[image: image1.png]




The Minister of Health

Dr. M. Tshabalala-Msimang (MP)

Private Bag X828

Pretoria

0001

12th August 2005

Dear Minister

RE: COMMENTS ON DRAFT HEALTHCARE CHARTER

The BHF has taken note of the contents of your letter dated 5 August 2005, addressed to Stakeholders in the Healthcare Charter Process, and we are grateful to the Minister for the opportunity to provide input into the process. We would respectfully request that the Minister notes BHF has a membership of almost one hundred and fifty medical schemes, and it has simply not been possible to adequately canvas the views of all Boards of Trustees of our member schemes in order to meet the deadline of 15 August 2005.
The comments and input that follow should please be read in the context of the foregoing.




Strengths and/or areas of support
As outlined in our submission in September of last year, BHF endorses and supports the approach taken by the Minister, i.e. focus on the four pillars of equity, access, quality and broad-based black economic empowerment, and thus enthusiastically endorses the opening declaration of the Healthcare Charter.

As far as equity, access, and quality are concerned, there is overwhelming evidence that the resources available are not being used efficiently to ensure that all citizens are able to benefit fairly from the available health care resources.

In order to promote greater access, issues of affordability and efficiency need to be addressed. Current practices will not achieve desired goals. However, in promoting greater access and equity, quality of health care must not be compromised.

The BHF strongly supports the development of an appropriate basic benefit package to ensure that equity exists in terms of healthcare between the sectors. This will ensure that people accessing care in both sector sectors is not prejudiced in any way.

Weaknesses and/or areas of uncertainty
The gap between the Public and Private Sectors
The discussion on the divide between the public and private sectors needs to be deepened. The analysis presented in the draft charter is superficial as the two sectors, public and private differ fundamentally in financing and provision. The comparison between the two sectors needs to acknowledge that the private sector is voluntary, whilst the public sector is largely involuntary in nature. Hence there needs to be an adequate measure of performance within each sector. It is acknowledged by BHF that issues around affordability need to be addressed and that there needs to be better and more appropriate use of resources.
The impact of non-healthcare expenditure on the cost structures of Medical Schemes and the lack of growth in Medical Scheme membership.
The impact of non-healthcare expenditure and its role in the lack of growth in medical scheme membership needs further research and debate. If one looks back at growth in medical scheme membership it is clear that  membership began to stagnate before recent increases in non-healthcare expenditure. Current evidence is that the spiral in non-healthcare expenditure has largely peaked. There is a good regulatory framework to ensure that fairness and equity between members prevails. Whilst it is acknowledged that non-healthcare expenditure is a contributing factor, it is quite clear that issues around affordability also play a major role. Hence, a comprehensive study of the drivers of cost and lack of growth needs to be undertaken.

· The recent trend has been to close the gap between contribution increases and inflation measures such as CPI,. however some regulatory pressures have also contributed to non-healthcare expenditure.

· Most schemes have achieved the regulated solvency levels; hence, there will be less pressure on contributions from this source.

The negative impact of some new legislation and regulatory changes on growth of Medical Schemes.
The issue of regulatory impediments in the lack of growth need to be researched and debated. In the process of developing products that would encourage voluntary take-up of membership to low-income families, it has been recognised that the provision of the Prescribed Minimum Benefit package might be an impediment, hence work on low income medical schemes is investigating these issues. Further, the current delivery models are inappropriate. A review of some of these regulatory frameworks could enhance access.

Reforming the financing framework for private healthcare is critical. Here we are referring to the Medical Schemes Act, which promotes open enrolment, community rating and the provision of a PMB basket. These are all principles that BHF subscribes to, however, the issue relates to incompleteness in financing reforms. Here we specifically make reference to the implementation of the Risk Equalisation Fund, mandatory membership and SHI. Central are issues around affordability and efficiency. Collectively, we believe will ensure greater access. 

Broad Based Black Economic Empowerment


1. Ownership
In terms of the Medical Schemes Act (Act 131/98) Medical Schemes are not for profit entities mutual societies  with no shareholders and are effectively “owned” by the collective membership.
Changing demographic profiles of membership is difficult. Currently, scheme membership stands at more than 40% black. In order to increase this requires effectively bringing in more low-income earners into the market. Hence there needs to be better alignment with other processes. We would welcome greater dialogue on how these processes can be better aligned.
It would seem that special provision will need to be made in the Charter for the unique “ownership” profile of Medical Schemes.
2. Procurement

Medical schemes basically procure two types of services, healthcare and non-healthcare. Whilst, the area of non-health care services can be easily addressed, it only represents a small proportion of expenditure. Further, membership distribution is quite diverse, hence, healthcare services can only be procured where members are located and professional services are practiced. There needs to be a discussion on how this would apply to medical schemes, to ensure that our membership adequately complies.

3. Human Resources

Schemes (as opposed to Administrators) are generally not big employers of personnel. Hence, complying with targets will be problematic. Further, boards of trustees who effectively run medical schemes are 50% elected and 50% nominated. This is entrenched in the Medical Schemes Act. Special provision will have to be made in the Charter following appropriate engagement on this issue.
4. Corporate Social Investment.

The manner in which Medical Schemes may invest or utilise members funds is specifically prescribed in the Medical Schemes Act. As Medical Schemes are not for profit entities, and because of the stringent requirements of the Medical Schemes Act, it would seem that Medical Schemes would have to be exempted from these provisions of the Charter.
5. Investment in Healthcare.
On a final note, there is a concern that investment in healthcare is not occurring in a constructive manner. For example, medical scheme reserves could possibly be channelled back into investing directly in healthcare, thereby ensuring greater sustainability of the sector. This is an area where the overall scorecard might want to create a mechanism for “bonus points” and investment in health could count towards bonus points.

It must be noted that BHF is a founding member of the Private Health Forum, and as such, our detailed comments on the charter can be found within the PHF submission. We have highlighted in this submission only our key issues and concerns.
We also attach hereto a schedule of relevant extracts from feedback that has been received from two of our member schemes that we believe is of a nature that deserves attention.
In conclusion, we would like to once again thank the Minister for the opportunity to comment on the charter, stressing that we have not had adequate time to consult and obtain mandates from our membership as yet. We have a set schedule of Regional Meetings with our membership and unfortunately this fell outside of the comment period. We will be consulting membership between the 24th and 26th of August 2005 and if amenable to yourself would then submit further comments. However, in our endeavour to meet your request that we try to comply with the deadline, we have complied this submission.


We believe that we have been constructive in our submission and look forward to further engagement. Should there be any areas that you require further clarification, please do not hesitate to contact the BHF.

Thanking you,

Yours sincerely,
Mr. M Mxenge

Chairperson

BHF
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