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 The Health Economics Unit 
(HEU) has prepared these 
information sheets in an effort 
to contribute to public debate 
on health care financing in 
South Africa.  They are explicitly 
written in non-technical 
language so that they are 
accessible to a wide range of 
people.  Anyone interested in 
the detailed methodology used 
to collate the information 
presented here may contact the 
HEU.  Please send any 
comments and requests for 
further information to:  
heu-info@uct.ac.za. 
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Key Points  

} Approximately 16% of South Africans are currently covered by 
medical schemes. 

} Membership as a percentage of the population has declined; a 
lower percentage of the population are medical scheme 
members now than in the 1990s. 

} Contributions that scheme members have to pay are 
increasing far more rapidly than inflation and average wages. 

} Hospitals, specialists, medicines and non-health care expenses 
(e.g. administration costs and brokers fees) are the biggest 
cost items for medical schemes. 

} The services that account for the largest increases in scheme 
spending are hospitals and specialists. 

Introduction 
Medical schemes have until recently been the biggest single health care 
funding source in South Africa; in 2008, contributions to schemes were about 
R74 billion (over 44% of total health care funding in SA). This information 
sheet focuses on trends in spending by medical schemes. 
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Slightly less than 16% of South 
Africans are currently covered 
b y  m e d i c a l  s c h e m e s . 
Membership of schemes has 
declined since the 1990s.  

Figure 1 shows that membership 
increased up to 1995, when it 
reached a point whereby 17% of 
the population were covered, 
but then declined dramatically 
to less than 15% covered by 
2003.  

With the introduction of the 
Government Employees Medical 
Scheme (GEMS), membership 
started recovering from 2005. 

Who is covered by medical schemes? 

 

About 16% of 
South Africans 
are currently 
covered by 
medical schemes 

Figure 1: Trends in population coverage by medical schemes  
Source: Council for Medical Schemes Annual Reports; Statistics South Africa (for mid-year population) 

The annual contributions to medical schemes have 
increased much more rapidly than general inflation 
(over two times more than 
inflation since the early 1990s).  

Figure 2 shows that 
contributions have increased 
from less than R4,500 per 
person in 1992 to over R9,600 in 
2008 (all figures are expressed in 
2008 Rand terms). 

Contributions are not only 
increasing much more rapidly 
than inflation, but also more 
rapidly than average wages and 
salaries in the formal sector.  

Contributions for a member plus 
their dependents increased from 
about 7% of average wages/
salaries of all formal sector 
workers (not only medical 
scheme members) in the early 

1980s to 14% by the early 1990s and to nearly 30% in 
2008. 

Trends in the costs of medical schemes 

Figure 2: Trends in contributions and expenditure on health services per medical 
scheme beneficiary (expressed in 2008 Rands)  
Source: Council for Medical Schemes Annual Reports; Statistics South Africa (for CPI) 

Contributions 
are increasing 

more rapidly 
than inflation 
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The largest amount of medical scheme funds is spent 
on hospitals (totalling R24 billion or 37% of spending 
on health services), followed by specialists (R14 billion 
or 22%), medicines (R11 billion or 17%) and other 
payments (nearly R8 billion or 12%) - see Figure 3.   

The category of other payments on health care 
include spending on a range of supplementary and 
allied health professionals (such as dieticians, 
psychologists, optometrists, physiotherapists etc.), 
complementary medicine practitioners (such as 
homeopaths and chiropractors etc.) as well as other 
services such as drug rehabilitation and hospice care.   

In addition to paying for health services, medical 
schemes spent nearly R10 billion on non-health care 
expenses such as administration costs and payments 
to brokers (who sign up members for schemes).   

This is almost double the amount spent on the 
services of general practitioners (R5.2 billion). 

 

On what health services are medical scheme funds spent? 

Figure 3: Distribution of medical scheme spending on health 
services (2008)  
Source: Council for Medical Schemes Annual Report 2008-2009. 

Traditionally, medical schemes have operated on a pay-
as-you-go basis (i.e. contributions are set at levels to 
cover expenditure on health services).   

From the early 2000s, schemes were required to build 
up substantial reserves, which is why contributions 
increased more rapidly than expenditure on health 
services (see Figure 2).   

Contributions also increased because there was a rise in 
non-health care expenses (e.g. various administration 
costs, brokers fees etc). 

Why the increase in contribution costs? 

Most funds are spent on 
hospitals and specialists 

Medicines are the third largest 
source of spending  
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Emerging trends from Figure 4 show that inflation-
adjusted expenditure per medical scheme beneficiary 
on hospitals and specialists has increased consistently 
over the period 1992 to 2008.  

Compared to what was spent on hospital services in 
1996, spending in 2008 has more than trebled.   

This increase is over and above spending increases 
related to inflation; spending on hospitals before 

adjusting for inflation has increased ten-fold.  

For specialists, spending during the same period has 
more than doubled, while what is spent on medicines 
in 2008 has returned to the same levels of 
expenditure in 1996 after adjusting for inflation.  

Spending on general practitioners and dentists has 
remained fairly constant, and well below levels spent 
on other health services. 

Figure 4: Trends in expenditure per medical scheme beneficiary by main category of 
health services (expressed in 2008 Rands)  
Source: Council for Medical Schemes Annual Reports; Statistics South Africa (for CPI) 

Photo credits: Roger Sears 

Spending on health services—cont. 


