
Outcomes-Based Reimbursement
HEALTHCARE IN SOUTH AFRICA



The dominant fee-for-service payment model for healthcare 
in South Africa perpetuates a fragmented and reactive model 
of care. Clinical complications are treated as they occur and 
early investments in prevention are rare. The result is high 
costs and poor outcomes.

WHAT IS AN 
OUTCOME?

An outcome is something that people care about in and of itself. In the diagram 
below, a respiratory healthcare example is used to present the components 
required to achieve a desired goal.

Ideally, all healthcare reimbursement should target outcomes and impacts, as 
these are the things that patients actually care about.

However, because inputs and outputs are generally easier to observe and 
measure, these have been the basis on which providers have been reimbursed 
in traditional healthcare contracts.

A COMPLEX 
CHALLENGE

VALUE-BASED 
CONTRACTS

The rapidly rising cost of healthcare is a global problem. In South Africa, 
increases in medical scheme contributions are consistently well above the rate 
of inflation; in 2017 they grew by over 11%.

There is no single, easy answer to this complex challenge but part of the 
solution must be new reimbursement models which incentivise healthcare 
providers to focus on delivering ‘value’: improved outcomes at the same or 
lower cost.

Elements of outcomes-based reimbursement can be incorporated into most 
existing payment models, including fee-for-service. However, to address the 
challenge of chronic disease most effectively, outcomes-based payments, 
which incentivise quality improvement, should be combined with bundled or 
capitated fees, which incentivise cost-efficiency.

INPUT

Increase funding 
for community 
nursing

OUTPUT

Increase number 
of patients taking 
part in pulmonary 
rehabilitation 

OUTCOME

Reduce number 
of COPD 
exacerbations 
requiring 
hospitalisation

IMPACT

Increase quality 
of life for people 
with COPD



CONTRACT 
IMPLEMEN-

TATION
What practical 

issues need 
resolving?

What is the contract 
value?

Interaction with other 
contracts

Glide path from 
existing contracts

OUR 
APPROACH

We have developed a framework for designing value-based contracts with four 
core components. In order to create a contract that meets the specific needs 
of each client, we work through these step-by-step.

OUR 
SERVICES

Which patients are 
covered?

Which services are 
included?

Which outcomes?

Contract duration

CONTRACT 
COVERAGE
What are you 

paying for?

Who are the 
contracting parties?

How is the contract 
being procured? 

Subcontracting issues

CONTRACT 
VEHICLE

Who are you 
paying?
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What is the high-level 
payment structure?

How is payment linked 
to outcomes?

Other contract terms

CONTRACT 
DESIGN 

How are you 
paying? 
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Strategy formulation – We assist clients 
to develop a high-level reimbursement 
strategy, defining objectives, identifying 
challenges and developing solutions

Payment model design – We create 
reimbursement mechanisms that incentivise 
providers to achieve the strategic objectives of 
funders and members

Workshop facilitation – We act as 
a neutral facilitator with stakeholders 
to build ownership and ‘co-create’ 
contract design

Outcome selection – We work 
with clinicians to develop contract 
outcomes, metrics, improvement 
thresholds and weightings

Negotiation support 
– We provide strategic 
and analytical support 
throughout contract 
negotiations

Contract value modelling  
– We estimate costs of both 
current and future service 
models
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EXAMPLES OF OUR EXPERIENCE

DIABETES (1)
We developed an outcomes-based contract for 
diabetes care in Liverpool, UK. Working closely with 
clinical and financial stakeholders we designed 
a bundled payment model to incentivise more 
integrated, cost efficient service delivery and 
improved outcomes.

We facilitated workshops with clinicians to develop 
a set of outcomes to represent the needs of people 
with diabetes. We also developed associated metrics 
and weightings in order to link payment to these 
outcomes in the contract.

DIABETES (2)
Camden (UK) Clinical Commissioning Group 
implemented an ambitious value-based 
commissioning programme to improve the quality and 
efficiency of healthcare across the whole system. 

We designed an outcomes-based contract to 
finance their Diabetes Integrated Practise Unit, 
working with the CCG from high-level design to final 
implementation.

Our work included initial contract design, baselining of 
costs, setting of outcomes and linking those outcomes 
to payment, as well as supporting final contract 
negotiations. 

ELDERLY CARE
Following on from our work on diabetes, we 
developed an outcomes-based contract for the care 
of frail elderly people in Camden, UK. 

This project involved defining the appropriate 
population cohort and service scope to be 
covered under the contract, as well as developing 
the contract outcomes, metrics, improvement 
thresholds, weightings and detailed payment 
mechanism.  

CAPITATED POPULATION 
HEALTH 
We designed a capitated payment model covering 
health and home care for everyone over the age of 65 
in West Essex, UK.

This required the building of consensus around 
the choice of contract structure, including analysis 
of the incentives and risks created by different 
reimbursement models, the appropriate approach 
to setting the price of the contract and adjusting 
the price over time, and the impact of different 
mechanisms to link payment to outcomes.

We also undertook financial modelling of current 
expenditure on health and home care for the over 65 
population

EXTENSIVE 
EXPERIENCE 
developing 
outcomes-based 
contracts for 
healthcare

STRUCTURED 
APPROACH
to guide complex 
decision making 

SKILLED 
FACILITATION
of engagement with 
clinical and financial 
stakeholders

STRATEGIC 
THINKING 
combined with 
pragmatic 
and practical 
implementation


