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Note

This presentation represents my personal views



Shisana document

* No public discussion document or proper debate to
date

 Documents have been produced, but not subjected to
external peer review or proper public debate

* Hard to really work out what is proposed as the
document is poorly drafted and often contradictory

No options assessment is presented — a single
solution is identified as if its desirability is self-evident



Proposal

Establish a national public entity NHIA
Transfer the authority of the DoH to the NHIA

Fund public health system using an insurance
modality

Increase budget by R100 billion using an
earmarked tax (around 9% of general household
expenditure)

Fund both public and private providers

Make GPs the front-end service provider and
fund on a capitation basis



Continued... some recent proposals

 Medical scheme members pay 85% of
contributions irrespective of option

* Non-medical scheme members pay 5% of their
iIncome

 Whatever is covered as a benefit by the NHI
cannot be insured by a medical scheme

* Schemes will only be able to cover benefits
not covered by the NHI (e.g. if cancer is
covered, schemes cannot cover cancer)



Continued...

All doctors will have to move into accredited group
practices

Primary care services funded on a “capitation” basis
Everybody in SA must register

Accepted that SA doctors may leave the country —
therefore will import doctors from Cuba and the
Philippines

Favour big bang approach — Parliamentarians being
advised that NHI can be implemented in 12 months

Legislation drafted by private interests



Establish a National Health Insurance
Authority

* Governance framework to include Minister of
Health, Parliament, and the executive team assisted by
advisory committees of stakeholders and experts (i.e.
no difference from the governance model of the
National DoH)

* Minister appoints CEO

 There will also be provincial offices of the Authority
(governance model ? replace provinces ?? — or
provinces only become providers of some services?)

Appears to propose that health become a national
function ... this would require a Constitutional
Amendment



Functions

e Obtain funds from mandatory contribution and
general taxes

* Determine the overall budget for health care in

the country. This must include the setting of the
evel of the mandatory contributions or levy in
line with accepted tax and national health
nolicies

Appears to suggest that the authority will
determine revenue autonomously (so long as it
is in line with policies)



Contract Management

To perform the strategic purchasing function
of health services directly from the providers

The Authority will negotiate and enter into
contracts with health care institutions

Contractual arrangements on purchasing will
be according to a National Framework
Agreement (NFA) (by authorization)

Provincial offices will purchase services
according to the NFA



Provincial Health Insurance Authority
Functions

 |nter alia
— Consult and co-ordinate on implementation
— Register members and update within communities
— Issue ID cards to all eligible persons

— Process claims of providers, within a period not exceeding 60
days (fee-for-service?)

— Pay fees for claims review and processing

— Establish referral systems

— Establish mechanisms to share public and private services
— Serve as first level for appeals

Provinces would essentially operate as medical
schemes



District Health Insurance Authority
Functions

Ensure registration of population

Ensure population registers with accredited PHC
facilities and providers

Update population lists
Issue ID cards
Establish referral systems

Does not appear to propose that Districts
contract, but this is presumed in later sections of
the document



Revenue Collection

Proposes a “progressive” earmarked tax in the form of
a “payroll levy”

No-one may opt out and will be shared between
employers and employees

Contribution to be determined after a costing exercise
of the health service benefit package

Proposes to set levy initially at a relatively low level

Mandatory tax can be “gradually” increased to “more
closely approximate the level of contributions currently
paid by medical scheme membeérs

Informal sector would be exempted
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longer have to go into the National Revenue Func
that is managed by National Treasury.
Instead, allocations will go straight into the NHI
fund via the National Treasury. All earmarked
revenues collected by SARS as a mandatory
contribution will be earmarked and allocated
straight into the NHI fund. Additional provisions
to these allocations will have to be made to
ensure that sufficient resources are available for
Infrastructure development and maintenante

This makes little sense where the allocations are
based on tax revenue



Budget allocations from General
Revenue

Should increase significantly, despite the
earmarked tax

Tax deductibility of medical schemes will be
removed

Resources transferred to provincial and district
authorities for contracting
— “A proposal for the allocation of resources from the
NHI fund to individual purchasing organizations
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being developet

Remove equitable share allocation



Provider payment

To “PHC providers” - risk adjusted capitation based on the number of people
registered with each provider

“At least for the forseeable future, public sector PHC prowders should continue to be
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provider could initially be given a budget linked to capitation rates (total population

In the area less those registered with the private provider and apply the capitation

rate).

Proposes to use sessional doctors where insufficient salaried doctors can be attracted
(does not say how determined)

How will sessional doctors be managed on a vast scale?
How will fraud be managed?
How will quality be managed?

How will salaried and sessional income stack up against “capitation” income? Surely
doctors will gravitate to the best remunerated arrangement — by
implication, therefore, to avoid this all must be remunerated at the same level.



Benefit Package

Document provides incomplete lists of conditions and some
treatments subject to criteria — resembles aspects of the Medical
Schemes PMB lists (the lists are technically nonsensical)

Appears to suggest that a benefit will be described in a manner
similar to a medical scheme option (i.e. this is a shift to a “demand-
driven” public health system) (will be near impossible to ration)

Proposes a doctor-based gate-keeper model, which is not
affordable or cost-efficient for South Africa

Implies that each facility must know the condition before
providing treatment, as the list is only a subset of all known
conditions

This is a radical departure from the existing “supply-driven”
system and will lead to incoherent rationing when funds
cannot meet demand



Universality — why an SHI modality?

 No adequate rationale is provided for the proposed
institutional changes, which are radical and (due to
feasibility constraints) are unlikely to achieve any of the
objectives of a public health system

 Many public health systems are able to achieve
significant improvements in public health objectives
without introducing a purchaser provider split — which
is certainly beyond the reasonable capacity of this
government for the forseeable future

There is no need for universality to be based on a SHI
modality — furthermore, such modalities evolve
typically through regulated private systems and not
public systems



International experience shows ...
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Cart before horse...

* Proposal spends a large amount of time on
describing an institution, rather than practically
demonstrating how it solves the main health
system problems

Assumption is that you just need to create this
institution and everything will somehow fall into

place naturally

The relationship between the solution and the
problems of the health system are never
identified



There is no valid governance
proposal...

 The proposed authority has a governance
structure that is no different to any national
government department (despite inconsistently
referring to a need to comply with King | and II)

* It adds no new governance innovations used
internationally (e.g. independent
oversight, social partner involvement)

Why establish a public entity that will function
with the same accountability framework as
general government?



The problem is clearly not about how much, but

rather, how well the public funds are spent...
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Where are the greatest gains in health status
achieved?

Universal systems that are able
to establish universal and

amalgamated social security

strategies

4,000 -

3,500 - Most gains in health outcomes occur with
@ ] government health expenditure at levels below
3 3,000
3 USS 500 per capita
S 2,500 -
©
a 2,000 -
o
% 1,500 -
>

1,000 -

0 <4 “ m "
3

N 55 65 /7_5/85

Systems which split their Life Expectancy at Birth
public health and social
security strategies




Why do the splits?

* Introduction of a purchaser provider split into the
public system is both unnecessary and extremely risky
— Requires strong contracting capacity — which does not exist

anywhere in the public health system and is unlikely to be
achieved

— Requires ability to price contracts while staying within
budget

— Sets up a massive contingent liability which the tax payer
will have to underwrite (rationing becomes very complex)

— Will raise unit costs of the existing public sector
dramatically without and before any service improvements

— Requires Constitutional change which is unnecessary and
almost certainly will not be obtained




Show me the money!

* Proposes massive implied funding increases
without any rationale in relation to the country’s

needs

* Proposes a progressive and unnecessary
earmarked tax, which will be extremely difficult
to collect, and will increase the costs of labour (as
there will be no substitution of medical scheme
contributions) — without any certainty that
genuine health needs will be addressed



Then throw it all away...

* The proposal is to incorporate private providers without
assessing the impact on public providers or on existing and
overall unit costs

e Cost containment appears predicated on establishing a
complex capitation and population registration
system, coupled with some form of undefined centralized
contracting framework

The proposal, far from reducing costs, is more likely to
increase them significantly — particularly within the public
sector. If costs rise faster than the budget, new money
entering the health system is effectively squandered

The central question is what will this form of
arrangement, even if possible, do to public sector unit costs
rather than private sector costs



Pre-requisites for success involve an

accumulation of risk

* Following must work perfectly

Governance structure must eliminate corruption

Authority must have the capacity to perform contracting and to negotiate
prices

Funds must equal demand without crippling the national economy

Costs must be contained through
* Contracting
* Capitation system
* Arationed package which is not so rationed as to be valueless

Supply constraints must be eliminated

Population must be registered with registry maintained (must be fraud proof)
ID card system is required (from the beginning!)

Private services must be willing to contract

Accreditation system must operate

Provincial and district authorities must be able to manage with a contracting
model while still providing public health services

Public sector staff must not migrate into the private contracted arrangements
Etc etc..



Overall Conclusion

The conceptual framework , and in particular the institutional
approach, is substantially flawed and totally divorced from the
domestic context

The funding risks are unsustainable (the proposal in no way deals
with the contingent liabilities created for government)

The model is predicated on a big-bang approach and is not scalable

The proposals cannot guarantee improved health outcomes — even
where vast increases in expenditure are implicitly proposed

A number of proposals form part of normal reforms unrelated to
the establishment of a NHI Authority

— Reform of the financing model

— Decentralisation to improve operational efficiencies

— Explicit strategy to manage human resources

— Improve funding of public hospitals

— Quality assurance



END



