BENCHMARK SURVEY 2025 Insights

To the amazing woman reading this: you are worth the investment in your future. You

deserve a confident retirement marked by dignity, freedom, and comfort. Getting
there means acting now—no matter where you start from, your confident retirement is
possible with Sanlam.

To our valued partners, employers and fund trustees, now is the time to double

down on inclusive employee benefit design, personalised member engagement, and
proactive financial education. The women in your workforce are not just employees,

they are pillars of families and society.

Because when women retire well, we all rise!
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Now in its 17th year, this
survey continues to provide
valuable insights into the
evolving landscape of
umbrella funds in South
Africa.

The 2025 edition marks a
significant expansion, with
participation increasing to
168 employers — up from
the historical average of
100. This broader base has
enhanced the diversity of
perspectives. The rise in
umbrella fund participants
also aligns with the recent
shift from standalone to
umbrella structures.

Executive Summary

Participating Employers Surveyed - The data reflects dynamic
shifts in sectoral engagement, with increased representation from
sectors such as education and professional services. These changes
are possibly influenced by economic conditions, regulatory changes,
or evolving employer priorities regarding retirement benefits.

Contributions - The data highlights a concerning trend of declining
retirement adequacy, largely driven by reduced employee and
employer contribution rates compared to previous years. The total
contribution towards retirement has declined from 14.2% of salary
in 2017 to 10.3% in 2025.

Investments - The proportion of employers offering member
investment choice dropped from 53% in 2024 to 42% in 2025,
with a higher percentage of employers providing a trustee-approved
default strategy with no member choice. Use of lifestage strategies
as the default dropped from 74% in 2024 to 61% in 2025, indicating
a move towards more diversified or alternative default structures.
ESG considerations are gaining traction, with 46% of employers
requiring responsible investment principles and 62% supporting
impact investments that generate both financial returns and positive
societal outcomes.

Lifestage Investment Strategies - In the final year before retirement,
there’s a gradual shift towards bonds and smoothed bonus options.
Moderate risk allocations are rising slightly, while aggressive strategies
remain minimal.

Trustee-Endorsed Annuity Strategies - Most employers (71%)
do not differentiate annuity strategies by member category. Use of
combination and living annuities has declined, while guaranteed and
inflation-linked options are gaining ground, with longevity protection
and inflation tracking remaining top priorities.

Insured Benefits - The data reflects a trend towards more integrated
and diversified risk benefit offerings, with a focus on maintaining
core protections while introducing new benefits like critical illness
cover. However, slight reductions in death and funeral benefits may
signal a need to monitor adequacy going forward.
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* Retirement - While the retirement age remains static, there is growing recognition that it may not support adequate
working years to support sufficient contributions towards retirement savings. The decline in formal target pension
strategies is concerning, though the improved alignment of investment strategies with retirement goals is a positive
development.

e Special Topics - The special topic covered this year was the implementation of the Two-Pot System.

Understanding the Participating Employers Surveyed

Sector Analysis

Manufacturing
Wholesale and retail

Professional or business services

Agriculture, forestry or fishing

Education

Financial services

Other

4

The majority of the Participating Employers were active in the following sectors: Manufacturing, accounting for 19.6%
of employers, a slight increase from 19% in the previous year; Wholesale and Retall, also representing 16.7%, down
from 19% in 2024; Professional or business services at 10.1%, an increase from 7% in 2024; Education increased
from 2% last year to make up 7.7% in 2025; Agriculture, forestry, or fishing, comprising 7.7% of the total, down from
9%; and Financial Services, which saw a significant decrease to 5.4% from 10%.

Insight

Manufacturing remains the dominant sector. This suggests continued or growing interest in umbrella funds from this
sector, possibly due to stable employment bases or increased awareness of retirement benefits. A noticeable decline
in the Wholesale and Retail sector was noted. This could reflect economic pressures in the retail sector, consolidation
of businesses, or a shift in benefit structures. The Education sector saw a sharp rise in participation, possibly reflecting
policy changes, increased private education sector involvement, or a shift from standalone to umbrella funds.

Membership analysis

The average membership per employer surveyed was 863 (2024: 846), with 65% (2024: 48%) of the participating
employers having a membership of between 20 and 300. The remaining 35% (2024: 52%) employers had more than
300 members.

The average value invested in an umbrella fund by a participating employer was R397 million (2024: R496 million), with
33% (2024: 31%) of employers having less than R50 million invested.

Insight

This shift indicates a growing participation from smaller employers, which aligns with the broader reach of the survey
this year (168 employers vs. 100 previously).
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Contributions

The table below presents a multi-year overview of a company’s employee and employer contributions to retirement funds,
along with associated costs and provisions.

Insight

Total contributions declined from 17.3% in 2017 to 13.9% in 2025, indicating reduced retirement savings provision.
Death benefit premiums have remained relatively stable but have increased slightly in 2025 to 1.6%, matching the
highest levels seen in the past decade. Disability benefit premiums (PHI) have also risen to 1.4%, the highest in the
period under review. These increases suggest a growing cost burden associated with risk benefits, potentially due to
demographic shifts or changes in underwriting practices.

Operating costs have remained consistent, fluctuating between 0.6% and 0.8%, with 2025 at 0.6%. This indicates
effective cost containment in fund administration.

| [aoas | a0 | 2022 ) 20zt | 20to | zote | zov7 | zote | zots | z0te

E;ﬂ%&f’om 63% | 71% | 63% | 63% | 7% | 55% | 73% | 71% | 6.4% | 56%
Employer 76% | 85% | 83% | 94% | 9% | 84% | 10% | 95% | 88% | 85%
contributions

Total

. 13.9% | 15.6% | 14.6% | 15.7% | 16% |[13.9% | 17.3% | 16.6% | 15.2% | 14.1%
contributions

Death benefit
premiums
Disability benefit
premiums (PHI)
Operating costs (0.6%) | (0.7%) | (0.6%) | (0.6%) | (0.7%) | (0.6%) | (0.7%) | (0.7%) | (0.8%) | (0.8%)

Total provision
for retirement

(1.6%) | (1.6%) | (1.4%) | (1.2%) | (1.3%) | (1.5%) | (1.3%) | (1.3%) [ (1.3%) | (1.6%)

(14%) | 1.3%) | (11%) | (1.1%) | (1%) | (1.1%) | (11%) | (11%) | 1.2%) | (1.2%)

10.3% 12% 11.5% 12.8% 13% 10.7%

The data highlights a concerning trend of declining retirement adequacy, driven by reduced contribution rates and
increasing costs of risk benefits. While operating costs remain stable, the overall retirement savings contribution has
diminished. This underscores the need for renewed focus on contribution strategies and cost management to ensure
long-term sustainability and adequacy of retirement outcomes.

Investments

In the recent survey, it was observed that 41% employers (compared to 53% in 2024) provide their members with the
option to choose their investments by providing member investment choice. For 16% (2024: 18%) investment choice is
determined by membership category. In terms of this approach, members within certain categories may not have the
freedom to choose their investments, while those from different categories under the same employer do.

When asked to describe the investment portfolio of the Trustee
choice/Default portfolios, 61% (2024: 74%) described it as a lifestage
strategy as opposed to a single portfolio 35% (2024: 26%). Of
the Singleportfolio respondents, 36% (2024: 35%) describe the
structure of the default as multi-managed.

Nearly half (46%) of respondents require investment managers to
incorporate responsible investment principles, such as ESG, into
their decision making. A notable 62% would support their fund
investing in projects or businesses that aim to create positive change
— such as expanding access to education, healthcare, or clean
energy — while still earning a financial return. When asked about
areas that are most important to focus on, only 48 respondents
indicated Renewable energy and environmental protection, 84
indicated Job creation and economic growth, 81 Education and
skills development and 64 Healthcare and well-being.
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Insight

Investment choice availability seems to be less of a priority, shifting away from member-directed investment flexibility,
possibly due to a combination of administrative complexity, cost control or a preference for simplified default strategies
to guide members. Employers offering member choice see limited uptake, which perhaps reinforces the trend towards
simplified, trustee-approved defaults.

A strong 62% support investing in projects that create positive social or environmental impact while still generating
returns — highlighting a growing interest in impact investing. The top areas of interest reflect a strong alignment with
South Africa’s socio-economic development goals, particularly in employment and education.

Lifestage Investment Strategies

Lifestage investment strategies are explicitly aligned with the trustee-endorsed annuity strategy for 72% (2024: 65%) of
the respondents. A significant portion of respondents, 19%, remain uncertain about the alignment of their lifestage model
with the trustee-endorsed annuity strategy post-retirement. This figure reflects a decrease from 28% in 2024.

Insight

The decreasing levels of uncertainty indicate that communication and education regarding retirement strategies seem
to be working. It suggests that trustees should continue ensuring that retirement strategies are well understood and
effectively integrated with the annuity strategies. This will impact the effectiveness of retirement planning for individuals.

The table below presents a portfolio allocation strategy for the final year before retirement, showing a shift in investment
preferences over time.

Allocations that best describe the portfolio

in the final year before retirement

Conservative risk (<40% equity) 38% 38% 51% 42% 53% 51%
Cash (100%) 34% 34% 29% 31% 38% 28%
Bonds (100%) (there is a capital guarantee) 21% 14% 7% 12% 17% 4%
Smoothed bonus 17% 1% 18% 1% 1% 13%
Moderate risk (40%-65% equity) 17% 14% 9% 15% 6% 9%
Aggressive risk portfolio (66%+ equity) 5% 7% 4% 6% 0% 2%
Insight

The data reflects a gradual evolution in lifestage strategy design, with a clear trend towards diversification of conservative
options. While capital preservation remains the priority, there’s increasing use of bonds with guarantees and smoothed
bonus portfolios to balance safety with modest growth. The slight uptick in moderate risk allocations also suggests that
some funds are re-evaluating the trade-off between risk and return even in the final year before retirement.

Trustee-endorsed annuity strategy

A growing majority of employers (71% in 2025, up from 65% in 2024) do not differentiate annuity strategies across member
categories. Only 18% use demographic profiling (age/income), and 11% differentiate by employee type (e.g. professional
vs. blue collar), indicating a general preference for uniformity in annuity offerings.

Top trustee-endorsed annuity strategies or structures 2025 2024* 2021* 2019*

Combination of different annuities 22% |25% |44% |[20%
Living annuity 19% |26% |[19% |[61%
Guaranteed annuity (level or increasing at a fixed percentage) 16% |22% [11% | 14%
Inflation-linked annuity 14% |19% |6% 14%
With-profit annuity 8% 9% 7% 11%
Other 15% | - - -

Unsure 6% 22% |- -

PAGE 50



BENCHMARK SURVEY 2025 Insights

Insight

The use of a combination of annuities has declined from 44% in 2021 to 22% in 2025, suggesting a move away from
hybrid strategies.

Living annuities have also dropped significantly from 61% in 2019 to 19% in 2025, possibly due to concerns over
longevity risk, market volatility and resulting sequence-of-returns risk. It is possible that some funds initially implemented
a living annuity in 2019 to align with default regulation requirements and have since reassessed its suitability in meeting
the evolving needs of their members.

Guaranteed annuities and inflation-linked annuities have gained modest traction, reflecting a growing interest in income
stability and inflation protection.

With-profit annuities remain a niche choice, with minimal change over the years.

The proportion of employers uncertain about the default annuity strategy declined markedly compared to the previous
period, suggesting increased awareness of the fund’s default options.

Regarding the key attributes of a trustee-endorsed annuity strategy, employers most frequently cited longevity
protection, ensuring income for life, at 56% (2024: 69%), and the ability of the annuity income to track inflation, at 54%
(2024: 64%). While 41% (2024: 34%) prioritised cost-effectiveness, and 37% (2024: 36%) valued maintaining pensioners’
pre-retirement standard of living for as long as feasible, these features were less emphasised.

On average, employers believe that 46% (2024: 35%) of retiring members use the trustee-endorsed annuity strategy
offering.

Insight

The data reflects a trend towards simplification and refinement in annuity strategies. While traditional concerns like
longevity and inflation remain central, cost and accessibility are becoming more prominent. The increased uptake of
trustee-endorsed options suggests that members are increasingly comfortable relying on guided retirement income
solutions.

Insured Benefits

A growing majority of employers (63% in 2025, up from 55% in 2024) now provide risk benefits as part of the umbrella fund
package. Provision via separate schemes declined to 17% (from 21%), and combined approaches dropped to 13% (from
24%), indicating a consolidation of benefits within umbrella structures.

The table presents a comparison of various benefits across different years.

Benefit 2025 2024 2022 2021 2019
Approved Death Benefit 2.8 3 3.1 3 3.1
Unapproved Death Benefit 3.1 3.5 3.5 35 341
Lump-sum Disability Benefit 2.4 2.4 2.3 2.3 2.8
Income Disability Benefit (replacement ratio) 75.5% | 74.8% | 76.3% | 76.3% | 77.5%
Critical lliness (dread disease) 1.7
Funeral Cover 25,612 | 26,323
Insight

The data reflects a clear trend towards integrating risk benefits within umbrella fund packages, reducing reliance
on separate or hybrid schemes. While some core benefits like death and disability have seen slight reductions or
remained stable, the introduction of critical illness cover marks a notable enhancement. The slight dip in funeral cover
and income replacement ratios may warrant attention to ensure adequacy and member protection. Reductions in
death and lump-sum disability benefits may reflect growing cost pressures on employers and members, and may be
aimed at offsetting declining overall contributions and preserving retirement savings.
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Retirement

The average normal retirement age for new entrants remains at 64, unchanged from 2024. However, only 42%
of employers allow continued membership beyond this age, down from 51% last year, suggesting a tightening of
post-retirement participation policies.

A growing number of employers are questioning the adequacy of the current retirement age: 54% believe age 64 is
not sufficient for members to accumulate enough savings, down from 66% in 2024. This reflects ongoing concerns
about longevity risk and the sustainability of retirement income.

Only 35% of participating employers have a stated target pension that trustees actively work towards, a sharp decline
from 61% in 2024.

This may indicate a shift away from defined benefit-style planning or a lack of clarity in long-term retirement goals.
For those participating employers that do have a target, the replacement ratio remains at 70%, consistent with 2024.

Encouragingly, 81% of these funds align their default investment strategy with this target, up significantly from 44% in
2024, suggesting improved integration between investment design and retirement outcomes.

Insight

The data reveals a growing disconnect between retirement age and retirement readiness, with fewer employers
allowing post-retirement fund participation and more than half questioning whether age 64 is sufficient. The sharp
decline in participating employers with a defined target pension — or awareness thereof — is concerning. However,
the improved alignment of investment strategies with members’ retirement objectives is a welcome development.
These trends highlight the need for more structured retirement planning frameworks and greater flexibility in retirement
age policies.

Two-Pot System

Despite initial concerns in 2024 about readiness for the Two-pot System,
the average processing time for savings account withdrawals is now
just 5 days, indicating a strong operational response and efficient
implementation by administrators.

When asked what could have been done differently since the system’s
launch on 1 September 2024, 55% of respondents had no comment,
suggesting either satisfaction with the roll-out or a lack of engagement
with the system’s finer details. Only 10% of respondents highlighted
the need for clearer information on cost and tax implications, and 8%
emphasised the importance of educating clients on the disadvantages
of early withdrawals. This could highlight a gap in member education
and financial literacy, which could impact long-term retirement
outcomes if not addressed.

i T
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Since two-pot withdrawals are based on individual member choices, it
is pertinent to also examine the insights gathered from our Benchmark
Consumer Survey 2025 on the topic.

The Benchmark Consumer Survey gained responses from 506 economically active South Africans. Forty-four
per cent (44%) of the consumers surveyed confirmed that they supplemented their income from other sources, outside
of their monthly salary, with 36% of these members indicating they supplement their income with a side hustle, and
an additional 36% receive income by renting out a portion of their property, or a separate rental property.

Eighty-one per cent (81%) of consumers also confirmed that they have a savings plan outside of their retirement fund
with their employer, either monthly or from time to time.

It was therefore interesting to note that despite a large number of consumers surveyed confirming they have additional
income streams and additional savings, 36% of these consumers also confirmed that they had made two-pot withdrawals
since 1 September 2024, with a further 12% confirming that they might have if they were eligible or had sufficient
savings. This in particularly is noteworthy given the tax implications associated with accessing the emergency savings
pot, even though 77% of consumers confirmed that they understood the tax implications of withdrawing from the
emergency savings pot. This suggests that behavioural finance factors warrant closer examination — particularly to
understand why members with external savings still opt to access their emergency savings, despite the significantly
higher tax implications.
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Ageing in the age of confidence

Dr Nkateko Msimeki

General Manager Health Policy & Medical Advisory

AfroCentric

Satish Antony
Chief Analytics & Strategy Officer
Medscheme

“The medical scheme
population is ageing”.

We often hear this in the
context of managing medical
scheme financial exposure,
but we do not spend enough
time contemplating the
impact to the broader
health system and how the
country’s demographics
impact medical schemes.
As public health, hygiene,
medicine, education, and
economies improve, people
are living longer.

| N N

The World Health Organization (WHO) estimates that globally by 2030,
1 in 6 people will be aged 60 and above and by 2050 two-thirds of the
population above 60 will be in low- and middle-income countries (LMIC)
(World Health Organization , 2024). Put differently, populations in LMIC
are ageing three times faster than higher income countries (Solanki, et
al., 2019). The challenge for those of us working in the private healthcare
system is often posed as how do we attract the young to manage the
risk caused by an ageing population. We suggest that view may be
short sighted and assumes that there is a younger eligible population
to attract. The challenge is bigger, how do we as a country better
manage a sick and ageing population, design a future proof health
system in a complex disease burden, and promote healthy ageing. We
propose a recommitment to primary health and value-based care as
the mechanisms to achieve this while leveraging our collective capabilities
to address social determinants of health.

The age of ageing

South Africa is technically still considered a relatively youthful population
at a median age of 28 (2022), up from 22 in 1996, but it is ageing
(Statistics South Africa, 2025). A median age less than 20 is considered
young, 20-29 intermediate and 30 and above, old (Statistics South Africa,
2025). Of concern is that the two most economically active provinces,
Western Cape and Gauteng, are officially old with a median age of 31
and 30 respectively. All population groups are ageing (median above 30)
except for black South Africans who lag at a median age of 27, up from
21in 1996 (Statistics South Africa, 2025). The population aged 60 and
above has increased from 7% in 1996 to 9.6% in 2022 and projected
to reach 16.4% by 2050 (Statistics South Africa, 2025; United Nations,
Department of Economic and Social Affairs, Population Division, 2024).
Conversely the population aged 0-14 has decreased from 34.3% in 1996
t0 26.4% in 2022 and we now have a population bulge at 15-59 (63.8%
in 2022) (Statistics South Africa, 2025). These population changes are
a result of decreased fertility rates, decreased mortality in the under 5,
improved life expectancy and selective migration of people aged 15-49
into the country (Statistics South Africa, 2025).
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The private healthcare environment is a unique microcosm of South Africa as the wealthier employed segment of the
population tends to belong to a medical scheme. The average age of a medical scheme member is 34 years, 36 for
open and 31 for restricted schemes with 9.4% of beneficiaries aged 65 and above (pensioner ratio) in 2023, an increase
from 9.2% the previous year (Council for Medical Schemes, 2024).

If we accept that we are heading into or are already in an era of ageing,
the question is are we ageing well and the consensus is, no.

Lifespan vs Healthspan

Globally the proportion of years lived healthy has not changed despite increased life expectancy, meaning the latter part
of life is lived in poor health (World Health Organization , 2024). Life expectancy has increased by approximately 19 years
in the last 60 years but the “proportion of life spent in poor or moderate health has not changed” at 50% (Broom, 2022).
There are various reasons for this; the biology of ageing, health inequity and health system challenges.

Biologically, ageing comes with an increased propensity for chronic disease as body cells start to decline in function.
Combining this with factors such as genetics and lifestyle, we experience disease formation. Globally we are seeing less
communicable or infectious diseases and a growth in non-communicable diseases (NCD’s) like diabetes, cancer, heart
disease, stroke and lung disease. NCD’s account for 74% of global deaths with three-quarters of these being in LMIC
(World Health Organization, 2025).

Percentage of principle members and
beneficiaries with a chronic disease

65.3%
58.1%

70.0%
60.0%

50.0% 39.39%

40.0% 38.4%
27.9%
30.0%
20.0% 16.7%
’ 12.7%

10.0% . 6.5%
0.0%
50 Years & below 51-64 Years 65+ Years Overall

| EA monthly chronic claimants: Members

% monthly chronic claimants: Beneficiaries

South Africa is unique in that we have a quadruple burden of disease; communicable disease (HIV and TB), NCD’s,
maternal and child health and trauma and injury. This burden results in an increased prevalence of comorbidities and
convergence of communicable with NCD’s, especially as people age. South Africans over 60 are five (5) times more likely
to develop a chronic condition and 7.6 times more likely to develop multiple chronic conditions (Solanki, et al., 2019). The
costs also increase with age and chronicity, impacting the health systems ability to deliver holistic care. People over 60
with a chronic condition cost the health system 3.17 times higher than those over 60 without a chronic condition. This
increases to 5.52 times with multimorbidity (Solanki, et al., 2019). This finding is corroborated by the Council for Medical
Schemes (CMS) data indicating that 62.59% of costs were incurred on members aged 45 and above yet they make up a
third of the population (Council for Medical Schemes, 2024). Medscheme data further shows that 28% of members have
a chronic disease accounting for 76% of health expenditure. The graph to the right shows the percentage of principle
members and beneficiaries with a chronic disease by age band. Chronic prevalence increases to 65% for members over 65.
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Health systems are also not structurally equipped to support healthy ageing throughout the course of life given the focus
on vertical disease-based programmes with poor coordination of care across the different levels of care. Only 2.8% of
OECD country health budgets go to prevention and health promotion (Broom, 2022). The South African public system
is overburdened and struggles to provide efficient quality health care especially to the poor and those in rural areas while
the private sector spends 63% of its health expenditure on hospitals and specialists (South African Government, 2019;
Council for Medical Schemes, 2024). Additionally, chronic conditions are diagnosed late and are not well controlled. South
Africa’s focus on vertical programmes has promoted HIV management to the detriment of other diseases as shown by
a study in Kwa-Zulu Natal where 76.3% of patients with HIV were controlled, whereas 40% of those with elevated blood
pressure, 33% of those with TB and 6.9% of those with elevated glucose were controlled (Modjadiji, 2021).

South Africa’s relatively youthful population has not protected it from NCD’s. Instead, people are being diagnosed with
NCD’s younger propelled by social determinants of health like lack of education, food insecurity, unsafe neighborhoods
prohibiting healthy lifestyles, high levels of trauma and violence increasing stress and concomitant communicable
disease like HIV which increases risk of developing a chronic disease or exposes people to medication side effects
resulting in chronic disease (Modjadji, 2021). This is evident in Medscheme data where 12.7% of those less than 50 have
a chronic disease. These biological and health system challenges increase health expenditure and out of pocket spend
by individuals as medical schemes are unable to offer truly comprehensive cover and the public sector is unable to keep
pace with demand. Unfortunately, the most vulnerable in our society, such as the elderly, are the most impacted by these

challenges and the macro economics of South Africa have not set them up to absorb these financial strains.

Retire with confidence?

According to Sanlam, despite the official retirement age being
65, many need to work till 80 to retire comfortably (Mkhize,
2025). This has implications for individuals, households,
the health system and broader society. In 2022 the old age
dependency ratio for South Africa increased to 10 (Statistics
South Africa, 2025). This means for every 100 working-age
adults, 10 elderly people need support. There is broad variation
by population with black South Africans remaining consistently
at 7 while all other populations increase with increasing median
age, the highest old age dependency being in the white
population at 33 (Statistics South Africa, 2025). It is projected
that the old age dependency ratio will increase to 17 by 2050
(United Nations, Department of Economic and Social Affairs,
Population Division, 2024).

80% of people over 60 are not economically active with less
than 15% holding some form of employment (Statistics South
Africa, 2025). They are also reliant on pension and social grants
especially among female-headed homes and families are unable
to save for unforeseen situations (Statistics South Africa, 2025;
Sanlam, 2025). 14% of South Africans have medical scheme
membership and approximately 23% of this population is

people over 60 years but this decreases dramatically after 65,

especially for males, see graph below (Council for Medical
Schemes, 2024; Mntambo, 2025).
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The average medical scheme premium increased by
10.5% in 2025 with premiums ranging from R1 400 to R10
000 (Mntambo, 2025). These figures not only highlight the
unaffordability of medical schemes for the average South
African, corroborated by Sanlam Benchmark survey
respondents as a barrier to accessing medical schemes,
but the decline in medical scheme cover once one retires.

Not only are we ageing, getting sicker and having to
spend more on health, but we also need to work longer
to ensure sufficient savings for retirement, yet our health
does not enable this. We also lack the medical coverage
that could ease the burden on the strained public health
system instead we may be shifting the responsibility to
employers and society. Medical schemes looking to attract
the young to manage their age risk only manage their
short-to-medium risk, whether they look to the existing
private sector or the uninsured population. It is more
prudent to cast a longer-term view that looks at managing
health needs differently, as there won’t be many young to
attract in time, especially given our unemployment crisis
shrinking the pool of economically active individuals and
an aging in the overall population. We propose that an
investment in primary health care (PHC) and value-based
care (VBC) while leveraging existing resources will make
the health system more sustainable and lead to healthier
ageing.

The case for primary health care
and value-based care

The United Nations has named 2021- 2030 the
Decade of Healthy Ageing and aims to bring together
governments, civil society, private sector, academia,
media and professionals to collaborate on improving the
lives of older people, their families and the communities in
which they live throughout the course of life (World Health
Organization , 2024). This is a whole of health view and
not health merely as the absence of disease. It also alighs
to the need to tackle social determinants of health if we
are to achieve the Sustainable Development Goals and
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make healthcare sustainable, the goal of universal health
care (UHC).

PHC has long been seen as the model to achieving UHC
and a global priority since 1978 through the Alma Ata
Declaration (Hanson, 2022). PHC has different meanings
depending on the user; a healthcare delivery approach
that focuses on community based care opposed to
hospital based specialist care; coordination of care
across the healthcare value chain from community care,
hospital care, longer term care and other public health
interventions like health promotion; a benefits package
based on cost effectiveness or a combination of all the
above (Hanson, 2022).

Implementing PHC can protect families from financial risk
especially where it is free but even if paid for, by averting
the need for more expensive care that may require
higher amounts of out of pocket spend. PHC enables
chronic disease prevention and can be instrumental in
addressing social determinants of health and healthcare
expenditure. In LMIC it is projected that investing in PHC
could avert 64 million deaths and save health systems
costs e.g. an integrated women’s and children’s health
programme could generate monetary and health benefits
11.3 times the cost (Hanson, 2022). PHC is also an
expressed need of many South Africans with over 90%
accessing a PHC facility (public or private) as the first
point of care when ill (Statistics South Africa, 2024).
Additionally, South African households spend 1% of
their household expenditure on health and 89.5% of
that goes to funding out-patient care services (37.5%)
and medicines and health products (52%). Despite the
obvious benefits of PHC, global implementation has
fallen short of the mark due to lack of investment, a
continued focus on hospicentric care, inequitable access
and poor-quality care. The hospicentric Prescribed
Minimum Benefits (PMB) in the private healthcare
system that have not been reviewed in over 10 years is
a good example of the challenge to implementing PHC
in South Africa.
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As already alluded to, providing PHC without focusing on
quality is detrimental. The Lancet Global Health Commission
found that 8 milion people died in LMIC from treatable
conditions because of poor quality of care (Kruk, et al., 2018).
They note that poor quality of care is a “bigger barrier to
reducing mortality than insufficient access” and influences
utilisation of care by driving people away from PHC into higher
levels of care or spending out of pocket, negating the financial
protection that was intended (Kruk, et al., 2018; Nguyen, et
al., 2023). This is evident in South Africa where officially only
14% of South Africans having access to medical schemes
yet 22% of South Africans visit a private doctor or private
clinic first, meaning a fair amount are spending out of pocket
to avoid the public health system. VBC can be viewed as a
mechanism or vehicle to achieve improved quality of care in
primary care and beyond.

The overarching goal of healthcare delivery should be
achieving high value for patients with value defined as health
outcomes relative to cost (Porter, 2010). This implies among
other things that VBC is patient centric, improves efficiencies
in the system and delivers health outcomes while managing
costs. Of note VBC looks at cost not as a single event or
line item billed but total cost of care throughout the cycle of
care for a patient. Outcomes likewise should be measured
longitudinally, from the patient perspective and reported
publicly. We can easily miss the revolutionary thinking VBC
brings if we limit it to changes in reimbursement of providers.
VBC is a whole system shift that requires all stakeholders to
reorientate their approaches; meaningful public engagement
to ensure we provide health services and measure outcomes
that matter most to patients, policy makers and funders
must rethink cost management approaches and encourage
innovation, a change in how costs are calculated from unit
based to outcomes based, provider reimbursement models
that reimburse for value instead of fee for service, health
technology systems able to capture a robust range of
metrics, data analytics that gives true insights and not merely
statistics, health benefit design aligned with healthcare need, a
commitment to stop funding non-value adding health services
and a health system invested in continuous deep learning. An
investment in PHC and reorientation to VBC is not an easy shift
but in there lies the opportunity for the private sector to really
deal with the risks it faces from an ageing population, within
and without. A pragmatic response to our health challenges
acknowledges that addressing direct health issues alone will
not get us where we need to go. We need to leverage our
collective resources to address social determinants of health
more holistically.

The social compact

The WHO defines social determinants of health as “non-
medical factors that influence health outcomes. They are
the conditions in which people are born, grow, work, live,
and age, and the wider set of forces and systems shaping
the conditions of daily life” (Scott , et al., 2017). Five
domains are classically described; education access and
quality, economic stability, social and community context,
neighborhood and built environment and health access and
quality ( U.S. Department of Health and Human Services,
Office of Disease Prevention and Health Promotion, n.d.).

In the 2017 South African Health Review, Scott et al identify
poor housing, inadequate water and sanitation, neoliberal
policy resulting in unaffordable healthy food, alcohol and
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substance abuse, social exclusion, gaps in education,
job insecurity and urban environments not conducive to
exercise as being key social determinants of health leading
to premature death in South Africa (Scott , et al., 2017).
These are not all issues any health system can address
alone but need the whole of society and other sectors to
collaborate, a social compact. This is a role we believe
the private sector through insurers, medical schemes
and health administrators, can step into. Some practical
examples include:

Data sharing across the value chain to inform solutions,
develop tailored workplace benefits, risk-rated health
interventions, and more accurate financial planning. This
will further enable all parties to compete in the market on
value rather than price

Using strategic procurement to encourage providers to
invest in closing broader health system infrastructure gaps
such as rural development and elder social housing in state

Reducing duplication of health expenditure by better
mapping where insurance and medical schemes may
be duplicating costs for a cohort, within the confines of
existing legislation

Using market dominance and influence to advocate for
public health policy that enhances access to a healthy
affordable food basket and changes in outdated legislation
like the PMB’s

Using rewards programmes to address food insecurity and
increase health benefits

Using corporate social responsibility for projects that
directly strengthen the health system such as infrastructure
support (facilities, housing), water and sanitation projects or
improving the availability of green spaces in lower income
neighborhoods

Allocating skills development spend to increase human
resources for health training and getting involved even at
the level of basic education to support health literacy

The private health system exists as part of the broader
health system. It cannot afford to continue solving private
sector problems in isolation of the public sector. There is an
interdependency we must encourage as medical schemes
and private sector sustainability depend on broader society
health and the broader society needs the capital and
innovation the private sector can provide. An ageing medical
scheme environment is an opportunity for the private sector to
develop new scalable outcomes based PHC and VBC models
that can be applied to the broader health system to promote
healthy ageing throughout the course of life. The private sector
must not relegate their role to growing individual businesses
and medical schemes but must embrace a growth mindset
that seeks to grow the whole system to truly reach an age of
confidence.
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Workplace burnout and financial stress

A holistic approach to employee health
and retirement well-being

Mbali Khumalo

Managing Director: Simeka Health
Sanlam Corporate

Workplace burnout

and financial stress
have emerged as
critical challenges in
organisations, affecting
employees’ well-being,
engagement, and
long-term retirement
security.

This paper explores the
interrelated nature of
chronic conditions caused
by these stresses and
their long-term impacts,
and offers a holistic
framework to enhance
overall employee health
and retirement well-being.

Burnout Trends

Sanlam Corporate Wellness 2024/2025 data shows that burnout is
primarily driven by personal stressors such as stress, anxiety, partner/
spouse issues, and bereavement, as well as workplace challenges. High
workloads, combined with presenteeism and work dissatisfaction, leave
employees with little opportunity to rest and recover. This excessive
workload makes them feel as if they have no control, leading to mental
disengagement, growing negativity and cynicism, which ultimately
intensify exhaustion and erode the joy of working.

Burnt-out employees reported a range of negative outcomes, including
diminished creativity and innovation, increased errors due to reduced
attention, and heightened conflict and cynicism in interpersonal
interactions. They also experienced lower productivity, suffered from
poor physical and mental health, faced disruptions in personal and
family life, encountered financial strain from inadequate support, and
often neglected their own personal needs.

Financial Stress as a Compounding Factor

Financial stress amplifies workplace dissatisfaction and overall well-being
issues. It contributes to mental health decline, fuelling anxiety, depression,
and sleep disorders — triggering physical ailments such as hypertension
and heart disease. Moreover, it reduces productivity by diverting focus
from work and heightening absenteeism, which exacerbates retirement
insecurity by undermining financial planning and savings.

Burnt-out employees reported a range of
negative outcomes, including
diminished creativity and innovation,
increased errors due to reduced attention
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Corporate Wellness data analyses reveal a stark contrast
between burnout and financial stress

According to Graph 1, 98% of burnout issues have a severe-to-significant impact on productivity, affecting individual
well-being, as well as team performance and overall organisational success.

In contrast, Graph 2 illustrates that 91% of financial issues are rated as having only a moderate-to-negligible impact
on productivity. However, financial stress still led to significant personal challenges. These included low self-esteem,
despair, insomnia, depression, anxiety, relationship difficulties, social withdrawal, various medical concerns, and
unhealthy coping mechanisms, such as high alcohol consumption.

Burnout: Financial Issues:

Problem work Impact analysis

1.7%

Problem work impact analysis

1.8%

7.7%
Severe Severe
18.7% .
Significant Significant
76.6% Moderate 71,8% Moderate
Negligible/Proactive Negligible/Proactive
Graph 1 Graph 2

Thriving at work defined as growing, developing, and feeling energised, depends on removing obstacles that hinder
meeting basic needs. Financial problems, particularly debt, adversely impact mental health by fostering anxiety,
depression, and reduced resilience, especially when employees face constant pressure from collectors. Moreover,
the burden of debt can make accessing mental healthcare more challenging, leading to untreated disorders. Although
managing debt is difficult, seeking both emotional and financial support can improve one’s mental state and lower
the risk of suicidal thoughts.

The Sanlam Corporate 2025 consumer study also reflects a concerning financial burden trend among the participants,
citing a high number of participants using their Two-Pot emergency savings withdrawals to pay off debt. This is an
indication that debt remains a priority burden for members, as can be seen in Graph 3 below. While financial stress
is a health hazard, participants were opting out of medical aid citing affordability as the main reason (see Graph 4).
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The Intersection of Burnout and Financial Stress

When workplace burnout combines with financial stress, the impact on employee well-being is severe. This dual
strain makes employees feel trapped in unsustainable work environments, depleting their energy to combat burnout.
Consequently, organisations face increased turnover, lower employee engagement, and accelerated deterioration in
physical and mental health, all of which drive up costs and reduce overall productivity.

Chronic workplace burnout and financial stress can lead to a range of both mental and physical health conditions.
Some of the key chronic conditions and issues that have been linked to these stresses include mental health disorder,
cardiovascular diseases, metabolic issues, musculoskeletal disorders and immune system dysfunction.

Medscheme’s Medical Scheme data analysis to investigate the potential impact of burnout and financial stress on the
population, highlights that the age group 35-54 has the largest increase in chronic prevalence, and in the age group
65 and over, 3 out of 4 individuals have a chronic disease.

Graph 5 indicates that although hypertension is most common in individuals over 65, many cases begin during the
key working years (ages 25-34 and 35-54). This suggests that workplace burnout and financial stress may significantly
contribute to the development of hypertension over the course of one’s career.

Chronic profile
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Graph 5
For chronic individuals between the ages of 55 and 64, 50% of this population have had a chronic condition for longer
than five years. What is more interesting is that when focusing on the work-life stage 34-44, 31% have had a chronic
condition for longer than five years.

Post-Covid observations indicate that stroke admissions have risen notably in the 20-34 and 35-54 age groups, likely
due to the compounded effects of the Covid-19 aftermath, workplace, and financial stress. Among main members
aged 20-34, there was a substantial spike in stroke events post-Covid-19, with only a slight decrease in 2023 and
2024, suggesting sustained stress impacts even in populations without traditional chronic conditions. Meanwhile, the
35-54 age group has experienced consistent growth in stroke rates, with a 5.1% increase in 2024, emphasising that
stroke events can act as catalysts for developing chronic conditions. (See Graph 6.)
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A Holistic Approach:

Strategies for Enhancing Employee Health and Retirement Well-Being

A holistic approach to bolstering employee health and retirement well-being requires tackling both the symptoms
and root causes of stress and burnout. This strategy involves financial wellness initiatives, mental health and stress

management, organisational culture and systemic change and integration of health and financial benefits. Together,
these measures create a supportive environment that addresses both immediate needs and long-term well-being.

Implications for Retirement Well-Being

Workplace burnout and financial stress keep the body in constant “fight or flight” mode, exposing it to prolonged
levels of stress hormones that damage various bodily systems over time. This not only reduces quality of life but
also undermines long-term retirement well-being. Addressing these issues is essential for both immediate health
improvements and for preventing chronic conditions in the future.

According to the Sanlam consumer study of 2025, participants across all age and income groups identified retirement
savings as their top need from their employer, with medical cover coming in a close second. (See Graph 7.)
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Graph 7

Organisations that invest in comprehensive wellness strategies demonstrate a commitment to the long-term prosperity
of their workforce, which is crucial for attracting and retaining top talent. A holistic approach integrating mental health
support, physical well-being strategies, and financial literacy can mitigate these risks. Such a strategy not only boosts
current employee health, but also encourages proactive retirement planning, helping employees save and maintain the
health needed for a productive post-retirement life. In doing so, both employees and organisations stand to benefit
from a more engaged, resilient, and financially secure workforce. By addressing these issues in unison, organisations
can create a supportive work environment that not only mitigates present challenges but also fosters long-term well-
being and retirement readiness.
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Advanced Specialist: Specialist Strategy Medscheme Holdings

AfroCentric

The South African
healthcare landscape

in 2025 is anything but
predictable. With significant
changes unfolding daily,
stakeholders across the
sector are navigating
complex challenges,

from policy shifts to
economic pressures. The
implementation of the
National Health Insurance
(NHI) system looms ahead,
adding uncertainty to an
already evolving industry.

At the same time, the Government of National Unity is making bold
moves with young doctors struggling to find employment, while
hospitals remain understaffed and South Africans face a rising cost
of living that impacts their ability to access and afford healthcare.

Globally, decisions made outside our borders are also affecting
us. As an example, the United States’ withdrawal from the World
Health Organization (WHO) and its funding cuts for global healthcare
programmes have serious implications for South Africa’s health
initiatives, particularly within the public sector.

The Importance of Strong Partnerships

In times of such flux, the need for strong, innovative partnerships in
healthcare has never been greater. While forward-thinking collaboration
is essential, it is equally important to reflect on past partnerships,
drawing valuable lessons that can shape sustainable, effective
healthcare alliances.

From my experience, successful healthcare partnerships — whether
large-scale or small — must be built on clear strategic objectives,
following a thorough planning, strategy-setting, and gap analysis
process. Below are key considerations when evaluating potential
partners, whether public-private or private-private partnerships or
simply partnerships between smaller entities:

1. Synergies: Aligning Strengths for Greater Impact

® [dentify partners who can complement your expertise and fill
knowledge gaps.

® Ensure their values and market positioning align with yours.

® Assess whether they can enhance your efforts and help realise
your value proposition.

e Check for alignment with your strategic objectives.

PAGE 63



BENCHMARK SURVEY 2025 Insights

2. Culture: A Shared Commitment to Quality Care

® Determine whether the patient or member experience is a core priority for them.
® Assess their culture of accountability — do they follow through on commitments and prioritise delivery?

® Consider their approach to innovation. Are they forward-thinking, or do they adopt a fast-follower model? Are they
conservative in new models? Review which approaches best align with your needs.

® |s there a focus on ethics?

3. Outcomes: A Focus on Value-Based Care

e | ook for partners committed to holistic and specifically measurable outcomes.

® Ensure that they prioritise value-based care, balancing financial, clinical, and patient experience outcomes as
required for the initiative.

® Determine whether they already have some measurable results to indicate a proven track record.

4. Technology and Digital Health as an Enabler

® FEvaluate how they have embraced and utilise digital health solutions.

® Review their data and analytics capabilities. If developed enough, do they utilise these effectively for data-driven
decision making?

5. Sustainability and Long-term Impact

® |s this partnership financially sustainable, based on financial standing and alignment of both entities?

® Are appropriate registrations and regulatory compliance in place?

As South Africa’s healthcare sector navigates significant transformation, the power of strong, strategic partnerships
cannot be overstated. Whether through digital health innovations or public-private partnerships, effective partnerships
have the potential to reshape the industry for the better.

Success lies in aligning with partners who share a vision for sustainable, patient-centric, and value-based care. By
prioritising synergies, cultural fit, measurable outcomes, and long-term impact, healthcare stakeholders can build
collaborations that endure beyond policy shifts and economic challenges.

Now more than ever, collaboration is not just an option but a necessity to ensure sustainable, adaptable, and robust
healthcare initiatives to better the health of all.
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A Strong and Evolving Partnership in
Arthroplasty Global Fee Programmes

Since 2013, Medscheme has partnered with Improved Clinical Pathway Services
(ICPS) and JointCare- leading suppliers of Arthroplasty Global Fee Programmes.
When global fees were new to the funder space, these partners helped shape, refine,
and scale their impact.

These programmes optimise patient care through structures that include:

Pre-operative patient optimisation in consultation with the operating surgeon
Managing authorisations
Coordinating reimbursements

Monitoring and reporting on outcomes.

Key Outcomes

National provider network serving members across multiple schemes

Excellent clinical results: near-zero specialised bed use, low complication and
readmission rates, and a 2,5-day average length of stay

Financial efficiency, with carve-outs below 2%
Predictable costs and savings for schemes

94% of members surveyed indicated they would recommend the service (PREMS:
Patient Reported Experience Measures).

Ongoing Innovation

This partnership has introduced same-day arthroplasty procedures and a revision
global fee model, and has expanded into day facilities. A unified provider network
further streamlines care. With a solid track record, this collaboration is now supporting
the development of new value-based care models in other clinical areas.
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Optimises Member Outcomes and

Contains Costs

Dr Nicholas Downey
Medical Advisor Medscheme
Afrocentric

Cancer’s toll extends
far beyond the ledger.
Its economic burden is
matched by profound
social costs. The 2023
Council for Medical
Schemes (CMS) industry
report listed treatable
breast cancer as the
third most costly Drug
Treatment Pair (DTP)
condition, costing South
African medical aid
schemes R2,6 billion.

Effective oncology care hinges on timely diagnosis, seamless coordi-
nation of benefit entitlements, and judicious use of resources. Evidence
to date supports an association between the timely commencement
of cancer treatment and improved survival, with delayed initiation of
treatment indirectly driving up costs (Lindhorst, 2021). However, a
key challenge to timeous care is access to care and benefit illiteracy.

The 2025 Benchmark Consumer Survey reveals that lower-income
members (< R 10 000/month) are more likely to be not covered or only
partially covered, and only one third reported a clear understanding
of their plan benefits. (See Tables 1 and 2.) These gaps can translate
into delayed benefit registration, underutilisation of in-basket services,
and unplanned inpatient admissions.

Survey Snapshot: Coverage and Benefit Literacy

Monthly Net Not Partially Fully
Income Covered Covered Covered

< R10 000 28% 40% 32%

R10 000-R20 000 16% 35% 49%

> R20 000 8% 38% 54%

Table 1: Coverage by income band, Benchmark Consumer Survey 2025.

Monthly Net Good Fair Poor
Income Literacy Literacy Literacy
< R10 000 34% 58% 9%
R10 000-R20 000 49% 50% 1%
> R20 000 66% 31% 3%
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The 2019 Health Market Inquiry (HMI) report, published
by the Competition Commission, concluded that many
members of South African medical schemes do not fully
understand the product they are purchasing. Contributing
factors to consumers’ problematic understanding of the
current benefit option environment were a lack transparency
and unnecessary complexity. When access to information is
problematic, either because information on price and quality
parameters is not available, is insufficient, or because there
is a significant gap between the information available on one
side of the market compared to the other, there is a danger
of the market not providing competitive outcomes but rather
providing outcomes that, on balance, benefit the supplier.

In this article, we describe how structured care-coordination
services, offered in some form under most medical aid
schemes, bridge these gaps, unlocking Prescribed Minimum
Benefit (PMB) entitlements efficiently and reducing overall
oncology spend.

The Oncology Benefit

The oncology benefit typically covers diagnosis, active
treatment, and post-treatment care, but it is split into two
components:

e PMB Benefit: Unlimited cover for Diagnosis Treatment
Pairs (DTPs) officially recognised as PMB, provided
the cancer is “treatable” under the Medical Schemes
Act and the therapy is considered PMB level of care
(i.e. aligns with public sector protocols or is broadly
available).

* Non-PMB Benefit: Annual limit that is replenished each
year, varying by plan tier. Once this limit is reached,
PMB-eligible claims continue to be fully covered,
while non-PMB treatments require co-payment or
discretionary funding.

Lower-tier plans offer only PMB benefits, whereas higher-
tier options include both PMB and non-PMB entitlements.
Some schemes also allow cost-effective exceptions, partially
funding certain non-PMB treatments to extend access with
a co-payment.

Adding to the benefit lliteracy is the complexity brought
about by PMB determination of the cancer itself. This
involves multiple steps:

1. Confirming a DTP condition -The diagnosis must
match a formally approved Diagnosis Treatment Pair,
for example “malignant melanoma of the skin — treatable”.

2. Verifying treatability — Solid-organ cancers qualify
only if they meet the Medical Schemes Act’s criteria
(no adjacent-organ invasion, no distant metastases, no
irreversible organ damage, or a demonstrated five-year
survival > 10%).

2. Matching the therapy —-The requested treatment, such
as surgery, radiotherapy, or chemotherapy, must be
listed as a PMB therapy and align with public or locally
accepted guidelines.
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This complexity can confuse members and providers alike,
making it difficult to access benefits promptly. This is where
oncology care coordination can be of benefit.

Oncology Care Coordination

Care coordination is defined as deliberately organising
patient care activities and sharing information among
all of the participants concerned with a patient’s care to
achieve safer and more effective care. This means that the
patient’s needs and preferences are known ahead of time
and communicated at the right time to the right people, and
that this information is used to provide safe, appropriate, and
effective care to the patient (McDonald, 2007). Published
evidence demonstrates that oncology care coordination
results in measurable cost savings.

A nursing-centre analysis found that care-coordinated
patients experienced a mean monthly cost reduction of
US$429 per patient compared to non-coordinated controls,
with savings ranging from US$209 to US$708 per patient
per month, driven primarily by reduced inpatient visits
(Nursing Center). A broader review reported that care
coordination programmes achieved a 4 percent reduction
in total cost of care, alongside a 4 percent lower rate of
emergency department visits and a 2 percent lower rate
of hospital admissions (National Navigation Roundtable). By
guiding members through covered services and minimising
high-cost inpatient episodes, care coordination preserves
clinical guality while containing scheme spend and improving
the patient’s journey.
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An example of how care coordination can transform the patient’s journey is seen in medical schemes where coordinators
can assist members from registration and authorisation of treatment to monitoring of outcomes.

Programme Registration: Ensuring early enrolment on the scheme’s oncology programme.
Authorisation Management: Liaising with providers and schemes to fast-track diagnostics and treatment approvals.
Network Navigation: Directing members to in-network specialists and facilities to maximise in-basket cover.

Treatment Monitoring: Tracking each member’s pathway, flagging deviations from PMB protocols, and initiating appeals
for off-basket therapies when clinically justified.

Recording patient-reported outcome measures (PROMs): PROMs are a critical component of assessing whether
clinicians are improving the health of patients. For example, patients might be asked to assess their general health, ability
to complete various activities, mood, level of fatigue, and pain. In coming years, patient-reported measures are expected
to play a more prominent role in assessing performance and determining the comparative effectiveness of different
treatments, in part because of a growing emphasis on patient-centred care and value-based payment approaches.
The benefits of utilising patient-reported outcomes were demonstrated by Rocque et al. (2022) where remote symptom
monitoring (RSM) was compared to control. Remote symptom monitoring was shown to be durable and resulted in fewer
hospitalisations (22% of participants in the RSM group versus 35% of participants in the control group at 6 months),
as well as Intensive Care Unit (ICU) admissions (1% of participants in the RSM group versus 5% of participants in the
control group) over the 6-month study period. Care coordinators monitor symptoms, are alerted to any deterioration and
guide the member through the appropriate management pathway aligned with their benefit option, improving survival
and reducing costs. (See Figure 1)

How care co-ordination improves patient outcomes and contains cost
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The 2025 Benchmark Survey reveals that lower-income respondents face significant
coverage gaps and low benefit literacy. This is not unique to these respondents but
is a broader health system challenge that results in delayed access to oncology care.
By transforming dense policy documents into clear, personalised action plans, care coordination
breaks down these barriers, prevents unnecessary inpatient admissions, and keeps treatment aligned
with scheme entitlements. When fully embraced, coordinated care not only bridges the literacy gap
but also drives measurable cost savings and improves member outcomes.
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After a long delay
caused by changes
to accounting
standards and some
system gremlins, the
Council for Medical
Schemes (CMS)
recently released
the 2023 financial
performance details
of the industry.

The pandemic’s pent-up demand cycle

The industry’s overall relevant healthcare expenditure ratio (contributions
vs claims paid) deteriorated again between 2022 to 2023 from 93.85%
t0 95.88%, and the still steeper-than-usual 2025 contribution increases
took many by surprise, but they had been a long time coming.

The pandemic created a bubble of pent-up demand. While COVID-19
related hospital admissions surged in 2020, overall costs for hospitals
(-8.4%), surgical specialists (-7.3%), anaesthetists (-5.6%), medical
specialists (-2.2%), GPs (-10.1%) and dentists (-7.2%) declined as
patients avoided elective medical procedures, day-to-day healthcare,
and preventative screenings along with potential exposure.

The overall reduction in claims led to a sharp increase in scheme
reserves. Schemes aiming to provide members some financial relief
due to COVID’s economic impact, implemented reduced, delayed
and/or staggered contribution increases. A few schemes implemented
CMS-exempted partial or full contribution holidays, and Medihelp even
reduced its contributions by 0.45% to assist members.

This contribution reduction in 2022 eventually led to Medihelp’s
contribution increase of 15.97% in 2024. The increase was needed to
rebalance the scheme’s falling reserves and surging claims in the face
of pent-up post-COVID demand. Medihelp reported experiencing a
surge in HIV and oncology cases during 2023, but it was not alone.

Several schemes reported claims increases for the treatment of
conditions whose prevention, early detection and adherence to
treatment were susceptible to interruption during the pandemic. Mental
health was another condition that deteriorated during and since the
pandemic, yet the telemedicine solutions that gained traction during
the pandemic remain attractive for their more flexible and confidential
setting.

Fortunately, Medihelp’s 10.8% average increase for 2025 shows a
return to industry averages, with the scheme having noted its increased
managed care activity to manage high-cost claims events.
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Growth amid consolidation

Although the number of schemes in the industry nearly halved over the last 20 years to 71 schemes, the number of
lives covered increased by 36% to 9,1 million over the same period.

Discovery Health Medical Scheme (Discovery) started its growth path in the mid-1990s, but it’s the growth in the
Government Employees Medical Scheme (GEMS), a restricted scheme launched in 2006, that has had the biggest
impact on expanding the industry’s overall membership.

The GEMS growth trajectory has been buoyed by a generous contribution subsidy provided by government for its
employees electing to join GEMS. The subsidy prompted the migration of government employees from open schemes
as well as those employees previously without medical aid cover to GEMS. See table for industry impact.

Beneficiaries All open Discovery All restricted GEMS
(lives) covered schemes (open) schemes (restricted)

2003 4,7 million 1,4 million 1,95 million Started 2006 6,7 million
2023 4,8 million 2,8 million 4,3 million 2,3 million 9,1 million

GEMS single-handedly drove the 2023 year-on-year industry expansion with an increase of 131 422 beneficiaries
compared to the overall industry growth of only 88 194 (including the GEMS increase).

Total

Average age (beneficiaries)

\

O
-

2008 2013 2018 2023
—— GEMS e Closed schemes excl. GEMS

Discovery e Qpen schemes excl. Discovery

Time waits for no-one

What a difference 20 years can make. Both GEMS and Discovery initially grew with great fanfare and attracted lots of
young and healthy lives over the years. The migration had quite an impact on the demographics of especially open
schemes.

In 2023 Discovery’s average age was 36,08 years — still slightly less than the open scheme average of 36,27, but
above the overall industry average of 34,17. Discovery’s 2024 annual financials report an average age of 37,59. Father
Time has impacted even Discovery.

GEMS by contrast is a sprightly 31,34 years old on average, but its higher dependant ratio of 1,66 (vs Discovery’s
0,88) helps GEMS stay youthful.

The average age of a medical scheme risk pool is a key metric to monitor as is the average cost per annum (which
was R26 404,79 per beneficiary in 2023) is exceeded on average by those over the age of 44, climbing rapidly to an
average of R49 379,22 per beneficiary aged 60 to R90 000,50 per average beneficiary per annum for those aged
between 80 and 84 years
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Affordability

The graph below shows some interesting trends. Most notable is the dip in membership between the late teens and
the resurgence in membership in what’s affectionately known as the pregnancy bump. More female than male adults
have medical aid coverage, indicative of greater healthcare needs during pregnancy, but this trend persists until an
advanced age although to a lesser degree.

Since 2017 there has been a notable increase in older children covered; however, it’s the growing delay in seeking
medical aid cover between 2017 and 2023 for those between the ages of 25 and 40 that contributes to ageing risk pools.

Age and gender on medica aid
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The recommendations of the Competition Commission’s Health Market Inquiry outlined several factors impacting
affordability in the medical schemes industry, from supplier-induced demand to instances of market concentration, as
well as regulatory constraints such as the Prescribed Minimum Benefits, which create a high price-point floor for entry.

Two policy documents were recently released for comment, i.e. draft regulations for the collective determination of
tariffs, coding, formularies, etc. in the healthcare sector, as well as the Low-Cost Benefit Option (LCBO) report. These
are being hotly debated. There’s never a dull moment in the medical schemes industry.

Migration habits of the lesser spotted surgeon

On a lighter note, sometimes medical schemes industry stats can reveal surprising trends. Ask yourself, when would
be the best time to run into surgeons on the beach?

All schemes - Relevant healthcare expenditure ratio 2023
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Easter and December holidays! Aren’t stats interesting.
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March 2025 marked an
exciting milestone with the
launch of Health Rewards
by Sanlam for Fedhealth
Medical Aid members

- a Health and Wellness-
focused new rewards
programme tailored
exclusively and offered for
free to Fedhealth members.
This initiative, born from

a partnership between
Medscheme and Sanlam
Fintech, represents a
significant step forward in
offering members a market-
competitive, health-focused
engagement platform.

Health Rewards combines essential elements of wellness education,
incentivisation of key health activities, and gamification to deliver a
rewards programme that is effective and engaging for members. Early
feedback indicates that members are responding positively — proof
that the concept is already delivering on its promise.

In South Africa’s current competitive medical scheme industry, a
compelling health rewards programme is a key element in offering
members a holistic experience. In fact, the 2025 white paper by Truth
and BrandMapp revealed that 82% of South Africans participated in
loyalty programmes in 2024 — a 6% increase from the previous year.
Such programmes not only enhance member retention but also alle-
viate financial pressures amid rising living costs.

A main driver behind a medical scheme offering a rewards programme
is that it contributes greatly to member engagement. This, in turn,
facilitates the collection of valuable health data, enabling the early
identification of high-risk individuals and their referral to appropriate
disease management programmes. Health Rewards is also strategi-
cally designed to promote positive behavioural change and engage
younger, digitally engaged members who will improve the scheme’s
demographic profile and long-term sustainability. Furthermore, the
programme enables positive and frequent touch points with members,
helping them keep health and wellness top of mind. By promoting
healthier lifestyles, the programme helps reduce healthcare costs,
improve outcomes, and increase member engagement — aligning
directly with the goals of Managed Care.

Accessible, Engaging, and Effective

Health Rewards has been integrated directly into the Fedhealth Member
App, ensuring ease of access for all eligible members at no additional
cost. Since the start of 2025, Fedhealth has already recorded an uptick
in app downloads — a promising sign of growing engagement.
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The platform is intentionally easy to use, with no complex tiering or points systems. As of May 2025, more than 4 200
Fedhealth members are already actively engaging with the platform — a steadily growing figure that confirms the strong
demand for a relevant, user-friendly rewards solution. Notably, the FlexiFED Savvy option (with an average beneficiary
age of 27) has emerged as the most engaged, highlighting the programme’s appeal to younger members.

As it currently stands, the programme consists of four main categories:
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Weekly Wellness Rewards

Every week, members have the opportunity to complete a short, dynamic, health-focused quiz, based on topical
educational content, for a chance to spin the digital rewards wheel and win vouchers from popular retailers like
Bootlegger, Dis-Chem, and Mr D. The platform uses gamification techniques such as a visible completion streak to
encourage ongoing participation and encourage healthy habits.

Annual Rewards

Members have the calendar year to complete four key health activities, namely a Smoking Pledge, Mental Health
Questionnaire, Lifestyle Questionnaire, and Health Risk Assessment (HRA). Upon completion of the four activities,
members qualify for a guaranteed R400 voucher from their choice of partner, including Dis-Chem, Sportsmans
Warehouse, and Cape Union Mart. According to Truth and BrandMapp, South Africans prefer tangible, cashback-style
rewards — a sentiment echoed by the Fedhealth members who redeem a high 90% of their Annual Rewards.

An HRA is a screening tool that helps members identify and understand their health risks and monitor their health status
over time. An HRA usually includes questions in the following areas: demographic characteristics, lifestyle behaviours
(exercise, eating habits, alcohol and tobacco use), emotional health and physical health. Historically, HRA participation
among Fedhealth members has been low. The introduction of Health Rewards has reversed this trend — comparing
the year-to-date number of HRAs completed in 2024 versus 2025, a 117% increase can already be observed. More
members who proactively engage in health checks is an essential step towards preventive care.
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Mental health remains a prominent priority for medical schemes. The CMS Industry Report for 2023 reported a 13.48%
increase in mental health admissions from 2022 to 2023. Health Rewards directly addresses this concern, with the Mental
Health Questionnaire helping to identify at-risk members for referral onto appropriate care programmes. Encouragingly,
mental health assessments have seen a notable uptick post-launch.

Always On Benefits and Sanlam Deals

Health Rewards members also have access to discounts from selected large travel, entertainment, and fitness brands.
Discounts on selected Sanlam financial and health insurance products are available too, further enriching the member
value proposition.

The Road Ahead

This is only the beginning. The long-term vision for Health Rewards extends beyond member incentives. Future devel-
opments include transforming the platform into a personalised, goal-driven engagement platform, offering tailored,
experiential rewards for specific member cohorts. These envisioned continued enhancements will ensure the platform

remains on top of digital health innovation.
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