IMPORTANT NOTE

This report extracts information on Social Health Insurance from a much larger report
entitled The Dynamics of Policy Change: Health Care Financing in South Africa, 19941999 (Gilson et al. 1999). The original report examined all aspects of health care
financing policy. In so doing it was able to draw out lessons common to different
financing policies and identify linkages between different types of financing policy. In
focusing on Social Health Insurance alone, this report runs the danger of losing these
advantages. To avoid this a conscious attempt has been made to incorporate the wider
lessons of the original report into the specific details on Social Health Insurance. A
briefer report has the advantages of being easier to read and absorb and, for those
tasked with working on Social Health Insurance in future, either in South Africa or
elsewhere, of concentrating the South African experience into an easy-to-reference text.
Nevertheless, readers are urged to consult the original report for more details on South
African financing reform in general as well as the methodology underlying the original
study.
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EXECUTIVE SUMMARY

BACKGROUND
This report extracts information on social health insurance from a much larger report
entitled The Dynamics of Policy Change: Health Care Financing in South Africa, 19941999 (Gilson et al. 1999). The original report examined all aspects of health care
financing policy, and was the product of a two-country project called Analysing the
process of health sector reform in South Africa and Zambia (also known as ‘The SAZA
Project’). The project sought to address two sets of broad research questions:
1. What are (or might be) the immediate and longer-term impacts of health
financing reforms?
2. What factors explain the nature of these impacts?
For the analysis of social health insurance, a policy that has not yet been implemented in
South Africa, only qualitative methods of evaluation were used. Information was drawn
from reviews of policy-relevant documentation, broader literature concerning social health
insurance and the context of South African policy development, newspaper analyses of
health issues and relevant parliamentary speeches. Detailed interviews were conducted
with key informants from both inside and outside government. The analysis of information
from these different sources involved a process of interpretation – and this was
undertaken with great care. A first step was to compare and contrast the information from
different sources in order to seek confirmation of views and opinions as well as to identify
different perspectives. In addition, a first draft report was sent out to review by a range of
key informants, and their feed-back was considered when finalising it. A rigorous process
is always important in analysing qualitative information. It was critical in this study
because both the institutions involved in it have themselves been involved, at some time
or another, in the process of policy development reviewed in this report.

What is social health insurance?
Social health insurance appears in many different shapes and sizes across the world.
For example, the membership eligible to join a social health insurance scheme can range
from a small group such as civil servants to the entire population. However, there are a
few key features that are common to all schemes, and which distinguish social health
insurance from other resource-mobilising policies such as taxation, charging user fees
and private insurance. These are:
•
•
•
•

It is mandated by government and requires regular, compulsory contributions;
Eligible members cannot opt out of a scheme or be excluded by the scheme;
Premiums are calculated according to the ability to pay (i.e. according to income);
and
Benefit packages are standardised.

Social health insurance can achieve a cross-subsidisation of the poor by the wealthy, and
of the sick by the healthy.
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THE EVOLUTION OF SOCIAL HEALTH INSURANCE IN SOUTH AFRICA
In South Africa, the concept of mandatory health insurance grew out of debates amongst
members of the progressive health movement opposing the apartheid health care system
in the late 1980s. As a mechanism for mobilising additional resources, it displaced the
notion of an entirely tax-funded National Health Service that had been popular in the mid1980s. National Health Insurance, as it was then dubbed, acknowledged the existence of
a strong private sector with the administrative expertise to run health insurance schemes
and the political strength to oppose reforms that suggested nationalisation of private
providers.
As Table A shows, National Health Insurance as a concept was itself replaced in the
mid-1990s by a new concept, that of Social Health Insurance (SHI). Whereas the former
concept envisaged benefits being made available to the entire population, the latter
restricted benefits to the families of contributors alone. This development was in
recognition of the relatively small size of the formally employed sector in South Africa,
this being the sector expected to pay premiums into the SHI fund. Thus it came to be
that the leading liberation movement, the African National Congress, adopted as part of
its platform in contesting the first democratic elections in 1994 a policy which allowed
“tiering” of health services in South Africa. Tax-funded public services would serve the
poorest of the poor, SHI-funded services would serve low- and middle-income workers
and their families, while the rich could continue to purchase additional services in the
private sector.
In 1997 the first SHI policy was formally adopted by the new government. The notion of
SHI was limited further to the provision of hospital cover only, and to membership only of
those workers (mainly low-income workers) unable or unwilling to purchase private
medical insurance (see Table A). Furthermore, it was foreseen that the SHI scheme
would be administered by a government agency, rather than by the administrators
currently in charge of private medical schemes. By mid-1999, the end of the new
government’s first term of office, this SHI policy had not been implemented, nor did it
appear that it would be implemented in the near future. Instead, it became subsumed in
larger debates concerning the development of a country-wide social welfare system.
Specific elements of the 1997 SHI proposal had also become subject to important
opposition from some key stakeholders in government.
Table A: The evolution of mandatory health insurance in South Africa

Contributors

National Health
Insurance
Before 1994
All employed people

Beneficiaries

The entire population

Cover
Providers

Comprehensive
Mainly public, but role
for the private sector
(especially GPs)
Potentially large role
for medical schemes
administrators

FEATURES

Administration
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Social Health
Insurance
1994-1996
Formally employed
only
Contributors and their
dependants
Hospital care only
Mainly public, but role
for the private sector

Social Health
Insurance in
1997
Only formally employed
not on medical schemes
Contributors and their
dependants
Hospital care only
Public hospitals

Potentially large role
for medical schemes
administrators

Government agency
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WHY WAS SHI NEVER IMPLEMENTED?

Given the long history of debate in South Africa around mandatory health insurance, and
its centrality to transforming the health care system in South Africa, what explains the fact
that no SHI policy was ever implemented? The report identifies a number of obstacles to
successful policy development. These are examined in detail in the body of the report
but are noted only briefly below:
Some of the most important, interested actors – namely the Department of Health, the
Department of Finance and the unions - failed to agree a set of objectives for SHI.
1. Whilst changes in SHI design over time reflected the particular concerns of some
actors and so gained their support, other actors blocked SHI development and
implementation because their concerns were not addressed by these changes.
2. SHI policy development was undermined by the failure to develop a clear strategy for
engaging actors with different interests and organisational positions in relation to the
Department of Health, in a way that established a pro-reform alliance that could
ensure policy development.
3. Analysts assisting government in developing SHI proposals failed to establish broad
agreement on policy objectives even with the policy-makers who had commissioned
them. There was a consequent lack of ownership of SHI proposals by health policymakers. As a result, the special committees that were set up to drive SHI policy
development became the site of disagreement between analysts and policy-makers
rather than fora for constructive policy dialogue.
4. The technocratic focus of SHI policy debates may have prevented the broader public
debate necessary to establish clear goals as a foundation for detailed policy
development.

SHOULD THE 1997 SHI PROPOSAL BE PURSUED?
One of the conclusions of this report is that the government’s 1997 SHI proposal is likely
to have the least impact on current inequities of all the options so far proposed in South
Africa. This is because it limits the opportunity for cross-subsidisation by reducing the
scheme membership to low-income workers unable to afford private medical insurance.
This shift away from the primary intention of the earlier debates – to design a mechanism
for cross-subsidy by the wealthy and healthy of the poor and ill – is underpinned partly by
an argument prevalent in the Department of Finance, namely, that South Africa’s tax
structure already burdens middle- and high-income earners unduly. However, this report
suggests that the progressivity of health care expenditure in South Africa may be
overstated given the number of cross-subsidies in the opposite direction, from the public
to the private sector. The report therefore argues for the clarification of acceptable
principles underpinning the design of any SHI proposal, through:
•
•

•
•

a comprehensive analysis of the extent of cross-subsidisation in health care
spending;
conceptual work around the motivations and objectives of cross-subsidisation in
health care spending within the context of South Africa’s past history and present
social objectives;
a systematic analysis of the degree of cross-subsidisation that would be generated
by different SHI design options; and
consideration of the acceptability of any option to key actors, particularly employers
and trade unions, groups which have been neglected in the past.
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Once a preferred option has been selected, a vast amount of technical work is required to
prepare the policy for implementation, including designing collection, reimbursement and
administrative systems. Two design characteristics of the 1997 South African proposals
are particularly important to review:
•

•

the separation of the SHI fund from the medical schemes environment – including
review of the risk-equalisation mechanisms that are necessary to make viable both a
state-run SHI fund and the rest of the medical schemes industry, as it is structured
under the newly implemented Medical Schemes Act; and
whether primary health care cover could be re-introduced into the SHI benefit
package in order both to promote allocative efficiency and political acceptability of the
scheme.

Some progress has been made in developing a national uniform hospital fee structure
and some provinces are beginning to implement some form of revenue retention.
However, other aspects of hospital fee policy reform vital to successful implementation of
SHI and still requiring attention include:
•

•

•

The development of a mechanism to collect more timeously and easily fees which
are presently charged to medical schemes for members using public hospitals but
which, due to a variety of factors (including late submission of invoices) are not
reimbursed to the hospitals;
The development of a nationally co-ordinated revenue retention policy which
provides incentives for fee collection at the hospital level, whilst also supporting the
equitable re-distribution of resources between geographic areas and levels of care;
and
Re-design of fee collection systems.

Assessing the existing and differing experiences of provinces in implementing change in
these areas will provide important inputs for further development of SHI design.

CAN THE PROCESS OF SHI POLICY DEVELOPMENT BE IMPROVED?
In its analysis of the past process of SHI policy development, along with the processes
surrounding other financing policies which reached implementation, the report generates
some suggestions for strengthening the process of SHI policy development in future.
A.

STRENGTHENING POLICY FORMULATION

Strengthening technical analysis
Senior health policy-makers exercised considerable personal influence over decision
making in South Africa between 1994 and 1999, in part because it was a time of rapid
transformation within the health and governance systems. At the same time, the
structures for channelling information and advice to these policy-makers on health
economics issues were quite weak. Perhaps as a result, health care financing policy
appeared to receive less attention than other aspects of health policy development
despite its importance to health system change. Aspects of priority setting and design
development for health care financing were also weak. This is a particular problem for
SHI as it is a complex and wide-ranging type of reform with many potential impacts.
Several strategies are available to remedy these problems.
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Strengthening mechanisms for supporting policy-makers: It is important to
review the existing mechanisms of providing technical support to health policymakers and to establish procedures that enable regular contact with technical
advisers. Opening up some policy issues for broader debate would be an
important step in bringing a wider range of views to bear on health care financing
policy development.
Strengthening health economics capacity within government: It is particularly
important to strengthen the Directorate of Health Financing and Economics by
improving its access to the highest level of government and promoting systematic
dialogue between it and key reform managers and policy makers at both national
and provincial levels. A more routine and speedy flow of ideas is important.
Working with non-government analysts: To make best use of the small, available
pool of health economists it would be useful to clarify research needs as well as
the objectives and nature of external analysts’ involvement on any issue.

Strengthening the strategic skills and awareness of technicians
As witnessed by the South African experience to date, it is vital for government
technicians, as well as non-government policy analysts, to recognise the importance of
strategy as a complement to technical analysis. Three key activities appear important as
South Africa enters a new phase of SHI policy development.
Actively addressing the values of policy elites: A striking feature of the 1994-99
experience of health financing reform in general is that political buy-in appears to
have been a necessary pre-condition for further policy development. Thus,
understanding the power, value bases and concerns of major actors in the health
sector is a first step in managing the process of SHI policy development. It
provides the basis for developing strategies that create alliances in support of
reforms and offset opposition. It also allows reforms to be designed in recognition
of actors’ interests.
Developing effective and appropriate strategies for engaging critical actors:
Once the power, value bases and concerns of different actors are well
understood, a variety of techniques are open to policy-makers for their
engagement. With respect to SHI, better communication and consultation with
the Department of Finance is important for future policy development and must
be rooted in better technical analysis by the Department of Health, working with
(if not always entirely within) national policy frameworks. In taking forward SHI
policy development it will be important to develop an explicit consultation and
negotiation strategy with employees and/or trade unions, as well as to try to
‘engage’ hostile private sector groups constructively.
Improving the communication of complex policy design: As inappropriate
presentation of technical inputs can impede reform, consideration of the
dominant values of key political actors will help analysts appropriately frame their
policy inputs. Complex reforms anyway need to be communicated clearly and
simply both to policy makers and the broader public. Thus, SHI debates need to
be opened for broader discussion by spelling out key objectives, broad policy
options and even detailed design options simply and clearly. Formulating
important issues in ways that can be understood widely need not necessarily
sacrifice technical detail.
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Building implementation concerns into design development
As in many countries, the report found that the development and design of health
financing policies in South Africa generally did not involve those tasked with their
implementation. For policies that were implemented, the consequences included poor
implementation practices and negative impacts. Involving representatives of mid-level
managers and providers as advisers in SHI policy formulation may be important in
strengthening the eventual implementation of future reform. In addition, SHI policy
development should take into account any potential opposition from implementers.
Lastly, ‘policy champions’ should be identified to enable the work of special policy
processes – such as special committees, working groups or task teams - to be fed
forward into implementation.

B.

STRENGTHENING IMPLEMENTATION PROCESSES

Working within a changing policy environment
As experience has shown, the structural change and institutional flux during the
government’s first term of office undermined the capacity both for policy development and
for policy implementation, weakening the impact of the financing reforms that were
implemented. This should be kept in mind when planning the implementation of SHI, an
effort that is likely to be complex and wide-ranging. In a changing structural environment
it is important to recognise the costs of ‘trying to do too much too quickly’, even whilst
accepting that problems demand urgent action. When institutions are being reformed and
new lines of management and roles and responsibilities are being developed, the
priorities for policy action need to respond to concrete and identifiable problems as well
as building political support for a broader reform agenda. In addition, the sequencing of
actions in order to maximise the positive impact of SHI is important. For example, it is
necessary that the implementation of SHI be preceded by improved hospital billing and
fee systems, revenue retention as part of enhanced decentralised hospital management,
and a mechanism for ensuring the equitable distribution of all resources available to
public sector services.
Enabling implementation through leadership
It is critical to improve central co-ordination and facilitation of implementation. Particularly
important is greater dialogue and consultation with those who implement policy. This will
require a clear specification of roles and responsibilities between the tiers of government,
and structures for co-ordinating action between managers at these levels. Strengthening
skills and systems for implementation is also important – and more gradual
implementation processes can enable such capacity development.

Securing better policies through monitoring and implementation
Well functioning monitoring and evaluation systems are essential for any health financing
reform, providing data that allow policies to be improved over time and so strengthening
their potential to meet their goals. Monitoring and evaluation is particularly important,
although difficult, in data-scarce environments such as South Africa. The absence of
monitoring and evaluation strategies, and limited use of available evaluation data, was
highlighted as a barrier to past implementation of health financing reform in South Africa.
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There is presently an opportunity to evaluate the 1998 Medical Schemes Act in the early
stages of its implementation, keep a watching eye over its equity and sustainability
impacts, and draw lessons for the design and implementation of SHI policy. Also, an
analysis of the impact of the new uniform fee structure on equity, net revenue generation
and the efficiency of billing systems could also feed into SHI development. Whatever
monitoring or evaluation is undertaken, it must allow assessment both of the progress
towards objectives achieved by any policy change and of the factors influencing the
progress achieved. Furthermore, a critical element of evaluation in support of equitypromoting policies in South Africa, and elsewhere, is to develop a better understanding of
the public’s views on reform. Such analysis can both inform understanding of the impact
of reforms as well as provide an important, and often over-looked, input into future policy
development.
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FORWARD

This report tells the story of how debates around a social health insurance policy
developed in South Africa from the late 1980s to the end of the first democratic
government’s initial term of office in May 1999. To appreciate this story, some
understanding of the nature of the democratic transformation in South Africa is required.
Immediately after the first democratic elections in 1994, the new government made
strong moves towards re-orienting service provision towards the needs of the population
and away from those of historically powerful interest groups, such as the urban wealthy.
A flurry of policy-making sought to interpret the terms of the new constitution, one of the
most liberal in the world, and give substance to the principles that had underpinned the
anti-apartheid struggle. In analysing the historical, political, administrative and economic
characteristics of change in South Africa in the 1994 to 1999 period, Gilson et al. (1999)
conclude that five features of the transition shaped the way policy-making evolved more
generally, as well as with respect to health financing reform.
First, the post-apartheid transformation required a complete re-conceptualisation and reorganisation of the state and its relationship with society. In particular, the unification of
previous apartheid administrations into a single bureaucracy, and the restructuring of
government into a quasi-federal arrangement with a central government and nine semiautonomous provincial governments, was an enormous and complex task. Changes
included such wide-ranging efforts as the amalgamation of eleven separate apartheid
administrations, the creation of new organisational structures, the placement of staff into
new posts, and the insitution of affirmative action measures.
Second, vast racial and socio-economic inequities created enormous pressure on the
new government to implement equity-oriented policies as speedily as possible, even
whilst it was undergoing structural change. As almost every aspect of life in South Africa
was in a state of transition and uncertainty, the opportunities to prioritise needs and plan
the implementation of new policies adequately were limited.
Third, the resources available to effect change were constrained both by previous
patterns of underdevelopment as well as new economic policies that sought to limit
government spending and keep taxation levels low. This constraint on financial resources
was accompanied by strictures on human resource redeployment and upward pressure
on salaries through central bargaining arrangements. These limitations on resource
mobilisation affected the opportunities for resource re-allocation between relatively rich
and relatively poor provinces, and between relatively resource-rich urban and resourcepoor rural sectors.
Fourth, the emergence of new patterns of intergovernmental relations and the special
place afforded the private sector through the negotiation process leading up to the 1994
elections, introduced a variety of important players into the process of policy formulation
for the post-apartheid South Africa which hitherto had been dominated by the liberation
movements. Some of these actors had a significant influence over policy development
and its impact.
Fifth, the new government catapulted inexperienced individuals from the liberation
movements into positions of power. There they were confronted with an outmoded,
inefficient and rule-bound bureaucracy subject to contradictory decentralising and
centralising processes. Their ability to effect change was thus constrained from the
outset.
ix
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These five factors posed challenges to the ability of the new government to implement
transformation in many sectors. In the health sector, an additional challenge was the
existence of a powerful yet fragmented private sector, responsible for the consumption of
almost two thirds of the national resources available for health care but covering only one
quarter of the population (McIntyre et al. 1995).
How then did the new health policy-makers and managers who came into office in 1994
respond to these challenges? Their first activity was the re-organisation of the
fragmented public health sector of apartheid into a unitary system. A new, streamlined
national Department of Health was reconfigured and entirely new Departments of Health
were set up in each of the nine provinces. In accordance with the constitution and the
evolution of inter-governmental relations in general, certain powers were devolved to the
provincial Departments of Health. In fact much of the operational decision-making in
health care delivery was decentralised to the provincial level, with the national
Department of Health retaining only the responsibility for national policy making and the
development of norms and standards by which to ensure equitable and affordable health
care provision across the provinces. The newly powerful provincial departments are now
responsible for ensuring that comprehensive health care services are provided
throughout the country.
The second primary task of the new health policy-makers and managers was the
development of a national health policy statement, and the strategic planning and
legislative processes necessary to translate its principles into practice. This statement
was published in 1997 as The White Paper for the Transformation of the Health System
in South Africa (Republic of South Africa 1997). It put forward a comprehensive vision
and strategic plan for the public health system, touching on all its aspects although
largely failing to deal with the private sector (see Table A). Envisaging a single, unifying
health system that co-ordinated the efforts of the public, for-profit private and the nongovernmental sectors in the interests of promoting equity, it emphasised the role of the
district health system as the key vehicle through which health care would be delivered in
accordance with the primary health care approach.
By 1999, however, the government had not passed through parliament the National
Health Bill which, building on the White Paper, will define the powers and functions of
national, provincial and district health authorities. Nonetheless, the new health officials
had sought to undertake a radical overhaul of the inequitable and inefficient health
system through a very wide programme of health policy change. Table B summarises
the diverse set of other actions implemented between 1994 and 1999. This programme of
change and its primary champion, the Minister of Health in the 1994-99 period, were both
lauded and criticised – but could certainly not be ignored. Policies that generated
particular controversy included the 1996 Termination of Pregnancy Act, legislation to
reduce the cost of drugs through parallel importing, community service for newly qualified
doctors and legislation to substantially control tobacco advertising. By way of contrast,
the establishment of a District Health System, a key policy of the new government,
progressed very slowly over its first term. One important reason was that the demarcation
of health districts occurred at the same time that new local authority boundaries were
being negotiated under the terms of the constitution.
In terms of health financing policy, two free care policies were implemented in the new
government’s first term of office. The first extended free health care to pregnant women
and children under six, and the second, free primary care to everyone. Further, budgetary
resources were re-allocated between geographic areas. This process also underwent two
phases. In the first phase a needs-based formula developed by the Department of Health
was used to determine provincial health department allocations. This approach was,
however, overtaken by the second phase. Since 1996 the Department of Finance has
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determined the total block grant allocated to each province, and provincial
administrations then allocate resources to each sector, including health. These policies,
despite a number of flaws in their design and implementation (see Gilson et al. 1999),
had some positive impacts. However, by 1999 Social Health Insurance, and related
hospital funding reforms, had not been implemented despite repeated and intense
debate. Also, the development of Social Health Insurance proposals also became
divorced at this time from the development of private insurance regulation proposals
although these had initially been seen as part of the same policy package. Thus, while
Social Health Insurance proposals have become bogged down in debate, new legislation
introduced in 1998 has re-regulated the private insurance industry. It remains unclear
whether the most recent of Social Health Insurance policy proposals, published in 1997,
has sufficient backing from key actors to be implemented effectively. The rest of this
report seeks to explain why.

Table A: Key elements of the new government’s main health policy statement
Element
Characteristics under
Characteristics of the new policy
the previous regime
Health policy racially divided; a focus
attends to the needs of all South Africans,
formulation
on diseases; hospital
especially the most vulnerable;
and urban bias
comprehensive PHC based; proposes a
Charter of Patients’ rights
Management
highly centralised;
Decentralised; participatory
bureaucratic
Organisation
fragmented and ethnicsingle national health department focusing
based; public and private on policy and setting of norms and
sectors acting
standards; nine provincial departments; a
independently
major shift to establish functional districts;
better co-ordination between the public and
private sectors within a single national health
system
Financing
racially divided and
equity driving consideration in budgetary
mechanisms
inequitable; private
allocation; aims at promoting efficiency
sector characterised by
unsustainable cost
escalation and perverse
incentives driving the
delivery side
Drug policy
irrational prescribing
essential drugs programme; greater use of
patterns; doctors
generics; transparent pricing with single exit
dispensing for profit;
price; no mark-up on drugs by professionals,
differential pricing
only a professional fee; aims overall to
between state and
reduce the cost of drugs
private sector
Human
ad hoc; racial;
Planned; facilitates entry of students from
resource
compartmentalised
disadvantaged backgrounds; promotes a
development
between professions;
multidisciplinary approach; community focus
institutional focus
Source: Ntsaluba 1998
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Table B: Health policy reforms 1994-99
Reform
Brief description
Programmatic changes
Immunisation
A national polio campaign was conducted in 1995, and Hepatitis B vaccine was
included in the range of vaccines provided by the public sector in the same year. A
national immunisation campaign was launched in 1996 and repeated in 1997,
focussing on polio and measles.
Nutrition
In 1994, a school-feeding programme was identified as a Presidential Lead Project
and implemented nation-wide. The Department of Health also launched an
Integrated Nutrition Strategy.
Reproductive health The constitution stipulates the right to access to reproductive health care.
care
Consequently, reproductive health services have been expanded and the termination
of pregnancy was legalised in 1996.
HIV/AIDS
A national AIDS review in 1996 found that, despite increasing budgetary allocations
for the control of HIV/AIDS, successes were limited. A new programme entitled
‘Beyond Awareness’, focusing on behavioural change, was launched in 1998.
Tuberculosis
A national tuberculosis review was conducted in 1996, following which the Direct
Observed Treatment Short Course (DOTS) was implemented, together with a new
monitoring system.
Legislation
Affordable,
A National Drug Policy was launched in 1996 that addressed, amongst other things,
accessible and safe the restructuring of the procurement and distribution system and the reduction of
drugs
drug costs. An Essential Drugs List (EDL) was also published. A further set of
reforms - the legalisation of parallel importing to allow the procurement of cheaper
drugs, and generic substitution – were stalled in their progress through parliament by
opposition from the private sector.
Termination of
The termination of pregnancy was legalised in 1996.
pregnancy
Statutory councils
The Acts governing the statutory councils that fall under the DOH have been
amended.
Tobacco control
New legislation around the advertisement of cigarettes was introduced in 1995.
Further limitations on the tobacco industry were introduced into parliament in
1998/9.
Other initiatives
Facilities audit
An audit of all hospital facilities was conducted in 1996 and found that a third of the
value of all hospitals would need to be replaced, at the cost of R8 billion over the
next 8 to 10 years.
Clinic-building
This was another Presidential Lead Project. Between October 1995 and mid-1998,
programme
400 clinics were built and 152 extended. Approximately 4750 new primary health
care posts were created in the first 1000 days (but not necessarily filled).
Health information Efforts to establish a National Health Information System were slow in being
systems
implemented.
Provinces are now establishing their own systems fairly
independently.
Community service
From July 1998, compulsory community service was introduced for all newly
for medical graduates qualified doctors.
Reforms in other A range of other projects under the RDP addressed health status in disadvantaged
sectors which have a communities, most important of which were the provision of safe water and the
health impact
electrification of houses in poor communities.
Source: Adapted from Ntsaluba 1998
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CHAPTER ONE

BACKGROUND AND METHODOLOGY

This chapter explains the origins of the report and the methodology of the
original study from which it is derived.

1.1
Origin of the report
This report extracts details on social health insurance from a much larger report entitled
“The dynamics of policy change: health care financing in South Africa, 1994-1999”
by Gilson et al. 1999. The original study sought to undertake in-depth analysis of the
factors facilitating or constraining the potential of specific financing reforms to achieve
1
change. As part of a two-country project which included Zambia, it hoped to contribute
to the limited body of literature evaluating financing reform in developing countries. It
sought to improve understanding of the process of developing and implementing such
reforms, and generate information which would support policy makers and planners in the
study countries and elsewhere.
The South African country study’s main period of focus was 1994-99, that is, the term of
the first democratic government of South Africa. Table 1.1 outlines both the health
financing reforms that were the focus of this evaluation and the parallel, institutional
reforms that were considered. A key strength of the original study was the linkages it
drew between different reforms. However, the original report is lengthy. Thus, this
version of the report is targeted at those readers who wish to derive more rapidly the
main lessons of the original study for application to social health insurance policy
development in South Africa and elsewhere. Readers who desire more detailed and
wide-ranging information on methodology, findings and recommendations are advised to
refer to the original report.

Table 1.1:

Reforms of focus of original South African study

TYPE OF REFORM
resoure mobilisation

SPECIFIC REFORM
Removal of user fees for publicly-provided care for pregnant and
nursing women and children under six, and removal of user fees for
primary care
Re-structuring of public hospital fees
Development of proposals for social health insurance

resource allocation
parallel, institutional
reforms

Development of inter-provincial resource re-allocation formulae
Creation of new provinces within a semi-federal state
Proposals to strengthen hospital management
Development of a district health system

1

The project was called “Analysing the process of health financing reform in South Africa and
Zambia” or “The SAZA Project”.
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1.2
Overall approach of the study
The framework developed to guide the overall study is summarised in Figure 1.1. The
framework proposes a linear process of policy change moving from agenda-setting
around a reform of focus, to reform design and then through implementation to the
achievement of immediate and longer-term changes. The framework’s primary focus,
however, is on detailed investigation at each step of what factors influence this
apparently linear process and so, ultimately, shape the nature and extent of change
achieved by the reform. Drawing on the policy analysis approach of Walt and Gilson
(1994), the framework suggests that the factors influencing each of the steps in the
reform process can be categorised into four broad groups:
1. factors of context (derived from Leichter 1979): situational factors i.e. the specific
conditions of a moment in history that impact on the policy changes of focus;
structural factors i.e. the relatively unchanging circumstances of the society and polity
such as the structure of the economy and the political system; cultural factors i.e. the
values and commitments of society as a whole and groups within it; and exogenous
factors i.e. the events and values outside any one country or system that influence it;
2. factors concerning actors: who they are as well as their interests, values and roles in
relation to the developing and implementing the reforms of focus;
3. factors of process: the way in which the policies of focus are identified, formulated
and implemented, including issues of consultation, timing and phasing;
4. factors of content: the nature and design of the specific reform of focus; and the
interaction between the financing reforms of focus and the interaction between these
reforms and parallel institutional changes.
Overall, therefore, the conceptual framework highlights two sets of broad research
questions:
3. what are (or might be) the immediate and longer-term impacts of the reform?
4. how do factors of context, actors, process and content influence impact
through the reform design and implementation process?
In answering the first question, the study is unusual in focusing on the notions of equity
and sustainability that have been subjected to less scrutiny internationally than, for
example, efficiency. Equity is both an important over-all policy goal of the new South
African government (see Chapter 2) and of its health financing reforms (see Gilson et al.
1999). It is a multi-faceted concept understood in this study to require consideration of
the distribution both of the benefits and burdens of health care, and of the procedures by
which those distributional decisions are made. The latter concern reflects a growing
emphasis on procedural justice within an understanding of equity as, for example, applied
to resource allocation debates (e.g. Gilson 1998a; Mooney 1996; Mooney 1998). Like
equity, ‘sustainability’ has various aspects, and includes consideration of financial
sustainability, combining the mobilisation of resources with improvements in allocative
and technical efficiency, the political acceptability of reforms and the organisational
capacity of the system to develop and implement reforms over time. Olsen (1998) has,
for example, suggested that a health service is sustainable when operated by an
organisational system with the long-term ability to mobilise and allocate sufficient and
appropriate resources (manpower, technology, information and finance) for activities that
meet individual or public health needs/demands.
In answering the second question, the study is unusual in its emphasis on process,
where the term covers the steps of policy change, their timing and the strategies used
within these steps to, for example, build legitimacy, consensus or capacity, as well as the
specific mechanisms or bodies established to take forward any of these steps. In
addition, it considers the linkages between different financing reforms, and between
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financing reforms and other health sector reforms, to ensure a comprehensive
understanding of reforms.

Figure 1.1: The study’s conceptual framework
CONTEXT, ACTORS AND PROCESS

ISSUE PLACED ON
POLICY AGENDA

REFORM DESIGN

REFORM
IMPLEMENTATION

ANALYSIS:
how and why was the
issue identified for
consideration?
who was involved?

ANALYSIS:
why designed as it is?
what possible changes
will result?

ANALYSIS:
how and why differ from
policy design?
how and why does
experience of
implementation influence
design?
what influence on possible
changes?

IMMEDIATE
CHANGES

OTHER REFORMS:
FINANCING
INSTITUTIONAL

ANALYSIS:
what change achieved?
why and how have these
changes been achieved?
what influence do other
reforms have reform of
focus and the changes
achieved?

LONGER TERM
CHANGES
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1.3
Methods
The study combined use of qualitative and quantitative methods of evaluation (see Table
1.2). Qualitative approaches were largely used in assessing the factors facilitating and
constraining the reforms of focus, and qualitative and quantitative methods were
combined in analysing the actual or, in the case of social health insurance (a policy not
yet implemented in South Africa), the potential impact of these reforms.
1.4
Analysis
In analysis the research team was inevitably required to interpret the information it had
collected. Such interpretation cannot be avoided in a study of this kind and a variety of
strategies were adopted to bring rigour and promote validity in the interpretative
judgements that were made. These strategies were iterative in nature and included:
• the involvement in the research team of both ‘insiders’ (researchers with detailed
knowledge of the policy processes) and ‘outsiders’ (researchers with previously
less involvement in the policy processes);
• developing and testing specific guidelines for review of all forms of documentation
(including media analysis) and for in-depth interviews, based on the study’s
conceptual framework and their initial application;
• two steps of triangulation in data analysis – firstly, triangulation of information
derived from a particular source of information (i.e. documents, interviews, media
reports); and secondly, triangulation across these different sources of data; and
• a careful and deliberate review process for the final draft report, allowing analyses
to be tested against the judgements and views of South African key informants
who have played a central role in relation to the reforms of focus and international
reviewers with broader experience.
1.5

Limitations

1.5.1 The focus of the study
Through analysis of the information collected in this study it became clear that the focus
on financing reforms gave the study a particular and, possibly, partial perspective on the
overall process of health policy change in South Africa in the 1994-99 period
1.5.2 Researchers as past participants in policy processes
Recognising the role of some research team members in past policy processes, specific
efforts were made to limit their potential influence over analysis and interpretation, as
already discussed. This report, thus, presents the interpretation and judgements of the
research team as a whole and not of specific members within it. However, there is some
remaining potential for research team members’ personal experiences to have coloured
their judgements.
1.5.3 Interviewee balance
Although efforts were made to ensure that those interviewed represented a balance of
different perspectives, a higher proportion of analysts from outside government were
interviewed than of government officials. This may have influenced the analysis
presented here, although this pool of analysts itself includes a diverse range of people –
working for academic, private, and non-governmental organisations. It also includes
some people who were explicitly brought into policy processes under the new
government, even if they were not directly employed by government.
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1.5.4 Interviewee access
The interviewee balance itself reflects some problems in accessing pre-identified
government and political interviewees. Most importantly, it proved impossible to arrange
interviews with either the Minister of Health of the period of focus, or her two Director
Generals in the national Department of Health during this time. To offset this gap at least
partially, efforts have been made to draw into the analysis publicly available interview
data or materials produced by these individuals.
Table 1.2:

Details of data collection methods

DATA SOURCE
1. Researcher
knowledge

DETAILS
2 of the research team were interviewed and made
notes on their experiences within aspects of the policy
processes of focus
Documents used included:
•
contributions to, and reports of, policy debates pre1994;
•
academic analyses of reforms pre- and post-1994;
•
official post-1994 policy documents and policy
input papers;
•
consultancy and evaluation reports on the reforms
of focus
(see reference list and additional bibliography)
28 in-depth interviews, of which:
•
2 were with ANC politicians;
•
6 were with national government officials (health
and non-health);
•
5 were with provincial government health officials;
•
15 were with policy analysts from sectors outside
government.

USE
•
general, subject to validation through
other data collected

Review of health coverage in twelve South African
newspapers, using material collected by two
established clippings services (Stock Press and the Cooperative for Research and Education). The papers
were: Business Report, The Business Day, The Cape
Argus, The Cape Times, The Citizen, The Financial
Mail, Financial Week, The Sunday Independent, The
Sunday Times, The Star, The Sowetan, and The
Weekly Mail and Guardian.

•
•

2. Document
review

3. In-depth
interviews

4. Media analysis

5. Parliamentary
data
6. Published
evaluations

Also review of The South African Medical Journal.
Review of official parliamentary debates on annual
Minister of Health budget speeches.
Review of national Portfolio Committee on Health
reports.
See references.

•
•
•
•

•
•
•
•

understanding the context of reform
development of timelines for reforms
of focus
identification of design details of
reforms of focus
some use in policy characteristics
and stakeholder analyses
understanding the context of reform
development of timelines for reforms
of focus
identification of design details of
reforms of focus
policy characteristics analysis,
stakeholder analysis and other policy
analysis techniques
understanding the context of reform
some use in policy characteristics
and stakeholder analyses

•
•

understanding the context of reform
some use in policy characteristics
and stakeholder analyses

•

assessing impact of free care
policies and resource re-allocation
policies
for additional evaluation of the
impact of resource re-allocation
policies
input into all aspects of report

7. Secondary
data

Government budget and expenditure data

•

8. Report review
process

Inputs received from:
•
4 government officials/advisers (health)
•
4 analysts from sectors outside government
•
3 international specialists

•
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CHAPTER TWO
THE ROOTS AND EVOLUTION OF SOCIAL HEALTH INSURANCE POLICY

This chapter gives a general overview of the roots of the post-1994 social
health insurance proposals, the design details of these proposals, and the
mechanisms and processes of policy development.

2.1
Debates in the apartheid era
The health care financing reforms of the 1994-99 period generally had their roots in the
broader policy discussions of the late 1980s. The ‘mass democratic movement’ which
fought against the apartheid regime from inside the country, drew a vibrant and active
range of political and community activists, labour groups, youth and women’s groups and
professional organisations into a political struggle focused around issues to do with basic
political, economic and human rights. In the late 1980s, as the unbanning of the ANC and
other liberation movements drew near, those concerned for the future of the ‘postapartheid South Africa’ became increasingly involved in policy debate.
In 1990, the ‘progressive health movement’ brought together exiled and internal members
of the various liberation movements, progressive health worker organisations, and
academics at a conference in Maputo, Mozambique. Here, the issues for discussion
included mechanisms for funding health care and the role of the private sector in the
future health system (see Box 2.1 for some background to the nature of the private
health sector in South Africa). A central consideration was the relative merits of moving
towards a tax-funded national health system (NHS) in the UK mould, versus a national
health insurance system (NHI). Proposals for an NHS had circulated in activist circles
since the mid-1980s (de Beer et al. 1988; Owen 1988) and were influenced both by the
never-implemented recommendations of the South African Gluckman Commission of
1944 and by the World Health Organisation’s 1978 Alma Ata declaration on Primary
Health Care (de Beer 1988; de Beer et al. 1988; Marks 1988). However, as Figure 2.1
illustrates, from the late 1980s a series of NHI proposals were developed and NHI
ultimately came to be accepted by many, but certainly not all, as the policy of preference.
One of the main points of contention in the discussions underlying the evolution of policy
concerned the role of the private sector. Whereas the NHS model envisaged almost no
role for it, the NHI proposals all accepted that it would continue to exist and even allowed
for it to take on additional roles as contracted primary care providers or administrators of
the insurance funds (de Beer and Broomberg 1990a,b; Picard 1992). Some of those who
favoured the NHS option argued that an approach that drew the private sector into health
system development in any way would undermine the public system. Instead, the private
sector should be left to self-destruct through its cost-inflationary practices and every effort
should be made to develop a financing plan to strengthen the public sector in isolation
from it (Zwarenstein 1990). Moreover, although the NHS proposals aimed for a unified
and centrally planned health system, by 1992 the NHI proposals had come to
acknowledge that there would probably be some limited ‘tiering’ within the system. Better
‘hotel’ care (amenity services) would be offered within public facilities to those whose
care would be financed through the NHI scheme (Picard 1992).
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Box 2.1: An introduction to the private health care sector in South Africa

In 1992/93, the private sector consumed almost two thirds of the national resources
available for health care in South Africa, yet covered only a quarter of the country’s
citizens (McIntyre et al. 1995).
Medical schemes were, and remain, the principal financial intermediaries in the private
sector. These schemes are non-profit, voluntary associations funded primarily out of
contributions from employers and employees. The large companies that administer them
are profit making. Medical schemes reimburse medical expenses incurred by members,
sometimes with a co-payment by members. Health service providers are paid on a fee-forservice basis, a system that is recognised internationally as encouraging over-provision of
expensive services. For this and other reasons, cost escalation in the private sector
typically exceeded inflation in the late 1980s and early 1990s, and caused several schemes
to collapse. Schemes typically responded to this crisis by limiting benefits, increasing copayments, and creating different benefit packages with different contribution levels for
members with different needs, thereby restricting access to medical scheme coverage by
the most needy and heightening the problem of inequity. This was tolerated, and even
facilitated, by the apartheid government that relaxed controls over the private sector
through two amendments to the Medical Schemes Act in 1990 and 1994. Since the
amendments, voluntary health insurance offered by life assurance and short-term insurance
companies has grown rapidly from a small base, targeting low-risk individuals seeking
limited cover.
In the health sector, as in the broader economy, the private sector has always been a
powerful player and has shown itself adept at limiting government options for controlling
its activities. Initially antagonised by calls from the progressive health movement in the
late 1980s to nationalise private care (Centre for Health Policy 1990), the private sector
warmed towards pre-election ANC health policy which envisaged a significant role for the
private sector (African National Congress 1994a; Magennis 1994; interview data). This
was especially the case for the medical schemes industry whose role, under the new
scenarios, was more certain (interview data). As one policy analyst commented, at the time
the medical schemes industry “was a movement well-aligned - in the way it conducted its
affairs, in the nature of its leadership, in its vision of its own future - ... to government
thinking”. Private providers, especially the powerful hospital sector, were more cautious,
seeing the potential for their activities to be curtailed through the expansion of public
sector services (see, for example, Medical Association of South Africa 1994). The
pharmaceutical industry, responsible for a large part of the cost-escalation in the private
sector, was almost inevitably hostile towards the new government’s attempts to control it.
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