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Value based care is the next development from managed health care. The failures 

of managed health care have prompted scholars to ask questions regarding the 

problems associated with managed health care and then proposed a new model 

addressing these failures.  

 

The failure of managed health care can be attributed to: 

1. Health care professionals must make critical health care decisions which have 

a financial impact without any real clinical or financial information or data.  

2. The clinical and financial decisions are made in high rise buildings far removed 

from where the action really takes place, the interaction between a health 

care practitioner and the patient.  

3. Competition is not driven by the highest quality and the lowest cost, but by 

benefit design and medical scheme options. When the patient develops a 

health need, they want the best treatment available, regardless of the cost 

from the provider that has no decision power over these matters anymore, it 

has been decided.  

4. Competition as the right place, drives quality upwards and cost downwards. 

If competition is at the wrong level, it will drive quality down and cost up, a 

situation we are all too familiar with now.  

 

It is not possible to fix the current system, it must be replaced. The current system 

allows for basic benefit packages, medical scheme options, benefit design and 

formularies. A new system should not allow for any of these managed health care 

interventions as this has reduced the quality of care, has caused conflict between 

user, provider and funder, and has left all the role players frustrated.  

 

A new system must place the provider at the centre of making the health and cost 

decisions. All successful businesses work on this principle. A provider that can keep 

the user happy in terms of the quality of care they received at the right cost, would 

thrive. This does not mean providing the user with all their demands but delivering 

an ethical evidence-based health service.  

 

The new proposed system, that has been studied widely since 2005, involves 

delivering value. Value is a perception from a user or client, that they have received 

quality goods or services at the right price. We all feel “ripped off” if we buy 

something of poor quality at a high price. Currently, most patients or users of health 

services feel “ripped off”. They perceive that what they have paid for is too 

expensive. The only way to rectify this situation is to deliver quality care at the right 

price where users, patients or clients feel satisfied and that they have received value 

for money.  

 

 

 



The question is, how to achieve this? 

 

The only way to achieve this is to empower the provider of health services with 

knowledge of what works the best, and knowledge of what things cost.  

 

The health system is a complex “system”. The cost of health care services is not only 

what the individual provider costs, but what the entire system costs as the system in 

total drives the cost. To control for this cost, co-ordinated, integrated care of all the 

providers over the entire cycle of health care is needed. This approach will also drive 

quality upwards. Most providers are not in any position to control for quality or this 

cost and they are not at all informed of the quality and cost of the whole system. 

They do not have any knowledge of how successful they were in delivering the 

service, they can only judge from some patients improving but they have generally 

not been fully informed if patients found value in the care they received.  

 

Most providers are not geared to gather and analyse the information they need, to 

make these assessments. Providers have been disempowered. In this modern age, 

of information systems and evidence-based health care, where everything we do is 

based on research and data, health care workers are still in a position where they 

are not supplied with data and information in the correct format to make 

meaningful assessments of their own performance and cost. This needs to be 

rectified.  

 

This scenario was created by managed health care, where the system 

disempowered the practitioner to empower the large corporates, as we can see in 

the present system. A good analogy would be where people won’t choose their 

cars on the make, model, colour, quality and safety features of the car but on the 

advice from the bank that will finance the car. They will dictate which car you must 

buy. This will impact negatively on the value base of the deal for the buyer.  

 

Value base care will: 

 

• Empower the provider of health services by:  

  

o Assisting the provider to gather relevant data of their own practice to 

make meaningful informed decisions. 

o To utilise technology and information systems to capture, utilise and 

analyse data to produce answers on what can be considered as value 

in service delivery.  

o To compare your own value with those of your peers. With knowledge, 

one can adjust your practice to be more value orientated and be 

competitive in terms of one’s own peers.  

o Benchmarks can be established amongst your own peers to improve 

quality of care and to find ways of reducing the cost where it is 

appropriate and at times to increase the cost to improve the quality of 

care where it is needed most. Costs can be directed to where it is 

needed by the provider, and not by the managed care organisation.  

o This will enable you and your peers to create business models that are 

efficient and effective.  



o This enables you and your peers to set quality standards underpinned 

by benchmarks referred to above.  

 

• Empower the medical scheme by: 

 

o Focusing on providing funding for quality care.  

o Be a partner in decision making to ensure that quality of care is 

delivered and not act in a dictatorial role.  

o Reduce their function to “police” the system, but rather act as a partner 

in health care delivery.  

o Share relevant cost data with providers to build a value proposition to 

patients. This will ensure that all the role players are satisfied with the 

roles they fulfil.  

o Reduce their cost by reducing the systems to manage the 

unmanageable.  

 

• Empower the patient by: 

 

o Empowering them to demand value for money.  

o Supplying them with knowledge of where to purchase the level of 

health care they can afford.  

o To make the patients responsible for managing their own health by 

giving objective structured measures to the patient of how well they do 

and progress in their illness and therefore reduce unnecessary and 

unwanted bias from health care users.  

 

In a presentation1 by Prof Michael E Porter from the Harvard Business School to the 

IHI IMPACT Spring Leadership Meeting on June 27-28, 2005, titled “ Redefining Health 

Care: Creating Value-Based Competition on Results”, he identified the following 

principles of value based care:   

 

• “The focus should be on value for patients, not just lowering costs.  

• Improving quality in health care usually also lowers cost  

• There must be unrestricted competition based on results.  

• Competition should centre on medical conditions over the full cycle of care.  

• Value is driven by provider experience, expertise, and uniqueness at the 

disease or condition level.  

• Competition should be regional and national, not just local.  

• Results and price information to support value-based competition must be 

collected and made widely available.  

• Innovations that increase value must be actively encouraged and strongly 

rewarded” 

 

The sustainability of private health care is dependant on creating a shift in 

paradigm. Patients are focused on health care needs, medical schemes focus only 

 
1 
https://www.hbs.edu/faculty/Publication%20Files/20050627%20IHI%20Impact%20Meeting%20062720

05%20Final-NV_c5acc589-9f69-48db-9c64-75df74dc30a5.pdf 
 

https://www.hbs.edu/faculty/Publication%20Files/20050627%20IHI%20Impact%20Meeting%2006272005%20Final-NV_c5acc589-9f69-48db-9c64-75df74dc30a5.pdf
https://www.hbs.edu/faculty/Publication%20Files/20050627%20IHI%20Impact%20Meeting%2006272005%20Final-NV_c5acc589-9f69-48db-9c64-75df74dc30a5.pdf


on cost, whilst the provider must balance these complementarities, a difficult act to 

perform without any appropriate data and information.  

 

The empowerment of the disempowered provider is crucial to the success of this 

new paradigm. This is also important for the long-term survival of private health care.  

 

Value base care is the vehicle that will enable providers to negotiate on an equal 

footing with funders and users alike.  

 


