provision of health promotion, prevenlive, curative and
rehabilitative care as close to the household and communily as is possibie. This approach to
health services provision and delivery is based on the recognition that the prometion and
protection of health 5 essential 1o human webtare and sustained economic and social
development. Therelore, health care and health services are rendered in 2 manner that
imegraily takes into account the circumstances in which people live, wark and inleract.

Purchasing — This refers to the systemns and processes that government puts imo place o
creale mechanisms for paying for health services that are deliverad to the population.
Purchasing inciudes appropriate institulions and organisations making decisions sbeul what
services should be provided {o a given population arnd how these services should be funded.

Revenue Collection — This refers to the manner in which financial resources are mobilised or
reised to pay for heaith system costs. Financial resources can he colfected through general or
specific taxation; compulscry or voiuntary health inswance coptribulions; co-payments such as
user feas; and donations from bilateral and muiltilateral institutions.

Risk-adjuated Capitation — This is a provider payment mechanism whereby healthcare
providers are paid a predetermined fee to cover ail the heelth needs of each person registered
with them. The fee paid is usually adjusled to take into account of the patient profiles of each
provider. The commeon edjusiers include patienl gender, age end epidemiclogice! profile. This
mechanism is commonly used to pay primary care providers of facilities for their services.
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Soclal Solldarity - refers to building financia! risk pratection for the whole population through
equitable and suslained health financing mechanisms that ensure sufficient cross-subsidisation
between the sich and the poor, and the healthy and sick. |t is linked to the concept of social
justice which plis a limit to how much inequality is acceptable. Such a system allows for the
spreading of health costs over a person’s lifecycle: paying contributions when one is young and
healthy and drawing on them in the event of illness later in life.

Univerzal Covemage — The progressive development of the health systemn, including its
financing mechanisms, into one that ensures that everyone has eccess to quality, needed
health services and where everyong is accorded protection from financial hardships Enked to
accessing these health services. This does not imply that the State must provide everything and
anything to the population. Instead, it implies that everyone must be given an equitable and
timely opportunity to access needed heaslth services, which musl include an appropriate mix of
prometion, prevention, curative and rehabilitation care. The World Health Crganisation defines a
universal health system as one that provides alf citizens with adequate health care at an
affordable cosl.

55





