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o Policy objective and background



Overarching Policy 

“The state as an employer seeks to ensure that there is 

adequate provisioning of healthcare coverage to public 

service employees that is efficient, cost-effective and 

equitable; and to provide further options for those who 

wish to purchase more extensive cover”



Historic Shortcomings 

o Old subsidy: 2/3rds of contributions to R1014

– 550 000 employees accessed the subsidy

– 44% of covered employees had reached the Rand cap 

– 39% of employees (380 000) did not access the subsidy

o Employees enrolled on 68 medical schemes 

– Over R5,4 billion per annum 

– Large spend yet inequity prevailed

o Lack of employer control, influence and guidance

o Excessive annual increases 

o Lack of value-for-money



Inequity and Imbalance
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Medical Subsidy Policy

o All new and uncovered employees only receive subsidy on GEMS

o All employees on GEMS receive new subsidy:

– 75% of contributions 

– Up to R530/R530/R320/R320/R320 (max R2,020)

– Limited to family size of 5

o Special dispensation for Job Level 1 to 5: 

– 100% subsidy on Sapphire

– 325,000 employees with 191,000 uncovered

o Existing employees on open schemes
– Continue to receive 2/3 up to R1014

– If move to GEMS ‘no worse off’ in terms of subsidy

o Pensioner benefits remain as is



o GEMS: The Scheme



Official Status

o Restricted membership medical scheme

– Subscribes to Medical Schemes Act 131 of 1998 

– Separate legal entity taking the form of a body corporate 

– Membership

• Employees and pensioners

• National and Provincial Departments and Administrations

• Employer groups approved by the Board

– Registered on 1 January 2005

– Enrolment commenced 1 January 2006



Corporate Structure

o Governance and Management

– Board of Trustees that directs the Scheme’s activities; 

– PO implements the directives of the Board; and 

– Scheme executive supports PO in managing the service levels and 

contractual obligations of appointed service providers 

o Efficient scheme ‘head office’ whereby:

– Operational activities outsourced 

– Performance of the scheme is constantly monitored

o ‘Locus of control’ always rests within the scheme



Benefit Options



o Progress



Progress Report

o Independent Board performance appraisal for 2006 concluded 

o Open and transparent member trustee elections concluded 

o Comprehensive rule revision concluded

o Unqualified audit opinion for 2006 Financial Year 

o Contributions of R220m in 2006 and 2007 projection in excess of R2b

– Financial performance monitored closely 

o Optimal tariff structures for medicines, hospitalizations and other services

– Collective purchasing power will continue to increase

o Member communications and marketing ongoing



Progress Report
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o Specific Matters 



Rationale for GEMS as State 
Sponsored Medical Scheme?

o The term ‘State Sponsored Medical Scheme’
– Report of the Committee of Inquiry into a National Health Insurance 

system,1995
• Mandatory cover for all formally employed for a a minimum core package 

equivalent to public hospital charges

– Restructuring the National Health System for Universal Primary Health 
Care, 1996 
• Possible state sponsored hospital plan for formally employed

– A Social Health Insurance Scheme for SA, 1997
• Provide formally employed with state sponsored insurance for essential hospital 

care

– 2002 Health Chapter of the Inquiry into the various Social Security Aspects 
of the SA health System
• Chapter 11: State Sponsored Medical Scheme 

• Chapter 12: Civil Service Medical Scheme Cover



Rationale for GEMS as State 
Sponsored Medical Scheme?

o 2002 Health Chapter of the Inquiry into the various Social Security 
Aspects of the SA health System

– Chapter 11: State Sponsored Medical Scheme 
• Implemented in various countries (eg: Ireland and Australia) to bolster not-for-

profit community-rated open-enrolment environments
• Cover public sector hospital costs and private primary care by network
• Objectives:

– Efficient non-healthcare costs
– A scheme of last resort
– Industry benchmark
– Low cost setting minimum price for minimum benefits

– Used to determine any potential subsidy for scheme members
– Could be used by public service employees when scheme membership mandatory



Rationale for GEMS as State 
Sponsored Medical Scheme?

o 2002 report cont.

– Chapter 12: Civil Service Medical Scheme Cover

• Inequity identified

• Collective purchasing power could realise efficient purchasing of health and non-
healthcare costs

• Options considered (closed scheme, open accreditation)

• Open schemes do not have interest of public service at heart
• Establishing a low cost closed scheme is most feasible option
• Scheme to focus on needs of employees and register with CMS
• Scheme or arrangements should be subject to Risk Equalisation approach

• Sound basis for sector to develop low cost schemes and options
• Move to mandatory cover and then possibly open enrolment up



Rationale for GEMS as State 
Sponsored Medical Scheme?

o 2002 report cont.

– Chapter 12: Civil Service Medical Scheme Cover

• Concluding remarks:
– Probably one of the most important immediate health system opportunities 

in the short term
– Impetus for low cost options
– Assist in developing opportunities for the public sector



Rationale for GEMS as State 
Sponsored Medical Scheme?

o Rationale for GEMS as the SSMS:
– Governance and management structure established
– Benefit options developed and established

– Sapphire option in place and closely resembles the SSMS
– Efficient and cost effective contracting already evident

• Both Healthcare and Non-Healthcare contracts

– Administrative platform in place to accommodate volumes

o Rationale against GEMS as the SSMS:
– GEMS needs to satisfy the public service objective and mandate
– Growth phenomenal but it needs to continue enrolling employees
– Pricing of the benefit options based on public service and not general employment 

environment
– Policy direction on opening enrolment and funding yet to be considered



The role of GEMS towards a unitary National 
Health System. Is GEMS the first step towards 
a SHI with NHI as the second step?

o Is GEMS the first step towards a SHI with NHI as the second step?

– Policy documents recommend that SHI will precede NHI

– Must appreciate that much has been performed by the Dept. of Health and 

the Council for Medical Schemes

• Amendments have been made to the Medical Schemes Act (MSA)

– Community rating introduced

– Prescribed minimum benefits 

• Shadow REF in place

• Further amendments to the MSA underway

– GEMS is not the first step



The role of GEMS towards a unitary National 
Health System. Is GEMS the first step 
towards a SHI with NHI as the second step?

o The role of GEMS towards a unitary National Health System.

– GEMS is one of 125 medical schemes
• Creates a large risk pool
• Actively seeks to create public sector revenue streams (Sapphire and PMB)
• Complies with and supports policy

– Can set an example for the SSMS
• Governance and management structure
• Administrative contracting and structures to accommodate scale
• Benefit design
• Dealing with member enrolment 

• Healthcare contracting and reimbursement mechanisms



o Conclusion



Conclusion 

o GEMS has been established and its policy objective is already  being met

– Over 50% of members did not access the subsidy in previous 12 months

– Over 700 new registrations processed per day

o Much work is still to be performed




