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Abstract 

The purpose of this research is to assess the true value of u-commerce and to 

address the problem of adoption. The case research analysis the u-commerce 

implementations of Discovery Health, a leading South African medical scheme 

administrator, to uncover sources of value and lessons learnt which inform a 

proposed strategy framework. The findings suggest that strategies focusing on 

operational efficiencies alone yield marginal value. Strategies should instead focus 

on solutions that improve the quality of complex decisions by all actors in the value 

chain by focus attention on context-rich information while simultaneously conserving 

attention where interactions are mundane and trivial. U-commerce achieves this by 

matching the electronic channel, user-interface and information density to the 

space/time context of the process actor seamlessly and intuitively as they traverse 

their personal work.flow. Implementation threats are rooted in the technology and 

cultural readiness of the firm and the market. Appropriate leadership, culture and 

structure are shown to be critical success factors. 
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1 Orientation 
This purpose of this chapter is to provide a clear understanding of the objectives of 

the study and to fully orientate the reader prior to delving into the details of the 

foundation of the study, literature review, research methodology, research results and 

finally the discussion, conclusions and recommendations. It begins by introducing uu­

commerce" as the central theme and discusses the scope of the research, the 

societal importance and focus as well as the environment in which the study took 

place. Finally the chapter ends with the broad plan that was followed to conduct the 

research. 

1. 1 Introduction 

The world continues to shrink. People are able to engage with each other across the 

globe in ever-increasing degrees of richness. Our growing instant gratification 

society demands access to services "when they wanr and "'where they wanr. In 

contrast to other resources or utilities, the more people use the internet the more 

valuable it becomes. As a result, power shifts. Distribution dynamics change 

dramatically in this new world. In the past, traditional intermediaries such as 

wholesalers, distributors and retailers added value by breaching the separation of 

time, space, information and discrepancies in quantity and assortment which existed 

between buyers and producers. Watson, Pitt, Berthon & Zinkhan (2002) argue that 

consumers find themselves in markets which are evolving from physical 

marketplaces to virtual marketspaces (websites on the internet) to u-space. In these 

virtual spaces buyers and producers breach many of these discrepancies 

themselves, giving rise to new opportunities for producers and increasing bargaining 

power for buyers. As Bothma (2005) succinctly states, '[t]he impulse to buy and the 

purchase itself used to be separated by a combination of physical and mental 

barriersn. A novel feature of yesterday. Extinct in the u-space of tomorrow. 

This evolving new order drives a transition from the traditionally geography-driven 

firm to what Watson et al (2002) refer to as the network-driven firm. As a collection of 

stakeholders, the network-driven firm, is able to co-ordinate their activitles through 

the exchange of electronically-mediated messages to achieve greater efficiencies 

and effectiveness in the production and/or deployment of services to their collective 

end-customer. Collaboration of this nature is critical if firms wish to compete for that 

ever-diminishing slice of scarce attention that consumers have left to otter - to be 
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there, ubiquitously, intuitively and relevant, in that split second when need and 

attention converge on the same space and time. When they achieve this, they are 

fulfilling the vision of u-commerce. 

What is u-commerce? Its prefix derives from the word 'ubiquitous'. As a recent 

architectural innovation, it integrates various forms of commerce in a manner that 

provides a highly personalised, integrated, uninterrupted, 'always connected' 

relationship between transacting stakeholders (Galanxhi-Janaqi & Nah, 2004). It 

spans traditional brick-and-mortar commerce, e-commerce, mobile, wireless, voice 

commerce, silent, television commerce and telematics. Watson et al (2002) define it 

as the use of networks to support personalised and uninterrupted communications 

and transactions between a firm and its various stakeholders in a manner that is 

ubiquitous, universal, unique and in unison. 

Galanxhi-Janaqi & Nah (2004) propose that the nature of u-commerce value is to be 

derived from improved operating efficiencies, enhanced customer services, increased 

service personalisation, realising continuous supply chain connectivity, continuous 

interactivity and opportunities for new innovation. At a macro-level, they also 

propose that the impact of u-commerce on an economy is to remove the friction from 

the exchange process and allow for greater fluidity and efficiency. 

The problem however is that most organisations, unaware of the u-commerce 

concept, have inevitably taken a parochial view of the components that makes up u­

commerce. As a consequence the individual components of u-commerce evolve 

organically and separately without direction from an informed and holistic strategy 

that could ultimately yield the true value of u-commerce. Galanxhi-Janaqi & Nah's 

(2004) research supports this view on a global scale. They state that "a great deal of 

research effort is required to realise the complete vision of u-commerce and to 

understand its implications" and is further illustrated by their suggested areas of 

funher study: 

• Assessing the true value of u-commerce 

• Adoption strategies for u-commerce 

• The implications of privacy, trust and security 

• The rate of u-commerce technology innovation and adoption 

Although the healthcare industry is no stranger to electronically mediated business 

processes, the idea of u-commerce is far from pervasive. Furthermore, the 
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healthcare industry suffers many of the market inefficiencies that u--commerce is 

hoped to address and therefore is likely to be fertile ground for demonstrating the 

true value of u-commerce. 

1.2 Objectives 

The objective of this study is to further the research performed by Galanxhi-Janaqi & 

Nah (2004) by focusing on their first two suggested areas, i.e. assessing the true 

value of u-commerce and exploring the adoption strategies for u-commerce. 

1.3 Scope and Focus of the Study 
The study of u-commerce is applied to the real life challenges facing the South 

African healthcare industry in an attempt to make the assessment of value tangible 

and the strategy implementation prescriptions relevant. Furthenmore, the study takes 

the healthcare administrators perspective on the industry. Given their scale of 

economy, bargaining power and positioning as an agent of the healthcare funder and 

associated members, places them in a unique position of being able to potentially 

impact the healthcare industry in a significant way through an appropriate u­

commerce strategy. 

Other emerging issues on privacy, trust, security and the current trends of u­

commerce technology raised by Galanxhi-Janaqi & Nah (2004) will be explored 

through literature review, but the research will set out to answer the specific research 

questions listed in the chapter on Research Methodology. 

1.4 Importance of the Study 
Galanxhi.Janaqi & Nah (2004) suggest that the impact of u-commerce on an 

economy is to remove the friction from the exchange process and allow for a more 

fluidity and efficiency. Given the regulatory pressures that the private healthcare 

industry in South Africa is exposed to, it is thought that the value derived from u­

commerce solutions could provide necessary relief to the whole system. But there is 

also a possible positive spin-off for the public sector. 

The South African private healthcare medical scheme industry is an R50bn industry 

and yet it only manages to serve 16% of 45 million South Africans, the rest are 

regarded as the uninsured by the private healthcare funding industry. In contrast. the 

state spends only R33bn on the uninsured (Paterson, 2005). The private healthcare 

industry is substantially more mature in its infrastructure and deployment of 

technology relative to the state system and is therefore a possible unique and 
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relevant innovation incubator for developing a blueprint for what may be an urgent 

and important industry-wide u-commerce solution for the public sector. 

The regulator, medical schemes and the medical administrators are faced with the 

management dilemma of how to make effective healthcare more affordable to a 

broader spectrum of people in a country rife with socio-economic challenges. 

Furthermore, through a cost containment balancing act, the regulator attempts to 

deal with the imperfections of the free market with increasingly complex and 

burdensome regulations which threaten the virtues of a healthy competitive free 

mar1<.et system. As the regulator applies increasing policy pressure on the industry to 

meet this goal, medical administrators attempt to alleviate this pressure on schemes 

by deploying increasingly complex business rules and models as well as various 

information and communication technology solutions to improve operating 

efficiencies and extract more useful information from healthcare data to manage and 

control the cost drtvers better. The problem with policy and regulatory controls 

worldwide are their consistent inability to deal with complex mar1<.ets, such as the 

South African healthcare mark.et, often resulting in a worsening of conditions. This 

highlights the obvious preference for an industry driven and self-regulatory solution 

that meets the same objectives as that of the regulator. 

The general lack of understanding, implementation and experience of u-commerce 

has not escaped the healthcare industry either, which raises an obvious question: 

given Galanxhi-Janaqi & Nah's (2004) proposition at the beginning of this section, 

which is that u-commerce is expected to remove the friction from the exchange 

process in an economy and allow for a more fluidity and efficiency, is there any 

significant role u-commerce can play to improve matters in South African healthcare? 

1.5 Study Environment 
Discovery Health administrator, the subject of this case research, provided an 

environment for study which is best described as maturing, accommodating yet 

highly time pressured and therefore to some extent constraining. A compensating 

aspect of the environment arose from the fact that the researcher, being an employee 

in the middle manager tier of the organisation, was able to gain access to key 

individuals and primary data to support the objectives of the study at a time when the 

objectives of the discussion were relatively topical in the organisation. 

At the time of commencing the study, Discovery Health administrator had just been 

through a spate of significant organisational restructures. October I November 2005 
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saw significant changes in the organisation of the business departments. Re­

organisation of Discovery's software departments followed immediately after that in 

December 2005 and January 2006. The move was predominantly driven by an intent 

to radically improve operational efficiencies as well as "up the bar" on service 

excellence; all terminology befitting a firm in the maturing stage of its life cycle. 

Early in 2006 an initiative was underway to bring Cognos reporting into the 

organisation. There was a growing concern in 2005 that the data integrity of the 

disparate reporting mechanisms in the firm was questionable resulting in conflicting 

reports and an increasing propensity for making poorly informed decisions. Though 

this initiative sought to mature the management information system of the firm, it did 

bring into question the validity of primary sources used for this paper as these in 

almost every case pre-dated the conversion to Cognos. As a result there was a need 

to verify primary source data by comparing variances between a myriad of alternate 

sources. Wherever these variances were untenable an attempt was made to qualify 

them with what experienced managers would intuitively expect the figures to be by 

order of magnitude. 

As a result, the importance of gaining access to the right knowledge and information 

gatekeepers in the firm were key to the success of the research. The dominant 

source of this kind was the software Systems Development Managers in Corporate 

Health Systems. From the autho(s personal experience, Systems Development 

Managers are some of the busiest people at the middle management strata in 

Discovery. They are typically responsible for teams of between t 2 to 60 staff 

consisting of systems architects, software developers, business analysts. They have 

on average between 5 to 10 meetings per day with double and triple bookings and 

can receive as much as 300 to 400 emails per day. The average working week for a 

Systems Development Manager is anywhere between 55 to 65 hours. These factors 

underscore the challenge of getting access to them for interviews and information. 

Research Methodology, discusses the methods used to address this challenge. In 

consideration of the time constraints, interviews were kept to a minimum. 

Notwithstanding, the author found the development managers more accommodating 

than anticipated in terms of providing primary data and assigning resources to clarify 

inconsistencies or information gaps. The same was true of senior and executive 

managers who were more than willing to be interviewed, providing invaluable insight 

into the business of Discovery for the purposes of the study. 
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Given the general lack of awareness of "u-commerce" as a term in the organisation, 

meant that no common mental model or terminology existed with which to engage 

individuals. The Discussion on p155 provides insight into why this is to be expected. 

Nonetheless, fai~y silo-based information had to be extracted from interviews with 

each of the development managers and primary sources. This information then had 

to be re-interpreted using a u-commerce evaluation framework in order to analyse the 

incidental needs-driven implementation of certain of the u-commerce concepts. This 

re-interpretation gave rise to a reframing or regrouping of functionality using a more 

generic or abstract terminology foreign to Discovery in order to explain the results of 

the analysis and needs to be taken into account when reading the research results, 

discussions, conclusions and recommendations of this report. 

1.6 Plan of the Study 
The initial survey of literature on u-commerce highlighted a general lack of prior 

research on the topic, which prescribed a more qualitative and exploratory approach 

to this study. The immediate an obvious question that emerged was which aspects 

of u-commerce would be most relevant to study. Guidance was obtained from the 

paper prepared by Galanxhi-Janaqi & Nah (2004), which suggested several avenues 

for further study and resulted in the choice for this research. 

As a result of limited comprehensive studies on u-commerce, there was a need to 

inform the research, as a minimum, with at least the latest contemporary academic 

thinking on topics related to u-commerce and the scope of the study. As a result 

prior academic literature relating to e-commerce, m-commerce, silent commence, 

voice commerce and telematics were also surveyed. 

Additional literature was sourced on the following to ensure a comprehensive 

understanding of the context within which the study was being performed and 

contemporary technology management tools and frameworl<s which may be relevant 

to u-commerce as a new technology. 

• The current state of healthcare economics internationally and at an industry 

level as it relates to this study 

• E-commerce in South African healthcare 

• Relevant technology and innovation management theory 

The secondary data obtained from the first two bullets above was used to describe 

the healthcare industry context of the case study and is documented in the chapter 
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on the Foundation of The Study. Literature Review, discusses the contemporary 

issues obtained from the literature survey on u-commerce as a concept, the 

individual components of u-commerce and relevant technology management tools 

and frameworks. 

The theory in these two chapters provide a balanced portfolio of sensitising concepts 

regarding the case study context and the latest thinking on the components of u­

commerce so as to inform the chapter on Research Methodology. 

Research Results and Discussion, Conclusions and Recommendations discuss what 

Discovery Health has done as far as leveraging electronically-mediate servicing, the 

extent to which the value-add resulted from the integration of the various components 

of u-commerce and the untapped opportunities which still exist. Ultimately the paper 

closes by discussing potential adoption strategies for medical administration 

companies as tempered by the practical real-life learning of Discovery Health. 
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2 Foundation of the Study 
This chapter focuses on describing the South African healthcare industry context 

within which the unit of analysis, Discovery Health medical scheme administrator, 

operates. The chapter opens by considering the international trends toward 

consumer-driven healthcare plans, which is the enduring business model of 

Discovery Health. It then looks at the South African healthcare industry context and 

discusses in detail the condition of the industry and the various market and regulatory 

forces at play. The chapter concludes by reviewing the historical lead up to the 

current status of e-business in the healthcare industry. 

2.1 International Consumer-Driven Health Care Trends 
Unlike most other industries that tend to reduce costs over time as learning, 

innovation and technology improves, healthcare has typically seen exactly the 

opposite trend with healthcare innation consistently exceeding GOP growth rates. 

Some of the most significant drivers identified in the US are new drugs and medical 

devices, provider price inflation, general inflation, increasing consumer utilisation of 

se,vices, regulatory initiatives and litigation (Coulter, 2006). South Africa's position is 

expected to be worse due to exchange rates and the impact of HIV/Aids. 

Social behaviour is another key element in the healthcare industry. Again 

distinguishing itself from most other consumer-driven industries, healthcare affords 

the consumer the luxurious perception of not actually paying for the services they 

receive. 

Though a popular model in South Africa, the concept of managed care has its roots 

in the early t 970's when the US government, through the HMO Act of 1973, 

legislated its use as a means of controlling rapidly rising healthcare costs in the US 

(Gratzer, 2005). As a supply-side cost control mechanism it brought into play several 

strategies such as contracted networks of providers, capitated models and incentives 

to primary providers of care to provide the best possible care at the lowest price 

(Coulter, 2006). However, it became extremely unpopular with patients as it largely 

removed them from the decision-making process, and although not founded in any 

scientific evidence, created the perception of poorer quality of care. 

As alternative, the consumer-driven health plan (CDHP) "which seeks to 

fundamentally change beneficiaries' behaviour and engage them in the effort to 

control costs by giving them a personal stake in healthcare spending" (Coulter, 
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2006:26) is a demand-side cost containment mechanism. A key component of the 

CDHP is the health savings account (HSA); or colloquially known in South Africa as 

medical savings accounts. The power of the HSA is in its ability to drive increasing 

levels of consumerism; make people act more prudently regarding their health care 

expenditure as well as address the shoncoming of managed care by shifting a lot 

more decision-making responsibility back into member's hands. 

A parallel and highly compatible demand-side strategy is the concept of health 

management, which also targets demand-side control using case management for 

the severely ill, disease management of chronic ailments and health promotion for 

the healthy but risky membership segment (Coulter, 2006). This last segment who 

typically reflects claiming patterns of the occasional injury, acute illness or maternity 

care typically constitutes 15-20% of overall medical expenditure (Coulter, 2006). 

Techniques deployed by health promotion include health screening, health education 

through a-learning and incentives for just being healthy. An example of the health 

promotion concept in South Africa is Discovery's Vitality product. 

Coulter (2006) suggests that the segment of members targeted by health promotion 

(e.g. Vitality members) is a good starting point for driving increased consumerism. 

2.2 South African Private Healthcare 
The South African private healthcare medical scheme industry is burdening under 

financial pressures as can be seen in the following trends obtained from the Council 

for Medical Schemes Annual Repons 2003-4 (Council for Medical Schemes, 2004) 

and 2004-5 (Council for Medical Schemes, 2005): 

• 12.9% decline in the number of schemes registered with the Council for 

Medical Schemes between 2000 and 2003. With the number of beneficiaries 

being roughly constant at approximately 7 million lives, the trend suggests 

consolidation in the market with movement toward the larger players 

• Average annual increase of 14.8% on contributions over the last 5 years 

(excluding non-health contributions) to schemes by members 
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Risk Contributions R334 R406 R471 R536 R574 

Savings Contributions R42 RSO R57 R70 R77 

Total Contributions for R376 R456 R528 R606 R651 

Health Expenditure 

• Total expenditure on benefits increased by 8.6% in 2003 and 7.2% in 2004 of 

which the hospital expenditure is the greatest concern showing a total 

annualised increase of 16.9% in 2004. Relative to 1997, private hospitals 

have enjoyed an inflation-adjusted 103.1 % increase in income from private 

medical schemes. Like most other schemes, hospital expenditure is one of 

Discovery Health Medical Scheme most challenging cost drivers (Mathega, 

2006). The private hospital industry is dominated by 3 large players. The 

Council raises concern that they operate in a largely unregulated industry and 

have the balance of negotiating power over the medical schemes (Council for 

Medical Schemes, 2005). Medical schemes pool their negotiating power 

through the medical administrators who negotiate a contracted fee on their 

client schemes' behalf and the aggregate power still seems insufficient 

against that of the individual hospital groups. 

• Average increase of 10.4% in 2003 and 10.5% in 2004 on administration 

costs, which exceeds the average increase for expenditure on claims. 

In summary the cost pressures are arising from increasing provider servicing costs, 

administration costs, managed care costs, broker fees and medical inflation. Medical 

schemes, through their administrators, deploy multiple strategies in an attempt to 

manage these costs and to accurately price for the risk of cover for members. In 

doing so they provide a non-profit risk pool that must be self-sustaining. 

Sustainability ls also a function of the reserves of the schemes, formally known as its 

solvency ratio. The Regulation 29 of the Medical Schemes Act required schemes to 

achieve 25% solvency by the end of 2004. This means that a portion of contributions 

would need to go to the building up of these reserves. This would naturally place an 

10 



even greater burden on schemes to be able squeeze as much out of member 

contributions as possible to service healthcare needs whilst growing the reserve. 

Aggressively growing schemes such as the Discovery Health Medical Scheme 

(OHMS) experience an interesting dynamic. As members move from other schemes 

onto OHMS they dilute the solvency ratio of the scheme as they are not entitled to 

move their portion of reserves to the new scheme. Therefore schemes that are 

shrinking show excellent solvency ratios and schemes that grow rapidly show poor 

solvency ratios. Due to DHMS's rapid growth and struggling solvency ratio a revised 

business plan was negotiated with the Council to achieve the 25% solvency by 2008. 

This underscores the multiple and stringent challenges facing a progressive scheme 

and their reliance on their contracted administrator to obtain and provide up-to-date 

and accurate information with respect to the following: 

• Beneficiary health status and diagnoses 

• The effectiveness and cost of treatment protocols 

• Engaging members and medical service providers in a manner that engenders 

appropriate decisions and behaviour relating to the choice of treatment 

With respect to the last bullet, Discovery's dominant model is to engage members 

and providers through a consumer-driven healthcare model using the savings 

account concept to encourage this behaviour. 

The Council for Medical Schemes also deploys mechanisms to contain cost. More 

recently several initiatives have been instituted to achieve this yet ensure quality 

healthcare and fairness in terms of access to quality healthcare (Council for Medical 

Schemes, 2005): Prescribed Minimum Benefits, Risk Equalisation Fund, ICD10 

diagnosis coding, National Health Reference Pricing List, action against 

discriminatory benefit design and investigation into the development of a low-cost 

medical scheme environment. 

• Prescribed Minimum Benefits identify a minimum set of benefits that all 

schemes must make provision for and cover in full. Schemes are permitted to 

manage their risk by a defining a fonnulary of medicines that they are 

prepared to pay_ for in full for the treatment of PMB conditions. Medicines 

dispensed which fall outside the fonnulary would then typically be part paid by 

the scheme requiring the patient to pay the difference. The use of formularies 

has effectively doubled in 2004 relative to 2003 (Council for Medical Schemes, 
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2005). The formularies differ between schemes which highlight the 

informational complexity facing service providers in attempting to unravel the 

appropriate medication for the patient they are consulting with. 

• Risk Equalisation Fund: The Council for Medical Schemes is assisting the 

department of health with the development of a Risk Equalisation Fund that 

will allow for a common risk pool to be shared in the industry based on risk. 

Schemes with a lower risk profile will have a net contribution to the pool and 

schemes with a high risk profile will have a net supplement from the pool. 

• ICD diagnosis coding: By enforcing the implementation of the ICD1 0 

diagnosis coding schema in the industry the Council hopes to improve the 

quality of diagnosis related data collected nationally and through the 

standardisation improve the efficiency of billing in the industry. The coding 

scheme is central to the programme of initiatives as it provides the means of 

tracking claims relating to Prescribed Minimum Benefits which fall within the 

scope of the Risk Equalisation Fund. High fidelity diagnosis coding again 

places an additional burden on the medical service provider and at present the 

propensity is for providers to use ucheat sheets" containing typical diagnoses 

to merely get their claims processed regardless of accuracy. 

• National Health Reference Price List (NHRPL): A Competition Commission 

ruling that the previous recommended tariffs and scales of benefits of the 

Board of Healthcare Funders, the South African Medical Association and the 

Hospital Association of South Africa were unlawful brought the entire medical 

schemes industry to the brink of total disruption and chaos (Council for 

Medical Schemes, 2004). In an attempt to contain the disruption, the Council 

for Medical Scheme put forward the National Health Reference Price List as a 

guideline and recommended basis for negotiation between medical schemes 

and service providers (Council for Medical Schemes, 2005). Again, service 

providers would need to be able to incorporate multiple price lists for the 

spectrum of schemes. Failure to submit the correct claimed amount gives rise 

to patient inconvenience and/or cost as well as operational costs for both the 

administrator and service provider. 

• Medical Scheme Benefit Design: The Council has taken a view that the 

practices and benefit designs of certain schemes are in contravention of 

section 24(2) (e) of the Medical Schemes Act, in that they discriminate unfairly 
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against members on the grounds of their state of health. The concern is the 

increasing trend toward moving benefits out of the risk pool, to be covered by 

a medical savings account and then to structure total scheme contributions as 

a function of variable savings account contributions. Their view is that over 

time the member's actual contributions ultimately approximate a function of 

their health status and future expected claims, which is contrary to the 

philosophy of community-rated contribution based on the average cost of care 

for the medical scheme. It reported a 20.4% increase in the contribution 

toward medical savings accounts relative to an 11.6% increase to the risk 

pool. Since medical savings accounts are a central mechanism to consumer­

driven health care plans, it is interpreted that the Council is taking a strong 

stance against such plans in spite of the international trends and this South 

Africa is one of the few countries who have successfully implemented such 

plans. Furthermore, high frequency low risk cost drivers such as medication 

and visits to general practitioners are prime targets for the cost controlling 

mechanism of these types of plans, whilst hospital visits being low frequency 

high risk cost drivers are typically managed through case management and 

the risk pool of funds. Studying the table below, it could be argued that the 

consumer--driven model seems to be achieving its objective in South Africa. 

Medicines -8.8% 

General Practitioners -3.0% 

Hospitals +17.1% 

Soun:e: Counc:D lor Medkal Schemes (2004) 

Viewing the Councils figures over the longer tenn from 1995 through to 2004, 

the trend is enduring; hospital expenditure is almost exponential relative to the 

comparatively level trend in medicines and GP's expenditure, which further 

support the argument for consumer--driven healthcare plans. 
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Notwithstanding, the Council for Medical Schemes issued Circular 8 in 

February 2006, which furthers this agenda. Broomberg (2006) explains that 

"[t]his Discussion Document proposes an entirely new benefit structure for 

medical schemes, with a common set of benefits that would have to be offered 

across the entire scheme at a uniform price, and with schemes able to offer 

supplementary benefit packages above the common set of benefits". The 

following summarises the most relevant implications of this circular: 

1. Eradication of savings accounts forcing schemes to take back more 

risk. This moves counter to the concept of consumer-driven healthcare 

2. Non-health expenses (such as administration costs) covered by 

member contributions will be made transparent and regulated to a flat 

rate per beneficiary 

3. Tighter control and expanded definition of prescribed minimum benefits 

4. Contributions will not discriminate on adults and child dependents 

5. Contributions will be limited to a maximum of 3 dependents 

• Low-Income Medical Schemes (LIMS): Broomberg (2006) explains that the 

Social Health Insurance (SHI) policy framework being pursued by the 

Department of Health has "[a) key objective of extending risk pooling through 

health insurance as broadly as possible, over time, to all those who can afford 

to participate in formal risk pooling arrangements". Within the context of SHI 

and as a consequence of the Risk Equalisation Fund process, the Ministerial 

Task Team on Social Health Insurance (MTT) initiated a consultative 

investigation in April 2005 involving numerous institutions and stakeholders 

from the industry to investigate (as an interim objective of SHI) the possibility 

of extending risk pooling to that segment of society who are currenUy unable to 

afford medical cover. As such the target market was defined as those 

households with gross monthly income of between R2,000 and R6,000 per 

month. The fundamental objectives of the investigation were as follows 

(Broomberg, 2006:4): 

1. Investigate barriers to low income participation of the target market 

2. Provide recommendations on policy and governance models that 

ensure market diversity 
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The findings of the investigation most relevant to this research paper were that 

at a premium of R200 per month with an employer contribution of 50% and an 

affordability ratio of between 5% to 15% of their monthly income spent on 

health insurance, the low•income medical scheme would most likely attract 

between 1.5 million 10 3.6 million lives (Broomberg, 2006). It also reported 

that although there were no firm findings regarding how medical administrators 

and managed care organisations would address their costs, the sense were 

that the Council for Medical Schemes was already engaging with them to keep 

their costs at a target percentage of premiums and that natural competitive 

forces will drive these costs down (Broomberg, 2006). Currently the 

benchmark for administration fees is targeted at 11 % of premium by the 

Council of Medical Schemes (Mathega, 2006). Framing the target UMS 

premium of R200 per month with a 50% employer contribution implies an 

administration fee ceiling of roughly R44 PABPM. Broomberg (2006) 

emphasises that the implications of Circular 8 discussed have will complicate 

the UMS model. 

Apart from regulatory pressures, the natural competitive forces of a free market also 

play a role in containing the cost of non•healthcare expenditure such as 

administration costs, managed care costs and broker fees. The industry on the 

whole is in a mature phase of its lifecycle in which consolidation is ejecting inefficient 

players and creating a concentration of successful competitors who are converging 

on dominant business models and thereby crowding each other for a share of the 

market. As a result most of the key administration players are turning to efficiency 

and service excellence in a struggle to drive a wedge between the cost of their 

offering and the willingness (and capacity) of their clients (the schemes) to pay for 

those services, which creates savings for the schemes and ultimately boosts it's long• 

term sustainability. The regulatory is likely to drive a wedge into the trend toward 

consumer-driven healthcare plans, but still intends to concentrate efforts on reducing 

costs and increasing efficiencies in the mark.et. 

The next table contrasts key indicators for the top 7 administrators in the industry. 
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Discovery Health 

Medscheme 

Self-AIJministered 

Metropolitan 

Health 

MX Network 

Systems 

Old Mutual 

Healthcare 

Sovereign Health 

Del!nltlons: 

24% R708 

16% A625 

11% R752 

9% R639 

7% A615 

6% R541 

4% A740 

AB3 11.75% 69.35% A402 

RSO 8.02% 79.57% R464 

ASS 7.44% 86.16% R601 

ASO 7.80% 88.25% A491 

R37 6.00% 80.24% R493 

R53 9.78% 88.37% A446 

A61 8.22% 81.06% R494 

1. PABPM: Per Average Beneficiary Per Monlh 
2. Gross Administration Expenditure: lncl!.Xies aamlnlstrallon a,sts chargeCI to both 11sk pool and savings aceounm, CMS 

dellnes this as separa.18 to managed care expend.Ill.Ire. OHMS managed care aist Is R18 PABPM. 
3. Claims Ratio (as known as ioss rauo1: % o1 contrUMl0ns pak:I ou1 In dalms 

The following observations are made from the table above for Discovery: 

1. Discovery has the 3"' highest contributions per beneficiary per month 

2. It has the highest admin fee in absolute terms and as % of gross contribution 

income 

3. It has the lowest claims ratio; i.e. the lowest % of member contributions paid 

out as claims 

4. In absolu1e rand terms, Discovery paid ou1 the lowes1 in net claims PABPM in 

2004 

These observations resonate with the Council for Medical Schemes concerns that 

"[d]espite the concentration of market power in the large administrators, there 

16 



appears to be little or no economies of scale reflected in the level of administration 

fees" (Council for Medical Schemes, 2005). They report that the top 5 administrators' 

fees were between 20% and 40% higher than the average fee for open schemes. 

However, Mathega (2006), principle officer of OHMS, recognises that the Discovery 

administrator does have distinctive capabilities to host sophisticated medical 

insurance products which are able to generate the lowest claims ratios in the market 

without dissatisfying members. The downside of this is that the market engages with 

a more complex service offering. Due to this complexity, the member of the scheme 

otten does not fully understand the scheme rules, the benefit design and what the 

exact available benefits are at the time of recognising the healthcare need. As a 

result they cannot accurately and consistently predict what expenses will be covered 

by the scheme which impacts the quality of their rational consumer-driven behaviour. 

Similarly, the service provide(s challenge is exacUy the same except n-fold more 

complex since they would need to achieve a similar understanding for as many as 

133 registered schemes in the country across their patient base. This creates 

enormous informational and operational inefficiencies which drive up costs to the 

administrator through increased queries as the membership base and service 

providers struggle to understand the benefits. The delicate balance for these more 

sophisticated medical administrators is to ensure that the value of their service 

offering (savings to the scheme as a result of minimised claims ratio and a satisfied 

membership base) far exceeds the increment in administration fee due to the 

complexity of the product suite required to generate the service offering value in the 

first place. Failure in any of these variables can result in the gradual attrition of 

membership or the loss of a scheme as client. 

The issues discussed above highlights the desperate need to improve the 

operational and information efficiencies in the delivery, funding and administration of 

health in the private healthcare sector such that a greater portion of every private 

healthcare funding rand can be spent on the most effective and appropriate 

healthcare. The scheme, administrator, member and service provider are all critical 

stakeholders in this mission. 

Obviously, by minimising contributions below a certain threshold (potentially the LIMS 

threshold of R200 per month) whilst still providing access to quality healthcare, the 

scheme is able to accommodate the employed but previously uninsured into the 

private healthcare market. Contributions are direcUy affected by the following: 
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• Healthcare expenditure which relates to the frequency and cost of quality 

healthcare 

• Non-healthcare expenditure composed of administration costs, broker fees, 

bad debt and reinsurance fees 

Healthcare expenditure has typically in the past been controlled by supply-side 

economics through the use of managed care models and more recently through 

demand-side economics (consumer-driven healthcare models) which attempts to 

stimulate increased levels of consumerism on the_ part of patients and members of 

schemes. By consumerism it is meant that patients and members exercise their own 

judgement regarding the type, frequency and cost of healthcare that they are prepare 

to pay for. Rational decision making on the pan of the consumer based on complete 

and relevant information and a decision making model which is consistent with 

reality, must on the aggregate be in the interest of the patient and the schemes. 

The non-healthcare expenditure is more directly in the administrator's control and 

therefore quite simply becomes a means of minimising the cost of service to 

schemes as well as managing its risks in a way that maximises the pool of money for 

healthcare expenditure. 

The administrator's challenge of increasing efficiency and service excellence can be 

approached in many different ways spanning organisational re-structuring, business 

process improvement, re-engineering and innovation, outsourcing, partnering, etc 

creating a wealth of management questions that could be explored. However, at 

least two significant cost drivers are common to all administrators and relate 

specifically to the financial transaction between the provider, member and 

administrator: 

• Call centre query costs relating to members and providers grappling with the 

understanding claims processing outcomes 

• Resource and infrastructure costs to support the processing of paper claims 

These cost drivers are central to the arguments in this research paper. 

2.3 E-Business in Healthcare 
The private healthcare sector was one of the early adopters of a-business in South 

Africa. Service providers were using practice management applications in the SO's to 

schedule appointments, keep electronic patient records and manage stock for 
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dispensaries. The 90's brought the dawning of the electronic data interchange (EDI) 

era for the electronic submission of claims to medical administrators. 

As a parallel strategy to deal with the high cost of processing the massive volumes of 

paper claim generated by the industry medical administrators leveraged their scale 

by making large investments in technology. Expensive document image processing 

systems including high speed scanners and optical character recognition software, 

electronic document management systems with automated work.flow systems, 

enterprise office automation, relational databases and executive information systems 

are typical technologies deployed to varying degrees by various administrators. The 

nature and size of these 'lumpy' investments underscores the need for significant 

scale of economy on the part of the administrators and seen as a key consolidation 

driver in this market. This is in part true also for the institutionalised providers such 

as hospital and pathology groups. 

As the internet grew in popularity, administrators started making more use of the web 

as a digital presence for members, providers and brokers to further improve 

efficiencies and to differentiate their service. 
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3 Literature Review 
Having dealt with the industry-specific issues that impress upon Discovery Health in 

the previous chapter, this chapter is intended to fully cover the results of the literature 

survey conducted on u-commerce, its various components as well as general 

technology management frameworks that were regarded as relevant to u-commerce 

specifically. 

3.1 U-Commerce 
Much like the silicon chip has become pervasive, finding them in almost any 

electronic device, so it is expected that intelligent networked computers will be 

imbedded in most everyday devices, selecting the appropriate channel and 

communicating with each other seamlessly. Watson et al (2002), suggest that true 

ubiquity means that this form of pervasive computing will eventually span disposable 

objects merely to make their presence known to the network of intelligent devices. 

Furthermore, digital convergence and standardisation of communicating standards 

across the globe are beginning to enable multi-platform services to work in unison 

with the potential of highly consistent yet personalised customer experience. 

Ultimately, a particular online offering of an organisation could eventually be 

seamlessly accessible from your desktop computer, your fridge, PDA, MP3 player or 

cellphone from anywhere in the world. 

By leveraging the time, space and context of the customer, u-commerce offers the 

greatest opportunities for providing the context-rich, relevant and unique service 

offerings. Li-commerce systems will be able to intelligently filter, tailor and format 

information and commerce interactions to customers' needs based on where they are 

in the wortd, what type of device their using (desktop versus cellphone), what type of 

connectivity they are using, what role they are playing at the time of requesting the 

service and what other people in similar situations typically do. 

The concept of unison and universality applied to a service ottering enables an 

organisation to power1ully impress their brand on their customers in an almost 

omnipresent manner. 

3.2 Components of U-Commerce 
The following equation is used to denote the value derived from each form of 

electronically mediated commerce: 
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UC > EC + MC + VC + iTC + SC + T 

Where 

• UC = Ubiquitous Commerce I LI-Commerce 

• EC = Electronic Commerce/ E-Commerce 

• MC = Mobile Commerce/ M-Commerce 

• VC = Voice Commerce/ V-Commerce 

• TC= Interactive Television Commerce IT-Commerce 

• SC = Silent Commerce 

• T = Telematics 

This proposes that the true value of u-commerce can therefore only yield when these 

various forms of commerce are integrated into an architecture such that the u­

commerce system as a whole is creates more value than the sum of its parts. 

The next few sections provide a definition for each of the components of the u­

commerce system. 

3.3 E-commerce 
E-Commerce is defined as follows: 

• "Electronic commerce is the use of the internet and the web to transact 

business" (Galanxhi-Janaqi & Nah, 2004:745) 

• "All electronically mediated information exchanges between an organisation 

and its external stakeholders" (Chaffey, 2003:220) 

• "[T]echnology-mediated exchanges between parties (individuals or 

organisation) as well as the electronically based intra- or inter-organisational 

activities that facilitate such exchanges." (Rayport & Jaworski, 2003:4) 

The various sources seem to differ on the scope of e-commerce. Rayport & Jaworski 

(2003:4) define it as including activities within the organisation, which Chaffey (2003: 

220) refers to as a-business. Rayport & Jaworski (2003, 4) and Chaffey's (2003:220) 

definitions could be read to include wireless media of transmission, whilst Galanxhl­

Janaqi & Nah (2004:745) differentiate between e-commerce and mobile commerce. 

For the purposes of this study, e-commerce will be defined as follows: 
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• All electronically mediated information exchanges between an organisation 

and its external stakeholders using the internet and web to transact business 

or support business transactions over wired media. 

3.3.1 Technology Trends and lmpllcatlons 

Hartley & Worthington-Smith (2004) targets South Africa's communications 

legislation as one of the biggest hurdles holding back widespread adoption of internet 

applications and e--commerce. This arises from monopolistic and protectionist 

policies which restricts the entry of competitive entities to deploy more efficient 

technologies and thereby prohibiting access to reasonably priced international 

bandwidth (currently part owned by Telkom) and access to the national local loop 

(currently licensed to Telkom) (Paterson, 2005). 

To illustrate the extent of the delays, observe the contrasting growth of the cellular 

market: within a period of roughly 1 0 years to 2005. The cellular market was able to 

acquire almost 23.1 million subscribers against the total of 5 million Telkom local loop 

access lines. 

In 2001 an announcement was made that a second national operator would be 

introduced. However, since then the process has been marred with in-fighting 

between shareholders. In addition, the Minister of Communication's major 

shareholding in T etkom and its jurisdiction over fundamental regulatory issues jointly 

held with \CASA have further confounded the process with conflicts of interest 

(Hartley & Worthington-Smith, 2004). Having said, the Electronic Communications 

Bill which has been in drafting since 2003 intends to open up the market in a 

managed way, to allow for the second national operator and to address the conmcts 

of interest mentioned above. 

In addition, ICASA has declared Telkom's majority share in the SAT3 cable from 

South Africa to Europe an essential national resource. Though Telkom argues this is 

nothing short of expropriation of assets, the position of ICASA appears firm 

(Paterson, 2005). What this means is that Telkom would eventually be forced to 

provide access to international bandwidth at wholesale rates. 

Paterson (2005) states that although the regulatory framework is evolving in the right 

direction, it does mean that South Africa has missed the telecommunications boom in 

which foreign direct investment from international companies would have boosted the 

infrastructure significantly and rapidly. The pressure on ICASA and government to 
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resolve these issues are likely to result in a deficient bill which may only cloud issues 

further and s@e progress. 

Telkom are quoted by Paterson (2005) as being optimistic about the future of 

broadband connectivity in South Africa. However, the current DSL products ranging 

from t92Kbps to t Mbps have only reached a penetration of t00,000 lines and are 

still too expensive for the majority of South Africans. 

3.3.2 The Law and E-Commerce 

The fact that most e-commerce implementations extend across the globe 

complicates the protection of intellectual property rights due to the fact that two 

business entities on opposite sides of the globe are likely to be subject to different 

regulatory frameworks (Mykytyn & Mykytyn, 2005). They go one to discuss the 

intellectual property rights issues pertaining to e-commerce as follows: 

• Patents: In 1998 software in general and business methods implemented in 

software were deemed patentable. Companies that acquire patents may be 

able to secure a competitive a-strategy advantage as was proven in the "1-

click ordering system" patent law suit of Amazon.com against 

Barnsandnoble.com. 

• Copyrighting of software involves the artistic creativity of software. Copying of 

protected user interlaces even though the underlying software is different. 

Even unauthorised links to other websites can be viewed as infringements. 

• Trademarks infringements have emerged on the following: 

o Misuse of meta-tags to mislead and attract internet users to sites via 

search engines 

o Registering domain names based on miss-spelt famous trademarks 

o Framing, which means viewing the content of a website through 

another website 

Mykytyn & Mykytyn (2005) also identify the heightened risks emerging from e­

commerce in relation to defamation and the problem of jurisdiction. In spite of free­

speech arguments and that publishers can not be expected to know the laws of all 

jurisdictions were insufficient in certain legal cases. At this point in time, e-commerce 

is bound by the same laws as print media and that the liability occurs at the point of 

download and not at the source of that download. This is supported by Dixon (2005) 
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who indicates that in the US the same consumer protection rights apply for internet 

advertising as other media. This leads to a tremendous variability in legal 

frameworks given e-commerce's global reach. 

The issue of email spam has also received much attention. Dixon (2005) talks about 

the CAN-SPAM act in the US which distinguishes between business related emails 

for the purposes of maintaining an existing business relationship or transaction and 

email advertising/marketing. The requirements on the latter is far more strict than the 

former, where the former merely require accurate header and transmission 

information, the latter also require an Opt-Out feature, identification of advertisements 

and advertisers, affirmative consent in order to relax these requirements, and no 

deceptive advertising or messaging. Moreover, Dixon (2005) notes that law 

enforcement of CAN·SPAM is required by the Internet Service Provider as there is no 

legal framework or right to private action. 

3.3.3 The Experience of E-Commerce Failures 

Pandya & Dholakia (2005) refer to classical theories of innovation diffusion to 

highlight that the adoption of innovation is dependent on the extent to which the 

innovations are compatible with existing habits. If change is needed, are incentives 

presented with the solution? What physical, social, economic and psychological risks 

are adopters faced with? These requirements are not easily met if one looks at the 

high failure rate (95%) of innovations in general, which should have been a predictor 

of the phenomenal failure rates of the B2C ventures innovations seen between 1995 

and 2000. 

They identify that the majority of these 82C failures resulted from attracting site 

visitors but being unable to convert them into customers. Their hypothesis is that 

"82C firms failed because they failed to perceive correctly the nature and scope of 

their innovation, and this eventually led to the problems of matching consumer 

expectations as the context of innovation changed" (Pandya & Dholakia, 2005: 73). 

Successful 82C companies, on the other hand, adhered to proven fundamentals of 

the brick-and-mortar world such as (Pandya & Dholakia, 2005): 

• Develop products and services that satisfy the needs of well-defined customer 

segments 

• Stay focused on the core products and services and control extensions 

• Avoid leading but unproven technologies 
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When they did get it right even small to medium enterprises' (SME) were able to 

derive efficiency related savings from faster transactions and automation of business 

processes (Cote, Vezina & Sabourin, 2005). These were the primary adoption 

drivers for the SME's and customers. Additional value-add and adoption achieved 

through complementarities where multiple value propositions were bundled together 

created further lock-in. 

But where did all the risk come from? Pandya & Dholakia (2005) explain that new 

products in existing markets address known needs. However in new markets, needs 

and products co-evolve. These differences giving rise to four need-solution contexts: 

• Incremental solution for a known need 

• Innovative (breakthrough) solution for a known need 

• Innovative (breakthrough) solution for an anticipated need 

• Incremental (evolving) solution for an uncertain need 

Their hypothesis focuses on the concordance or discordance of views held by the 

buyer and seller of where the solution lies in these four quadrants. Discordance, in 

other words the buyer disagrees with the seller that the solution category gives rise to 

a high probability of failure. Furthermore, increments tend to evolve from customers 

(the customers voice) and breakthroughs tend to be driven by technologists' voice 

and may be less readily understood by customers. Evidence of these discordant 

views emerges in Pandya & Dholakia's (2005) analysis as follows: 

• Many B2C merchants saw B2C as disruptive breakthroughs and created "pure 

plays~ while consumers saw them as merely extensions of existing products 

and services. 

• They targeted ultra-thin product niches for which demand hadn't been proven. 

• In cases where a known need was met with an online service, customers 

didn't perceive any differentiated value beyond the brick-and-mortar service 

already in existence. 

• The opposite was also true where first-wave B2C failures saw themselves as 

providing the same goods/services through an alternate channel and failed. 

Later more successful B2C companies focused far more on the needs of the 

customer creating concordant expectations. 

Other problems identified by the Pandya & Dholakia (2005) were: 
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• Misconceptions of first-mover advantage; Internet offers instant market access 

and as a result competitors can enter almost as quickly as first-movers. 

• Misconceptions about network externalities (i.e. the positive impact on all 

members of an ever-expanding network). B2C seller-buyer networks are 

typically star-shaped, where each buyer is connected to a single seller. 

Pandya & Dholakia (2005) suggest that the B2C operation must be viewed and 

studied as an innovation and in most cases it will tum out to be incremental in nature. 

Positioning it as such tends to meet with the lower expectations of the user and 

creates a greater concordant expectation and better chance of success. The key 

recommendation of this article is to carefully asses the need-solution context of the 

customer to create concordance of expectations regarding incremental versus 

breakthrough solutions and thereby avoiding false optimism or pessimism. 

The most significant barrier to adoption of e-commerce for SME's is the size of the 

investment and payback period required to establish an e-business solution (Cote et 

al, 2005). Intermediaries and outsourcing partners play a role in lowering this barrier. 

3.3.4 E-Commerce Strategy Framework and Infrastructures 

Rayport & Jaworksi (2003) devised what they call the "four infrastructures plus 

strategy" framework for e-commerce to assist business practitioners in dealing with 

the economic uncertainty arising from the Internet and making the transition from a 

pure traditional business model to one which embraces e-commerce. The 

prescriptions in the model are strongly focused on the development of a website­

based customer interlace and therefore only those high level principles are 

summarised here which are believed to be relevant to u-commerce and the 

Discovery case. 

The following diagram outlines their framework and is described in more detail in the 

sections that follow. 

26 



E-Commen;a Slnm,gy Fcrmulatian Procoa 

u 
B 

Figure 1: Rayport & Jaworski (2003) E-Commerce Frameworil 

Rayport & Jaworski (2003) acknowledge a distinction between a firms intended 

strategy and the 'emergent strategy' which arises as the firm responds in real-time to 

the changes in the four infrastructures indicated in figure 1. 

The Technology Infrastructure includes the process for building the website and the 

fundamental technical architecture required to economically support the objectives of 

the service offering. 

Capital Infrastructure refers to the system of processes to acquire and manage 

financial and human capital required to build and deploy the online offering at the 

various funding stages. 

Media Infrastructure considers the convergence of traditional media and the 

emergence of new media arising from the Internet. 

Public Policy Infrastructure considers the evolving legal framework that online finms 

need to consider in their strategic planning. Rayport & Jaworski (2003) consider 5 

regulatory issues: access, taxation, privacy / security, copyright and free speech in 

their model. 

In addition, they also emphasises two factors as being critical to affecting consumer 

behaviour which can be leveraged extensively using e-commerce: 

• Customisation: the ability to personalise the customer experience 
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• Interactivity: the user's ability to conduct two-way communication puts the 

customer in control of the engagement resulting in a higher probability of a 

successful transaction. 

These factors are expected even more critical within the u--commerce context. 

Market Opportunity 

A funnel approach is prescribed by Rayport & Jaworski (2003) to assess the 

attractiveness of a business opportunity and ultimate to answer the question of 

"where will the finn compete?" The following 7 steps achieve comprehensive 

coverage by considering the customer, company, technology and competition in the 

assessment: 

1 . Identify the Unmet and/or Underserved Cus1omer Need 

This is achieved by performing a gap analysis between the detailed as­

is and to-be (ideal) mapping of the customer decision process. 

2. Identify the Specific Customers a Company Will Pursue 

Fundamentally this is a process of market segmentafon and the 

prascription is to ensure that the target segments are actionable and 

meaningful. 

3. Assess Advantage Relative to Competitors 

This step involves identifying direct and indirect competitors, their 

offerings, the reasons why they do not address the unmet needs. A 

recommended approach is to profile the competitors as direct, indirect 

or non--competitor relative to the firm in question and against the 

complete /ifecycle of a customer's engagement with the particular 

product or service. Altemaavely, competitors can be profiled against 

the target segments identified in step 2 above. 

4. Assess the Company's Resources to Deliver the Offering 

The objective of this step is to identify at least 3 to 4 compeaave 

resources or assets that the firm can leverage to deploy the offering. 

The firms resources are ca.tegorised as customer-facing, internal and 

upstream (supplier relaaonships). 

5. Assess Market Readiness of Technology 
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Here the firm needs to assess the extent to which the offering is 

vulnerable to technology trends and the rate of innovation and adopffon 

of the relevant technologies. 

6. Specify Opportunity in Concrete Terms 

This step involves crafting an "opportunity sto,yn which covers the 

following: target segments; high level value proposition; expected 

customer benefits; required capabilities and resources and why they 

are a source of competitive advantage; categon·se the resources as in­

house, build, buy or collaborate; how the firm will capture some portion 

of the value created for the customers; provide an initial sense of the 

magnitude of the financial opportunity for the firm 

7. Assess Opportunity Attractiveness 

The attractiveness of the opportunity is a function of the its long-term 

profitability and can be characterised in terms of the level of unmet 

needs; magnitude of the unconstrained (or white space) opportunity; 

level of interaction between major customer segments; likely rate of 

growth; size/volume of the market; and level of profitability. A/fer 

considering these factors individually the firm should rate the 

opportunity as a whole. 

Business Model 

The online business model is comprised of four components and is intended to 

answer the quesUon of uhow the firm will win?" 

1. Value Proposition and Value Cluster 

The elements of the value proposition were determined in the previous 

stage and are articulated in terms of the target segment, focal customer 

benefits and competitive resources. Rayport & Jaworski (2003) 

suggest that the firm limit their choice of benefits to avoid confusing the 

market with multiple branding messages as well as be cautious of 

conflicting benefits which require different and potentially competing 

delivery systems. 

2. Online Offering 

29 



Three aspects of the offering must be articulated: the scope of the 

offering, the customer decision process and a mapping between the 

offering and the customer decision process. 

The scope of an offering can either be category-specific dominance 

which focuses on delivering a single product category (such as the 

online ordering of flowers) or cross-category dominance (e.g. 

Amazon.com). A critical consideration is that customers typically think 

in terms of activiffes or goals and therefore the cross-category 

dominance needs to fully understand the customer's cluster of activities 

or goals when clustering product categories. 

Identifying the customer decision process and mapping the steps in that 

process to the offering is best achieved using an 'egg diagram' (an 

illustration of this is provided in the results of this case research) as it 

clearly highlights where the online and offline product offering 

information, services and products satisfy the customers thought 

process. 

3. Unique Resource System 

The identification of the unique resources that will provide competitive 

advantage is critical for understand the critical dependencies and 

associated risks in the delivering the offering. The process of 

identifying these resources involve identtfying the core benefits in the 

value cluster, identifying the resources that support each benefit, 

determining the extent to which the firm can deliver each benefit, and 

identifying partners who can complete the resource system. 

Rayport & Jaworski /2003/ also emphasise several key paradigm shifts 

when applying the traditional activity-system approach to online 

offerings: 

i. Consider both physical and virtual resources 

ii. The benefits under consideration should be those of the 

customer initially 

iii. Shift from single to multi-firm systems 
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The quality of the resource system should be evaluated in terms of the 

uniqueness of the system, strength of the links between resources and 

benefits, strength of the links between resources in the multi-firm 

system, strength of the synergy between offline and online offerings, 

ease of imitation. 

4. Revenue Model 

Typical sources of revenue for an on line firm are: advertising, 

productlservice/informaffon sales, transactions, subscriptions, license 

fees. Rayport & Jaworski /2003) describe the following fundamental 

online business models in terms of their typica.l core benefit, value 

proposition, key resources, revenue model and key threats: 

i. Metamarket Switchboard Model: Bring buyers and sellers 

together based on activities that customers engage in to meet 

their goals. Revenue is derived from transactions, product sales 

and advertising 

ii. Traditional and Reverse Auction Model: The former brings 

together large numbers of buyers and sellers where buyers bid 

up to the point where no further budding is offered. In the latter, 

suppliers bid prices down until no further bidding is offered. 

Revenue is derived from transaction fees or selling auction 

software or services to run actions in-house. 

iii. Freshest-Information Model: Timeliness and accurate provision 

of the latest information on a given topic. Revenue is generated 

from advertising. 

iv. Highest-Quality Model: Firms charge a premium tor their 

products, services and/or information. Revenue is generated 

from the products, services and information. 

v. Widest-Assortment Model: Competition between firms based on 

the breadth or depth of the product categories. Revenue is 

generated from product sales. 

vi. Lowest-Price Model: The site promises the customer the lowest 

prices online. Revenue is generated by extracting a very small 

percentage of product sales. 
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vii. Most-Personalised Model: The objective of this model is to 

provide the most unique customer experience. Revenue is 

generated by product safes or subscriptions 

Customer Interface 

Raypon & Jaworski (2003) propose their "7C's" for website customer interface design 

as follows: 

1. Context: aesthetic and func1ional look-and-feel to match the purpose of the 

site 

2. Content: refers to what is presented in text, video, audio and graphics 

3. Community: allows for interactions between site users 

4. Customisation: tailoring by the online firm and personalisation driven by the 

user themselves 

5. Communication: dialogue between the site can take the form of site-to-user 

(e.g. email notifications), user-to-site (e.g. customer service requests), or two­

way dialogues (e.g. instant messaging) 

6. Connection: degree of connectivity with other sites 

7. Commerce: site support for commercial transactions 

Market Branding & Communication 

Raypon & Jaworski (2003) put forward a simple branding model consisting of 3 parts: 

the brand, the customer response to the brand (awareness and associations), and 

the benefits to the firm and target customers. Given this model they prescribe the 

following process for building an online brand: 

1. Clea~y define the brand audience 

2. Understand the Target Customer 

3. Identify key leverage points in customer experience 

4. Continually monitor competitors 

5. Design compelling and complete brand intent 

6. Execute with integrity 

7. Be consistent over time 

8. Establish feedback systems 
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9. Be opportunistic 

1 O. lnvesl and be patient 

Online firms then use a combination of general online communications, personalised 

communications, traditional mass marketing and direct communications to reach their 

customers. Direct communication and traditional mass marketing make use of 

traditional communication mechanisms. Personalised and General Online Approach 

makes use of the following: 

1. Personalised Communication 

a. Personalised permission e-mails 

b. Personalised recommendations 

c. Personalised advertisements 

d. Personalised webpages 

e. Personalised e-commerce stores 

2. General Online Approaches 

a. Banner ads 

b. E-mail 

c. Viral marketing 

d. Portal sponsorship/ exclusive agreements 

e. Associate programs 

I. Online and offline partnerships 

g. Online transactions 

Implementation 

A comprehensive, efficient and effective implementation strategy is particularly 

important for online offerings due to the high visibility of errors, lower switching cost 

for users, increased complexity in relationships with other firms and a more dynamic 

competitive environment (Rayport & Jaworski, 2003). They propose that seven 

elements of implementation need lo planned and executed carefully. 

1. Human Assets: This aspect deals with the appropriate recruitment, selection, 

development and retention of the firm's best talent to serve the e-commerce 

strategy. Professionals in the e-commerce and IT industry as a whole have 
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become more cautious in selecting future employers due to the large scale 

lay-offs that occurred during the dot bomb period. High skilled individuals are 

now less inclined to be lured by large performance incentives and stock 

options and tend to look for more stable firms. 

2. Processes: Resource-allocation, human resource management. 

manufacturing and distribution, payment and billing, customer 

supporVhandling processes are considered by Rayport & Jaworski (2003) to 

be critical to the successful implementation of an online offering 

3. Organisational Structure: Here Rayport & Jaworski (2003) consider the 

advantages and disadvantages of implementing the online and offline 

offerings with the same organisation (single organisation structure) versus 

running them in separate organisations (dual organisation structure): 

a. Single organisation advantages: 

i. Higher integration between online and offline allows customers 

to move between them more fluidly and talks to a degree of 

ubiquity in terms of the overall service offering 

ii. Consistent integration of the online and offline services creates a 

consistent brand and builds trust with the customer 

iii. Provides growth and retention opportunities for staff and builds 

on an already established understanding of the business and 

industry 

iv. The profits of the offli ne can be used to offset the initial losses of 

on\ine and improves the organisations overall tax position 

v. This structure is typically valued more by investors than the dual 

organisation structure 

vi. Scale of economy derived from a single unde~ying systems 

platfonn for online and offline 

b. Dual organisation structure 

i. Maintaining a single unde~ying platform of people, processes 

and systems for online and offline is difficult. Depending on the 

nature of the service offerings the skill sets and types of assets 

can be very different and divergent 
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ii. It is easier to execute a cannibalistic strategy when the 

organisations are formally separate 

iii. It is easier to recruit for online and offline separately as they tend 

to have different cultures and staffing needs 

iv. The tax laws for online may be different to that of offline firms 

4. Systems: Rayport & Jaworski (2003) identity the several subsystems as critical 

to setting the structure of how the firm works: 

a. Information Technology: Level of investment and building for reliability 

and stability versus nimbleness and innovation are key strategic 

decisions facing executives 

b. Enterprise Resource Planning (ERP): Well-known brands such as 

Oracle, SAP and PeopleSolt supply software that allows companies to 

seamlessly integrate business processes across functions. 

c. Customer Relationship Management (CAM): By storing and retrieving 

relevant information about customers these software systems are able 

to assist customer-facing and marketing staff to better serve and 

understand the customer. CAM systems are being integrated with ERP 

systems and are believed to have the potential of increasing a firms 

sales 40 fold by improving the understanding of customers, service and 

employee development and performance management. CAM projects 

do however have a very high failure rate and the key is to remember 

the following principles: 

i. The CAM system is only as good as the quality of its data 

ii. The choice of CAM system, organisational structure and 

technology elements must be a function of a clearly defined 

customer strategy 

iii. Customer privacy is paramount. 

d. Evaluation and compensation systems: Due to the high upfront 

investment and lag in ROI, online firms are always under pressure to 

"make every cent count". Therefore a performance incentive for staff is 

typical of online firms and with that comes the information burden of 
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monitoring, managing and rewarding performance. Aayport & Jaworski 

(2003) advise on the following when designing these systems: 

i. Employee rewards must be based on outcomes that promote the 

strategy 

ii. Employee strengths and weaknesses must be exposed 

iii. Rewards should be both monetary and non-monetary 

iv. Rewards should be tailored to the different employee segments 

in the organisation 

v. Performance judgement should be consistent 

vi. Employees should also be allowed to provide feedback to 

management 

e. Supply chain management systems: 

i. Business-to-consumer supply chains: Avoids the necessity of 

having stock in retail stores at convenient locations to customers. 

ii. Business-to-business supply chains: Facilitates lower input 

prices through online auctions, reduced inventory, reduced 

transaction costs, faster delivery through automated processing 

of procurement requests and improved customer service 

iii. Consumer-to-business supply chains: fundamentally these 

systems attempt to aggregate consumer buying power in order 

to negotiate better pricing from large suppliers using models 

such as reverse auctions. 

iv. Consumer-to-consumer: A marketspace is provided by the firm 

which allows buyers and sellers to engage with each other 

directly 

5. Culture: Although most online firms in the dot bomb era had an entrepreneurial 

culture, the down turn of the industry brought the culture into question. The 

entrepreneurial culture is characterised by Rayport & Jaworski (2003) as 

having an external focus with low job specificity in terms of roles, processes 

and routines. More recently it is believed that the adaptive culture, which 

combines the external focus of the entrepreneurial culture with higher job 

specificity, is more appropriate. Bureaucratic cultures which are internally 
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focused with very high specificity performed poorfy in the online space. 

Depending on whether a new organisation (e.g. dual organisation structure 

discussed above) is being started or whether on line offertngs will be deployed 

into an existing firm (single organisation structure discussed above) 

determines whether a culture needs to be created or changed. Emphasising 

values, performing symbolic activities, words, actions, formal and informal 

training, reward and recognition are ways of creating and maintaining culture 

6. Leadership: It stands to reason that leadership is instrumental in effective 

implementation. Leaders are responsible for communicating strategic intent, 

translating it into actionable plans, building capacity to implement the plans, 

monitoring and controlling performance, and motivating the organisation to 

achieve goals. E-commerce start-ups or the deployment of a new business 

model for an online offering require more than good basic management skills. 

Rayport & Jaworski (2003) state that "it was commonly held [in the dot boom 

era] that new-economy leaders needed to operate as high-energy visionaries 

- racing to bring investors on board, attracting employees willing to work 

around the clock, sealing strategic partnerships in hours or days - with no 

need to think about traditional management structuresn. Even today, long after 

the dot bomb era, online firms require a leadership style that is flexible, 

dynamic, responsive, innovative and performance oriented. 

7. Partnerships: These will vary depending on their purpose (from strategic to 

functional) and their strength. Several reasons explain why online firms have 

a propensity for establishing partnerships: complex technology, order fulfilment 

logistics and the need to develop exposure and web presence quickly. In 

addition, as communications mechanisms build on the Internet standardise it 

will simply continue to become easier for firms to establish less formal 

relationships with lowertng switching costs. The biggest folly is to 

underestimate the activity of managing such relationships and not to dissolve 

relationships that are costing money. 

These seven elements of implementation then need to be integrated and guided 

using the following prtnciples for strong execution of online offertngs (Rayport & 

Jaworksi, 2003): 

1. Execution is led by senior management - not the troops 

2. Hold people accountable for meeting the numbers 
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3. It is not just about the numbers - it is also about the process 

4. Continuous improvement is still relevant and important 

5. The customer is the starting point 

6. Hire and develop "doers" 

Metrics 

Defined metrics helps managers take a different perspective on the business model 

they have defined through the processes set out above and provides a pragmatic 

reality check. It also provides a means of communicating the strategy succinctly to 

the organisation and facilitates a management-by-objectives performance-oriented 

culture. It enables management to fulfil their responsibility for monitoring the 

implementation of the strategy and executing control by holding individuals 

accountable, aligning objectives and informing decisions on how to adjust the 

emerging strategy as reality unfolds differently to the original plan. 

Rayport & Jaworski (2003) identify several shortcomings of the balanced scorecard 

approach and propose the "performance dashboard", which enhances the balanced 

scorecard concept by using their strategic framework (as defined above) for defining 

the information needs of the measurement system. This has the effect of increasing 

the focus on the core competitive resources and partnerships identified in the 

business model step above. 

An important consideration is the life cycle of the company (start-up, customer 

acquisition, monetization and maturity). The emphasis of the measurement system is 

expected to vary as the firm evolves through its life cycle. 

3.4 M-Commerce 
The following definitions for m-commerce were obtained from the literature review: 

• "The interconnection of portable computing technologies, and the wireless 

telecommunications networking environments necessary to provide location 

independent connectivity within the business information systems domain." 

(Elliot & Phillips, 2004: 3) 

• Fralick & Chen (2004) state that although there is a view that m-commerce 

encompasses any form of mobile communication with customers, that a 

counterview is held that there must be some form of monetary gain and as 

result distinguishes between mobile commerce and mobile information. Even 
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so, it could be argued that certain forms of mobile information still create 

financial benefit and may still fall under the ambit of m-commerce. 

• awireless commerce is a key part of u-commerce, because it creates the 

possibility for communications between people, business and objects to 

happen anywhere and at any time" (Galanxhi-Janaqi & Nah, 2004:745) 

However, the most comprehensive and appealing definition is presented in 

Balasubramanian, Peterson & Jarvenpaa (2002) in their "conceptualisation of m­

commerce": 

• It involves communication, either one•way or interactive, between two or more 

humans, between a human (or humans) and one or more inanimate objects 

(such as databases), or between two or more inanimate objects (e.g. between 

devices) 

• At least one of the parties engaged in the communication must be mobile, in 

the sense that his, her, or its ability to communicate is not contingent on being 

at a fixed physical locaffon at a particular point in time. 

• The ability to communicate must possess the potential to be continuously 

maintained for at least one of the parties during a substantial physical 

movement from one location to another 

• The communication signals between parties must be primarily carried by 

electromagnetic waves, without direct sensory perception of the signals 

• If humans are communicating, at least one seeks to benefit economically from 

the communication, either in the short of the long run. If the communication is 

entirely between inanimate objects, such communication must be ultimately 

aimed at creating economic benefit for human or a firm 

3.4.1 Adoption 
A study performed by Malhotra & Segars (2005) investigated the adoption patterns of 

m•commerce users in the US by analysing the following three areas of interest 

against the 5 generic population groups of the adoption lifecycle (i.e. innovators, 

early adopters, ea~y majority, late adopters and laggards): 

• How each population group rated mobile commerce against the drivers of 

adoption 

• The most desired m•commerce applications for each group 
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• The most significant customer education areas to facilitate adoption 

The following findings of this study are significant for this paper: 

• M-commerce adoption is likely to follow a staged evolutionary pattern, the rate 

of which will be detennined by the strategies employed by service providers. 

Big bang rapid adoption revolution is unlikely. 

• The needs of the market are best understood in terms of an automated 

workflow for everyday life including both personal and business life. 

a Primary needs arise in the area of SMS, email, banking and other 

financial information. Secondary needs arise in the form of 

entertainment and information services. Then finally context-based 

services become important for late adopters. 

o A perceived significant change to an individuals life wor1dlow, i.e. 

radical behaviour changes to accommodate the service, significanUy 

raises the barrier to adoption. The more intuitive the service is in terms 

of aligning with existing modes of behaviour the greater will be the 

success of adoption. 

• Target educational marketing of m-commerce to customer segments should 

accompany any m-commerce strategy 

3.4.2 Technology Trends and lmpllcatlons 

Following in the footsteps of European countries, the South African regulator chose 

to support the GSM (Global System for Mobile Communication) standard over CDMA 

(Code Division Multiple Access) used in the US, which was launched in 1994 by 

Vodacom and MTN. The collaborative efforts of Vodacom and MTN to joinUy support 

the GSM 900MHz standard in the interests of interoperability resulted in rapid 

adoption. By quarter 1 of 2005, the SA market had grown to 23.1 million subscribers 

(Paterson, 2005). 

Although GSM, defined as a 2G technology, is based on digital transmission instead 

of the analogue mode of 1 G, it is primarily configured for voice and not data (Elliot & 

Phillips, 2004). The next evolution of technology was 2.5G, which was essentially an 

incremental improvement on 2G by optimising it for improved performance and 

always-on connectivity. GPRS is a more typical network implementation of 2.5G 

introduced in South Africa during 2002. 
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3G technology typically utilises Wideband Code Division Multiple Access (W-CDMA) 

and is therefore ironically based on the CDMA standard that originally lost out to 

GPRS in the 2G race for standards in SA (Elliot & Phillips, 2004). 3G's W-CDMA 

technology provides for enhanced data transfer rates, world-wide connectivity and 

roaming as well as enhanced spectrum utilisation efficiencies over predecessors. 

Although Vodacom and MTN were both testing out 3G during 2004, Vodacom 

launched it's 3G technology in Dec 2004 offering most of South Africa's urban 

metropolitan subscribers 384Kbps high speed internet access, live video calls, 

television broadcasts and CO-quality music services. Although only 10% of 

Vodacom's 6000 country-wide masts support 3G, when the subscriber is out of 

range, the service seamlessly switches to Vodacom's GPRS network. 

MTN has opted for a more cautious approach by backing EDGE in an aggressive roll­

out plan. EDGE stands for Enhanced Data rate for GSM Evolution and is colloquially 

referred to as 2. 75G due to the fact that it leverages GPRS technology and aligning 

with almost all of 3G se,vice capabilities except video calling. MTN saw this as a 

critical opportunity allowing them to roll-out high performance ubiquitous '2.75G' 

seivices at a faster rate than Vodacom could with 3G. This is a fal~y significant 

move if one observes that the voice market is extensively serviced by the oligopoly of 

all network operators, making data services the next market challenge which at 

present only accounts for 5% of total revenue. 

The following table summarises the key attributes of these technologies: 

Roll-out In SA 1994 

NetwOl'k lmplemertl:ation GSM 

Data Rates 

2002 

GPRS 

Theoretical: 11 s -

160Kbps 

Typical: 45Kbps 

2004 

EDGE W-COMA 

Theol1nlc:a~ 400Kbps TheoratleaJ: 2Mbps 

Rural: 200Kbps <120Km'tl: 384Kbps 

::> 120Km'tl: 144Kbps 

Although a 3G plattorm is rolling out through Vodacom, the development of 3G 

enabled services and products will be a function of mobile user adoption. The 
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success of mobile take-up in South Africa has been as a result of the simplicity of 

purchasing airtime with pre-paid vouchers and low-cost market entry through the use 

of entry level of handsets. This means that the bulk of the 23 million users in South 

Africa will either not have the latest 3G enabled handsets for some time or will not be 

able to afford the current data-oriented packages which are currently priced at around 

R600 per 1 GB of data. 

GPRS and EDGE on the other hand are far more pervasive in SA with a larger 

segment of the mobile user base with compliant handsets. The problem with GPRS 

based connectivity is that the charge is "per minute of connection" rather than "per 

data downloaded". This can result in fairly large charges (Fralick & Chen, 2004). 

The South African mobile environment is therefore expected to be stratified with SMS 

still providing the largest low-cost mobile service offerings, followed by an 

intermediate cost and differentiated GPRS based offerings and lastly a small section 

of the population in the innovator and early adopter segments of the adoption 

lifecycle benefiting from high-end 3G service offerings. It is expected that MTN will 

claim a stake on the intermediate level offerings and Vodacom on the high-end. At 

very least, the stratification will be cumulative, meaning that every layer of 

differentiation at least has access the all the benefits of the layer below giving rise to 

healthy competition between Vodacom and MTN in the lower to intermediate level 

offerings. 

3.4.3 Security Threats 

Distinct from internet wired devices, mobile devices have a unique risk profile which 

arises from their ability to setup what are referred to as ad hoc networks in which 

devices that are in close proximity can communicate with each other without the need 

for fixed infrastructure (Ghosh & Swaminatha, 2001 ). As a result, attackers need not 

pursue their target, since targets will continuously be roaming into their zone. 

Furthermore, the mobility of attackers makes them difficult to trace as they do not 

need any fixed geographic setting to launch an attack from. 

Loss and theft risks are enhanced due to the mobility and personal nature of devices; 

users will be more inclined to store personal sensitive information on their personal 

mobile device than on their corporate worl<stations. Gosh & Swaminatha (2001) 

explain that without the ability to accurately authenticate the user of the device, the 

risk that privileged access to personal and corporate services and information can be 

easily compromised. 
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They also identify web tracking and profiling as more of a problem in the wireless 

paradigm as it adds another two variables on top of those available to the web: the 

cellphone number of the user and the geographic location. Attempts on the part of 

organisations to limit their public liability through the acceptance of legal disclaimers 

is limited by the handheld devices viewing size; users will not be inclined to read 

through reams of legal jargon on their handsets. 

Three risk areas are reviewed by Gosh & Swaminatha (2001 ): the channel, the 

plattorm (or operating system) and the application software. 

Channel security has received a lot of attention and is therefore perceived to be the 

most secure element in the system. As a result attention is drawn to the elements on 

either end of the channel; that being the server-side and client-side. 

By 2001 neither the engineering of the plattorm nor the application software for 

mobile devices had fully leveraged the wisdom gained from e-commerce 

applications. Gosh & Swaminatha (2001) identified the exposure areas of the mobile 

plattorm or operating system as follows: 

• No memory protection mechanisms exist to prevent one application from 

'spying' on another 

• No access control mechanisms exist to prevent unauthorised programs from 

accessing privilege system resources or data 

• No encrypted tunnelling capability exists to establish secure virtual private 

networks over insecure wireless links 

• No strong authentication exists on the mobile devices to confirm the 

authenticity of the user (i.e. biometrics) 

• No software certificate authentication mechanisms exist to certify the 

installation of software to a particular user 

The limited processing power, performance, memory and bandwidth of devices at the 

time lured software developers into forgoing proper software engineering principles 

including appropriate security measures. 

Furthermore, WAP version 1.2 (Wireless Application Protocol), which was the 

wireless network architecture standard for providing web-like internet content to 

mobile devices defined a stripped down version of JavaScript programming language 

specifically designed for performance-limited wireless devices called WML Script 

43 



(Wireless Mark-up Language). In the process of achieving optimal performance on 

these devices certain security risks arose. Gosh & Swaminatha (2001) saw the 

biggest risk as being the JavaScript interpreter running on the device which was 

responsible for executing the WML scripts. It was unable to differentiate between a 

trusted code local to the device and a non-trusted one that may have been 

downloaded from the internet. Furthermore, these WML scripts could be 'pushed' to 

the device and execute, gaining access to privileged user information and system 

resources such as the complete telephony system on the device. Sensitive 

information could be damaged, altered and/or transmitted without the knowledge of 

the user. 

Capitalising on the advances in mobile technology such as improved bandwidth 

networks that support richer mobile services, improved mobile device processing 

power and memory capacity, alignment of wireless network technologies with the 

Internet Protocol; WAP 2.0 was released in January 2002. 

The WAP Forum (WAP Forum, 2002) identified the following key architectural 

enhancements in WAP 2.0 which improved the security risk: 

• It introduced XHTML scripting to resolve the indiscriminate execution of 

trusted local or non-trusted foreign scripts; a threat exposed by WML. 

However, WML is still present in WAP 2.0 for legacy content. 

• It created improved alignment between wireless network protocols and internet 

protocols to address the "WAP Gap" where a server-side WAP gateway 

translates mobile message from the wireless protocol to the internet protocol. 

In the WAP 1.x era this translation resulted in message living on the server in 

clear text for any attacker application to view. With WAP 2.0; a WAP gateway 

is not required and therefore closes the security risk. 

However, as long as legacy systems using WAP1 .x exist these threats will remain. 

3.4.4 Benefits of Mobile 
Fralick & Chen (2004) observe that the true value of mobile commerce comes into 

play in commercial situations that are sensitive to location, ~me and personalisation. 

"The value of M-commerce increases with an increase in user mobility and time 

sensitivity of the required data or transaction" (Fralick & Chen, 2004:58). 
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They also believe that businesses that are dependent on a mobile work force can 

yield significant business value by providing real-time access to infomiation for time­

critical decisions. 

3.4.5 Challenges of Mobile 
Lack of security, unproven benefits and high start-up costs were the most frequently 

noted reasons cited by IT professionals as barriers to adopting wireless technologies. 

The concepts of authentication, privacy, integrity and non-repudiation embraced bye­

commerce are essential design elements for the mobile space (Fralick & Chen, 

2004). 

The mobility of devices themselves poses a high physical security risk of loss due to 

damage, theft or misplacement (Fralick & Chen, 2004). 

The variability of mobile devices has far exceeded what the personal computing 

industry has ever been faced with. This presents challenging software development 

choices and significant investments. 

3.4.6 Strategy Considerations 

Fralick & Chen (2004) recommend a well-thought through business solution 

addressing the following issues followed by a pilot project designed for a small 

business unit: 

• What business problems can be solved by mobile technologies? 

• Are our customers and employees likely to use mobile devices? 

• Will the mobile platform primarily be used to deliver infomiation or facilitate 

transactions? 

• Is the product or service time sensitive or location sensitive? 

• How many of my potential users feel secure in transmitting sensitive 

information via wireless networks? 

• Can the company make a profit or reduce costs from the investment of m­

commerce technology, or will the initial investment, transaction cost, and 

support exceed the profit of the product or service sold? 

• Will the investment in m-commerce technology produce any tangible benefits, 

such as improved customer service or employee morale? 
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They also recommend that product or service applications be identified and designed 

before devices and technology is chosen. Once the product and service application 

is in place, an application roll-out plan including a pilot should be developed on sound 

principle of technology acceptance model or innovation diffusion theory. 

A study performed by Balasubramanian et al (2002) in which a space-time analysis 

was done on a number of activities in a wor1d with and without mobile technologies 

highlighted a number of key observations. By plotting these activities on a graph with 

the vertical axes being the time dimension ranging from fixed time to flexible time and 

the horizontal axis being the space dimension ranging from constrained to flexible, it 

was highlighted that "hardly any significant economic and/or utilitarian activities are 

highly flexible along both spatial and temporal dimensions". By deploying mobile 

technologies, these activities migrate on the plot by increasing both the spatial and 

temporal flexibility of the activities. As a result they put forward a classification of m­

commerce applications along 3 dimensions: 

1 . Location sensitivity of the activity 

2. Time sensitivity of the activity (i.e. relating to a scheduled event, quickly 

depreciating information, or emergency related) 

3. Extent of control over the application by the user or provider of the service 

The taxonomy of these applications is provided in the table below. 
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Table 5: Taxonomy of Moblle Commerce Appllcatlons 

• :.~11,ti" ~ ;:: ;J,,1jll!i~ T ► .... i 
Category 1 Yes Yes 

Category 2 Yes Yes 

Category 3 I Yes I No I 

Category 4 I Yes I No I 

757··.j:•1 11 7 .! .• I 
- ', c'>.., • " • ·-> 
' ·:;..~'.:. ·,. 

.,. .- ~ 

User 

Product or 

Relates to the immediate context of the user. Likely lo be consciousness 

enhancing. 

Example: cellphones used to activate vending machines 

Relates to the immediate context of the user all:! may invotve opportunities 

Service Provider I to attenuate information or automate certain processes. 

User 

Example: Airbag deployment on a vehlde results in a notification to a 

service provider who then attempts to make contact via cellular network 

with the driver. If no response then emergency services are deployed to 

the accident using GPS. 

I Typically relate to the satisfying the on-demand Information required by the 

user. 

Example: request for route directions 

Pnxluct or I Typically involves the monitoring and data acquisition which Is locatlon 

Service Provider specific. 
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Category 5 No Yes User Typically Involves the acquisition of t!me-crillcal Information where real-

time decision making Is crucial 

Example: Wireless stock quote request 

Category 6 No Yes Pnxluct or Slmllar to category 5, but the service provider takes the Initiative to push 

Service Provider information to the user based on certain event criteria. 

Example: Stock price alerts 

Category 7 No No User Involves the user driven request for information typically held In data 

repositories 

Example: Wlreless access to digital music libraries 

Category 8 No No Product or Typically Involves the remote update of mobile unit configurations or 

Service Provider sohware 

Example: Remote update o1 software 
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3.5 Voice Commerce 
Voice commerce is defined as follows: 

• Voice commerce is the deployment of voice technologies such as speech 

recognition, voice identification and texHo-speech to improve operating 

efficiencies and customer service (Galanxhi-Janaqi & Nah, 2004:746) 

An example of voice commerce in action is the voice commerce gateway built by 

Okamlogic, a Canadian based company established in 2000. It built a voice 

commerce gateway that allows callers to say certain commands; the computer 

system recognises them, retrieves their requested information and reads it back to 

them using a voice synthesiser (Bolan, 2001). The president of Okamlogic sees a 

significant value proposition for companies through operational efficiency using such 

systems. 

Gallagher (2001) explains that voice recognition systems pickup where IVR systems 

end in the voice commerce spectrum, since they are able to receive spoken sentence 

as an input medium instead of the touchtone keypad of the phone. More 

sophisticated systems make use of biometric voice printing to identify a caller by 

voice instead of using a pin number. 

A level of integration between e-commerce and voice commerce emerges in the form 

of 'voice over IP' products in which spoken messages are carried over the internet. 

This enables parties to collaborate verbally over the same website screen and 

internet connection; a significant enhancement for call centre based customer 

services. Howard Sachar of IBM does caution that the quality of voice over the web 

may still be problematic for large scale adoption as delays and distortions irritate 

callers particularly in challenging engagements (Gallagher, 2001). 

Before embarking on a v-commerce solution, one also needs to consider the 

frequency and complexity of interaction that must be hosted over the channel. As an 

example, Gallagher (2001) indicates that the success rate with servicing existing 

customers is far easier than attempting to sell new customers based on the 

complexity of the sales process. Another consideration is that v-commerce has 

significant advantages in a mobile context in which the caller's visual attention is 

almost fully occupied as when driving a motor car (Biddlecomb, 2000). Where the 

product or service needs to be seen or experienced in order for the consumer to 
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make an informed decision are situations where voice commerce will not work. 

(Biddlecomb, 2000). 

Another scenario in which synergies arise between v-commerce and m-commerce 

arises from the miniaturisation of handsets. It may be more convenient to search the 

internet using WAP over a mobile handset in mixed mode, where certain user inputs 

are done by voice rather than attempting to navigate the clumsy mobile handset 

keyboard. (Biddlecomb, 2000). 

Cable And Wireless do not see voice commerce replacing call centres as their still 

appears enough human resources to meet the current market needs (Biddlecomb, 

2000). 

Another emerging v-commerce offering is the voice portal which allows a caller to 

perform a wide variety of tasks using a voice browser. Several large firms are 

currently developing such voice browsers (Biddlecomb, 2000). 

Erlich of Nuance (Gallagher, 2001) says that the payback period for a typical in­

house develop system is in the range of 3 to 6 months with a net cost saving of 

roughly 75% to 80% saving per call atter about 2-3 years of optimisation. VP of Mark 

Group retailer operations confirms similar savings where their speech recognition v­

commerce solutions had reduced call costs from $2 to 80-85c (Heun, 2001) for 

customers checking shipping statuses. Gallagher (2001) cautions these voice 

systems can be complex and that outsourcing models do exist to minimise the risk to 

organisations. 

One of the big hurdles is one of acceptance and adoption by the general public. As 

this takes effect the possibilities for deploying voice commerce to more and more 

applications become easier and less risky (Gallagher, 2001). 

The reliability of a speech recognition system depends on the list of recognisable 

words in its database. A company by the name of Nuance indicates that they've had 

success rates of 95% which is better than the 90% success rate at which humans 

recognise words (Gallagher, 2001 ). 

And yet it would seem that speech recognition is critical to overcome the adoption 

barrier for v-commerce. A Frost & Sullivan report suggests 1hat IVR systems with 

touchtone menu selection can see as much as 50% of calls terminated or a selection 

made to speak to an operator. And yet a high proportion of these non-adopters 
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would be prepared to work with advanced speech recognition systems (Avalone, 

2001 ). 

As early as 1998, companies like Motorola, Broadvision, Nuance, VISA were 

collaborating in building a platform that would integrate e-commerce, m-commerce 

and voice commerce. Companies would be able to completely reuse business logic 

built for their e-commerce websites by deploying this new platform as a user-interface 

layer on top. Their customers could perform much of the same transacUons they 

were doing over the wired net on their cellphones using voice recognition browsers 

(Nelson, 1998). The leverage took the fonm of reusing the same business logic used 

for the website. 

3.6 Television Commerce 
Television or t-commerce is defined as follows: 

• Television commerce opportunities emerge as a result of interactive digital 

television technology allowing two-way personalised communication with end­

consumers. (Galanxhi-Janaqi & Nah, 2004:746) 

Galperin & Bar (2002) provide a brief history of the US 1elevision broadcast industry, 

which has seen 3 generations and note that each new generation of broadcast, 

rather than supplant the previous, builds a new layer of broadcasting opportunities 

and business models. 

They refer to the first generation as the Fordist Television generation and explain that 

it involved one-way broadcasting of a few video channels in which broadcasters 

essentially sold a large public viewer base to advertisers (Galperin & Bar, 2002). 

This is the same model as the SABC business model in South Africa. 

The second generation was introduced during the 1970's as a consequence of the 

introduction of cable television. Again the model was one of one-way broadcasting 

but to a limited audience base who paid subscription fees in addition to licenses. 

MNET and DSTV essentially ushered in similar versions of this generation but using 

encoded radio signal transmission and satellite transmission respectively instead of 

the cable installations used in the US. 

As a result of yet another 1echnological disruption, digital processing and 

transmission, a third generation of television has been introduced referred to as 

interactive television. 
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The British broadcasting regulator defines ITV services as "'pull' services initiated by 

the subscriber to a MVPD (Multi-channel Video Programming Distributor) that are not 

necessarily related to any specific video programming" (Galperin & Bar, 2002), which 

gives rise to two types of ITV services: 

1. Program-related services: "[T]he programmer or advertiser will typically 

contract with an ITV service provider for the creation of programming 

enhancements, storage of interactive content, and management of return 

channel data." Users can obtain additional information relating to the 

broadcast content, select video feeds from a menu, interact with live shows, 

sports events or other viewers or to initiate commercial transaction relating to 

the content being broadcasted 

2. Dedicated Services: "Typically, these will be entertainment, information, and 

transaction services provided by electronic retailers on the basis of contracts 

with the MVPD, which essentially acts as a platform operator, ottering third 

parties a 'window' for t-commerce. Examples of these services already 

available or in the deployment stage are electronic programming guides 

('EPGs'), video-on-demand, e-mail, game, gambling, and electronic banking." 

Given these two categories, one can see that the South African television 

broadcasting industry has started to explore the first type with a wave of new 

television shows such as SABC's 3-Talk engaging viewers through the mobile 

channel. In addition, in the last year the market has seen the introduction of 

integrated home entertainment system set-top boxes such as the Xhibitor from Mecer 

which integrates the potential of the personal computer, internet, DVD player, MP3 

player, multi-media card readers, Dolby surround sound and wireless capabilities in 

an affordable package and appears to be an ea~y entrant preparing the South 

African market for ITV. 

However, Galperin & Bar (2002) caution that dial-up internet and satellite channels 

for return channel data has typically shown too much latency for an engaging and 

pleasing interactive experience for viewers and that a broadband wired or wireless 

solution is an entry barrier. 

From a marketing perspective, television has the greatest potential for holding an 

individuals attention. Radio tends to detach the customer. The internet puts the user 

in control of the exploratory process and removes control from the marketer (Davis & 

Yung, 2005). But television allows the marketer to deploy a message through a 
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powerful integration of sound and vision. Now through the integration of television 

and mobile channels, marketers are able to better hold the attention of their market 

by converting their viewers to active participants. Davis & Yung (2005) cite examples 

in which the marketers use the power of the television channel to deploy information 

to viewers and then engage them with the mobile channel. Moreover, it allows the 

marl<eter to adjust and tailor the show in accordance with the feedback they are 

receiving from their audience and to measure and track the audience's sensitivity to 

certain probes deployed in the television show. 

Davis & Yung (2005) also identify the opportunity to leverage our familiarity with the 

television as a means to make us more comfortable with the mobile channel through 

interactive television. 

The following recommendations for an integrated television and mobile product are 

extracted from Davis & Yung (2005): 

• "Campaign content and applications designed around impulsive play and 

games will increase interactivity by influencing the audience personally and 

intimately" 

• "Maintaining conversations required TV shows to continually heighten the 

audience's emotive state, change their attitudes, and frame their mood.ff 

• "Aeai.ume communications (arising from the mobile channel] was a key 

ingredient of the audiences' perceptions of service quality, trust in the 

communication process, engagement in game playing, and enticement to 

interact in the LOOP." 

• Viewer participation should influence the development of the TV show. 

3. 7 Silent Commerce 
Silent Commerce is defined as follows: 

• "Silent commerce refers to the business opportunities created by making 

everyday objects intelligent and interactive." (Galanxhi-Janaqi & Nah, 

2004:746) Typical applications would be the use of smart cards or radio 

frequency identification (RFID) chips for tagging and tracking items. 

Smart cards and RFID technologies emerge as a result of the need to enhance the 

data carrying capability, confidentiality risks and durability of magnetic strip cards and 

barcodes (Strickland & Hunt, 2005). 
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Strickland & Hunt (2005:222) explain that "Smart cards are essentially credit card­

sized mini-computers with a processor and memory chip; a contact pad provides the 

inpuVoutput functionn. Other forms of Smart card make use of close proximity radio 

frequency as an inpuVoutput interface. Due to its computing capabilities, the card is 

able to execute algorithms such as data encryption, store dynamic information and 

output requested information. The only risk with a Smart card is theft and therefore 

they are typically implemented with security PIN numbers or other forms of 

biometrics. 

Ragbupathi and Tan (2002) describe how smart cards are being used in the US to 

host electronic patient records and as patients visit out of network or out of state 

specialists; the smart card keeps track of their evolving medical history. 

Other forms of 'smart' cards are optical cards that contain a small patch of laser 

sensitive material which can be written to once and read multiple times and in effect 

works like a CD (Stickland & Hunt, 2005). 

Stickland & Hunt (2005:222) also explain that "Radio Frequency Identification (RFID) 

is a generic term that encompasses a number of technologies that use radio waves 

to transmit data stored on an integrated circuit (IC) memory chip". The undertying 

principles of this technology were discovered in World War II when they learnt that 

radar signals can also be used to activate circuits on a target object and receive a 

signal transmitted by that circuit. The most pervasive use of this technology in the 

retail sector involves tagging products to detect theft in stores and is referred to as 

EAS, electronic article surveillance (Strickland & Hunt, 2005). EAS as the first 

commercial application only indicates the presence of the EAS device and does not 

transmit any data. 

In general RFID systems consist of an interrogator unit and a tag unit. The latter 

typically consists of an integrated circuit and an antenna. Data transmission from the 

tag can either be self-powered with a battery and is referred to as an active tag or a 

passive tag which leverages the induced power resulting from the electro-magnetic 

waves beamed out from the interrogator unit. Another form of passive tagging makes 

use of electrostatic charges resulting from the swipe of the card against an 

electrically powered ccil (Strickland & Hunt, 2005). The choice of the various forms 

of RFID depends on the desired range of transmission with the self-powered unit 

delivering the greatest range at the greatest ccst. 
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Strickland & Hunt (2005) describe how RFID technology and Smart cards can be 

combined into various formats from a 'dumb' card that only has a memory chip with 

the intelligence sitting in the card reader to a true self-powered 'smart' card that is 

able to transmit its information over some distance to readers. 

Strickland & Hunt (2005: 225) caution that "the chip can be read by anyone with a 

radio frequency "sniffer" operating at the correct frequency - and duplicated". Again 

the application should ideally be combined with some other fonm of biometric 

identification to authenticate the individual. More advanced RFID chips allow for data 

encryption to address the confidentiality of information and privacy rights of the owner 

of the device. 

A HEALTHCARE Purchasing News article (2006) referred to a study by The National 

Alliance for Health lnfonmation Technology and BearingPoint Inc. in the US of 300 

government and commercial healthcare providers, indicates that RFIO is already 

being used in a number of applications in the US; medical equipment tracking, drug 

counterfeit detection, tracking of drug usage through clinical trials, hospital and 

medical device asset tracking, inventory management, patient safety systems 

involving identification and medication administration, patient flow management, 

access control and security, supply chain system and smart shelving. Although 74% 

had intentions to invest in RFID solutions by 2007 and the investment in RFID was 

largely driven by large organisations, a number of factors were retarding the adoption 

of RFID. 93% of respondents in the abovementioned study saw the costs of these 

systems as a hurdle, long payback periods, the lack of widespread adoption, and a 

lack of standards (HEALTHCARE Purchasing News, 2005). A RFID systems senior 

manager at Zebra Technologies Corp explained that the healthcare industry was still 

getting a lot of value from barcodes and did not see the business case behind RFID 

as yet and expected business process changes to accommodate the new technology 

(HEALTHCARE Purchasing News, 2006). Notwithstanding, Gartner Group and 

Forrester Research posed RFID as one of the top 1 O technologies for 2004-2005 

(Janz, Pitts & Otondo, 2005). The vice president of the Healthcare lnfonmation and 

Management Systems Society posed auto-identification using barcodes or RFID as 

one of the top 10 trends for 2006 (IT Solutions, 2005). 

The benefit of RFID tags over PDA's, cellphones and barcodes is that it is a hands 

free technology that does not require line-of-sight. It allows for faster read rates, 

larger data capacity, the ability to be re-written, can operate in harsh environments 
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and requires less labour (HEALTHCARE Purchasing News, 2006). The downside of 

these tags is that they do use radio frequencies and are therefore susceptible to 

interference from metals, liquids and other radio devices (HEALTHCARE Purchasing 

News, 2006). 

A RFID proof-of-concept study conducted at the Elvis Presley Memorial Trauma Unit 

in Memphis, Tennesee in the US resulted in the following recommendations for a 

successful RFID implementation (Janz, Pitts & Otondo, 2005): 

• RFID implementation success is sensitive to the environment in which it is 

used. The unique factors of the environment, process requirements and 

product characteristics must be carefully considered. 

• A formal project management approach with strong project champions must 

be adopted as the implementation of RFID involves multidisciplinary and 

related activities from software development, hardware procurement and 

deployment to business process changes. 

• RFID applications are highly sensitive to supponing software applications. 

These must be design and built using formal software engineering principles. 

• Training and end-user involvement is critical. 

• If an RFID applications is to be outsourced ensure high involvement in the 

development phase to ensure on-the-job training 

• Carefully manage end-user expectations. Since RFID applications are 

relatively unknown, as the user gains an understanding of the possibilities the 

tendency will be there for scope creep. 

3.8 Telematics 
Telematics is broadly defined as follows: 

• "Telematics is the ability to wirelessly provide information to or extract 

information from vehicles and industrial equipment such as generators, 

pumps, and heating and cooling systems" (Galanxhi-Janaqi & Nah, 2004:747) 

• "Automotive telematics may be defined as the information-intensive 

applications enabled for vehicles by a combination of telecommunications and 

computing technology" (Duri, Elliott, Gruteser, Liu, Moskowitz, Perez, Singh & 

Tan, 2004) 
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Ragbupathi & Tan (2002:59) quote Greenes & Shortliffe (1990) as defining medical 

informatics (including medical telematics) as "the cognitive, information processing, 

and communication tasks of medical practice, education, and research, including the 

information science and technology to support those tasksn. 

For the purposes of this paper a more generalised definition of telematics is proposed 

that also more appropriately satisfies the medical industry: Telematics is the ability to 

provide information to or extract monitoring and surveillance information from remote 

systems or system components. 

To illustrate this definition a number of medical applications are noted below: 

• Euphin, which stands for European Union Public Health Information Network, 

is a typical case of a highly relevant and significan1 ettort to use telematics 10 

monitor the European Union for communicable diseases (Oxford University, 

2003). Euphin consists of three subsystems: a health information exchange 

and monitoring system, a health surveillance system for communicable 

diseases and an injury surveillance system. 

• The application of non-invasive, high-imaging probes is being researched and 

developed in the medical industry. A device called an intra-corporeal video 

probe (IVP) is a capsule sized telemetric video probe which a patient swallows 

and as it progresses through their digestive system captures video images and 

transmits them wirelessly to a digital processing and information management 

system for analysis by health specialists (Medical Devices: Improving The 

Image, 2005) 

• CardioNet in the US has developed a cardiac monitoring device that transmits 

patient condition information wireless to a PDA-type device. This application 

has been used on more than 35,000 patients (Frazier, 2005). The next 

generation of the device will have cellphone capability to enable a call 

between the physician and patient. CardioNet see an entire industry of 

wireless health monitoring services developing as monitoring and wireless 

technology becomes cheaper, smaller and more reliable. A similar project is 

underway in the UK with various medical technology organisations and Oracle 

that uses a small externally placed s1icky pad sensor that monitors 

electrocardiogram data and wirelessly routes the information via cellphone to a 

medical monitoring centre (The Doctor in Your Pocket, 2005). 
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• Tele-pathology (Baruah, 2005) and tale-radiology are two examples where the 

acquisition of pathology results or X-ray images are remote from where the 

analysis by a specialist takes place or more significantly when multiple 

specialists collaborate in different parts of the world on a single case. 

Applications such as these are particularty significant in third wortd countries 

that do not have sufficient specialists to service a large geographic area with 

poor infrastructure. 

• Cellphone manufacturers are entering the health telematics market with 

cellphones with built blood-glucose meters which are capable of transmitting 

readings, weighing scales and blood-pressure monitors that route reading via 

cellphone to a target system (The Doctor in Your Pocket, 2005). 

• 75% of the US healthcare spend is on chronic medication. Two applications 

target this cost driver directly. The first is an application developed in South 

Africa by a company called SIMpill in which 2000 people use a device that 

detects if the cap of a bottle of pills has been opened or not and 

communicates this information to a central computer system. If the system 

determines that pills have not been taken on time, it sends an SMS message 

to the patient as a reminder. The second suggested application to encourage 

exercise by building in a pedometer into a cellphone which results in free 

phone minutes sponsored by the healthcare funder when the person exercises 

regularly (The Doctor in Your Pocket, 2005). 

The regulatory challenge for medical applications exceeds that of commercial and 

industrial use based on the type of application; life-sustaining applications being 

more rigorous than diagnostic and monitoring systems (Cravatta, 2006). In support 

of this a restricted radio frequency band called Medical Implant Communication 

Service has been reserved for implanted medical devices. Bluetooth technology is 

also cited by Cravatta (2006) as wireless communication alternative for implanted 

devices. 

Wireless technology also provides the opportunity to allow for less intrusive upgrades 

to implanted devices, such that the bulk of the control system of the device is situated 

outside the body with only the bare minimum electromechanical components or 

sensors in the body (Cravatta, 2006). 
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The cellphone therefore becomes a critical component in the networking of these 

devices. Cravotta (2006) sees it playing the role of a communication gateway 

between the medical device and medical specialists and support personnel, or even 

a user terminal for the delivery of feedback information or remote control. 

The Economist refers to a report by HBS Consulting in London who state that the 

global tele-health market "will grow to $7.7 billion in 2006, up from $3.2 billion in 

2003" {The Doctor in Your Pocket, 2005). 

3.9 U-Space Market and Trend Analysis 
As a result of Gilde(s Law, which predicts that bandwidth triples every 12 months, 

Moore's Law, which proposes that computing power doubles every 18 months, and 

that communications channels are tending to converge on a single standard, the 

Internet Protocol, several principles are driving the new economy (Bothma, 2005). It 

continues to become easier and more efficient to process information rather than 

physical products. The world continues to shrink as people are able to engage with 

each other across the globe in ever-increasing degrees of richness. This is closely 

associated with a growing culture of instant gratification as people can access 

information and services when they want, where they want and receive immediate 

attention. Different to other resources or utilities, the more people use the internet 

the more valuable it becomes. Distribution dynamics change dramatically in this new 

world. Traditionally intermediaries added value by breaching the separation of time, 

space and information, and discrepancies in quantity and assortment which exists 

between buyers and sellers. The virtual world allows buyers and sellers to breach 

many of these gaps themselves giving rise to new opportunities for sellers and 

increasing bargaining power for buyers. As Bothma (2005) succincUy states, "[t]he 

impulse to buy and the purchase itself used to be separated by a combination of 

physical and mental barriers." 

This evolving new order drives a transition from the traditionally geography-driven 

firm to what Watson et al (2002) refers to as the network-driven firm. As a collection 

of stakeholders, the network-driven firm, is able to co-ordinate their activities through 

the exchange of electronically-mediated messages to achieve greater efficiencies 

and effectiveness in the production and/or deployment of services to their collective 

end-eustomer. Collaboration of this nature is critical if a service is to achieve ubiquity 

and unleash the benefits that u-commerce promise. The reason for this is based on 

what Watson et al (2002) refers to as "bounded rationality" in which he identifies 
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three reasons why consumers' ability to behave rationally in their decision making is 

limited. At the specific moment in time that a decision is to be made (which could be 

anywhere and anytime; typically not when they are silting in front of their desk top 

dialled into the Internet) they are not aware of all the alternatives available to them. 

Neither are they fully aware of the consequences of the alternatives that they are 

aware of and most often they do not have a mental model to help them evaluate the 

consequences. In order to deal with this complexity, consumers typically develop a 

simplified mental model of their world to filter out complexity and allow them to make 

decisions. The quality and rationality of those decisions is a function of how well their 

mental model maps to reality. 

Watson et al (2002) argue that given this problem solving mechanism, consumers 

find themselves in markets which are evolving from physical marketplaces to virtual 

marl<etspaces (websites on the internet) to u-space. They further propose a 

conceptual framework for u-space along two dimensions: 

1. Space/time spectticlty ranging from "localised" to "everywhere" technology 

2. Awareness ranging from "unconscious" to "ultra-conscious" where 

technology either attenuates infonnation or amplifies it 

These dimensions then give rise to 4 types of commerce as depicted in the following 

diagram: 
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"Hyper-Real'' Commerce: When technology is used to extend consumer 

consciousness into enhanced or artificial reality and creates an extraordinary 

experience through the interaction with a product or service. Examples of this is film, 

computer generated virtual worlds, or enhanced experience of white water rafting. 

"Post-Human" Commerce: When technology is used to extend normal conscious 

experience of services in a ubiquitous sense, such that it is always available at any 

place or anytime. An example of this electronic banking which can be access via the 

web, cellphone or ATM. 

"The Matrix" Commerce: By attenuating information to consumers, this form of 

commerce is essentially silent and attempts to automate transactions that 

unnecessarily consume conscious thought. Also termed synchronous marketing, the 

Matrix is omnipresent and learns, propagating such learning to all nodes in the 

networ1<. 
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"The Node" Commerce: Similar to "The Matrix", it attenuates infonnation by 

automating transactions which typically consume consciousness. However, the node 

is bound to a specific location; it is not ubiquitous. An example of this is automatic 

billing on toll roads using e-tags. 

Dynamically along the consciousness axis, the model proposes that as u--commerce 

and the under1ying technologies improve what is presented today in an ultra­

conscious way (to enhance bounded rationality such that consumers can improve 

their decision making) will move toward the unconscious in future. Watson et al 

(2002) emphasises that finns need to view consumer attention as a limited resource 

and recommends that they perform an attention analysis to determine how to 

optimise and focus consumer attention on those transactional decisions that truly do 

require quality decision making. This view concurs with that of Davenport (2000) who 

states that "[t]he truly scarce resource and thus the most likely currency of the new 

economy, is actually human attention". Designs of new on line offerings need to 

employ a principle of "conservation of attention"; for every new category of 

information introduced for consumers to contend with should be an equal and 

opposing design to move some other information into the realm of the unconscious. 

Watson et al (2002) predict that attention management will become one of the key 

challenges of u-commerce. 

Along the time-space specificity axis, Watson et al (2002) argues that through 

competitive forces (termed "competitive rationality") and the commoditisation of what 

are initially unique and innovative, products and services will continually move from 

the unique and specific time-space to time-space independence thereby becoming 

ubiquitous. 

Watson et al (2002) proposes that the u-space model is a tool that can help 

organisations determine the future trending impact of u-commerce on their respective 

industries, particularly given the dynamic prescriptions of the model. In addition, it 

should help them profile the commerce types which dominate their industry and 

understand the implications of moving from one of the four commerce types to 

another. 

In closing Watson et al (2002) warns of complacency indicating that e-commerce has 

fallen short in take-up with consumers as a result of their aversion of using the time­

space specific computer interface and their desire to touch and experience products 

and services in a social setting. Fundamentally, consumers are people yearning for 
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an aunforgettable experiencen and only when technology and computing becomes 

seamlessly integrated and fully pervasive with their natural and fluid engagement with 

their environment will u-commerce become a reality. 

3. 1 O Architectural and Radical Innovation 
Technological innovation has been analysed in a number of different ways to attempt 

to understand the impact of new technologies on organisations and industries, and to 

inform new coping or competitive strategies. Two relevant perspectives are 

highlighted here. The first, called a Transilience Map, Bothma (2005) describes the 

model put forward by Abernathy and Clari< (1985) which is essentially a 2x2 matrix 

with one dimension being the impact of the innovation on the established linkages 

the firm has with the market and the other dimension being the impact the innovation 

has on the established linkages the firm has with technologies. 
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Bothma (2005) used the map to discuss two competing perspectives that a firm could 

take on e-commerce as a technological innovation. The first view being 

uevolutionaryn view, meaning that e-commerce will merely extend current business 

models delivering increasing levels of efficiency and market reach. Essentially this 

view is that e-commerce will enhance the linkages with the mar1<et but destroy 

linkages with established traditional brick-and-mortar technologies and therefore 

views e-commerce as a revolutionary innovation. The second view is that e­

commerce is a radical/architectural innovation destroying both linkages with 

established technology and markets glYlng rise to new business models, new 

mar1<ets and building on new technologies. Bothma (2005) also cautions firms whose 
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products and/or services are predominantly or wholly information based run a 

significant business risk if they take the first view; revolutionary innovation. The 

same can be said of u-commerce and becomes apparent when considering the 

second perspective of classifying innovation. 

Henderson & Clark (1990) looked at systems as consisting of components and 

architecture. The former embodying core design concepts and the latter determining 

the unique relationship between those core concepts. Their model is depicted below. 

Incremental Modular 
Innovation Innovation 

ArchitactlJral Radical 
lnl1CIV8tion Innovation 

Reinforced 

Core Concepts 

Figure 4: Architecture and Component Based lnnovaUon ClasslflcaUon 

Based on this map it is clear that u-commerce is an architectural innovation which 

creates new relationships between existing core component concepts of e­

commerce, m-commerce, voice commerce, silent commerce, etc. Referring back to 

figure 3 it becomes apparent that u-commerce is expected to destroy the established 

linkages firms have with their markets as well as their linkages with current 

technologies. 

This observation is critical for two reasons: the implications of S-Curve behaviour for 

architectural innovations and the challenges facing established firms facing 

architectural innovations. 

Christensen (1992a) describes how firms taking a leading position on innovations 

that change the architecture of systems (i.e. architectural or radical innovations) are 

able to create far more powerful and enduring first-mover advantage than firms 

attempting to disrupt the market with component level innovations (i.e. incremental or 

modular innovations). Interestingly Christensen's (1992b) points out that new 

entrants dominated due to their ability to attack the emerging market and not 
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necessarily through their technology prowess. In addition, his research demonstrates 

that these disruptive technologies typically evolve in different markets to the one in 

which they ultimately dominate. Initially the new technology starts out at an inferior 

performance level se,ving a different market. The disruption event occurs when the 

new technology begins to se,ve the needs of the market in question at a far better 

price level than the established technology which is charging a premium for over­

servicing the market (Christensen, Verlinden & Westerman, 2002). What this 

highlights is the risk that a dominant player in an industry is exposed to if they are too 

dependent on an established technological architecture. 

The second critical implication of architectural innovations relates to the challenge of 

implementation. Henderson & Clark (1990) explain that two forms of knowledge 

develop in a finm: component and architecture knowledge. Typically mature and 

established firms have settled on a dominant design or architecture and tend to 

incrementally improve the components of that architecture. In order to deal with the 

complexity and abundance of infonmation in their world, they organise themselves to 

reflect their architecture, setting up channels of communication and information filters 

that filter out "noise" which is not relevant to the current dominant design. Ironically 

these firms deal with radical innovations quite well since their channels and filters 

detect component innovation and therefore acknowledge the need for new 

organisational structures and modes of learning. However, architectural innovations 

are continuously under threat of failure due to the fact that firms do not identify with 

the architectural change as they cannot see any component level changes; the 

architectural change is effectively filtered out. They simply apply existing paradigms, 

modes of learning and organisation structures to the new innovation and do not 

reconfigure their culturally embedded channels and filters to accommodate the 

innovation appropriately. 

This explains largely why smaller new entrants are more successful at taking on 

architectural innovations and blazing a trail through established industries, bring 

established corporate giants to their knees; they do not have the bureaucracy and 

cultural inertia which fights against the urgently required re-organisation. 

Christensen & Overdorf (1997) identify that organisational capabilities reside in 

resources, processes and organisational values. In fact they argue that the 

capabilities migrate from being initially only in resources and then, as a result of 

competitive forces, are made explicit in processes. Over time these processes 
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become so entrenched that they begin to manifest in the culture of the organisation. 

Their prescription of coping with disruptive change is to create a new organisational 

boundary by doing one of the following: 

1. If the capability resides in processes and new processes are required to cope 

with the disruptive change, then the firm should consider creating a new 

organisational structure within the corporate boundary. This can be achieved 

with heavy-weight core team project structure with a dedicated heavy-weight 

project manager. 

2. If the firm's values are likely to reject the processes and value system of the 

required organisational structure then a spin-out organisation either as a 

subsidiary or as a autonomous project team (termed "tiger" team) with 

dedicated resources and heavy-weight project manager 

3. Finally, the capability can be created through acquismon. Depending on 

whether the capability resides in the acquired firms processes or culture will 

determine whether the firm should be integrated into the parent or not; if it is 

the latter then absorbing the firm will destroy the capability. 
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4 Research Methodology 
The purpose of this chapter is to detail the specific problems, research questions, 

investigative questions and methodologies which will be used to study the chosen 

unit of analysis. 

Fundamentally the methodology used for this research report is "case researchn 

applied to Discovery Health administrator as the unit of analysis. The first issue to be 

addressed is the justification for the methodology. 

Perry (2001) provides a synthesised definition of "case research" from several literary 

sources. The following is quoted from his article: 

1. an investigation of a contemporary, dynamic phenomenon and its emerging 

(rather than paradigmatic) body of knowledge (Eisenhardt 1989; Yin 1994; 

Romano 1989; Chatty 1996; Gable 1994; Sonoma 1985); 

2. within the phenomenon's real-life context where the boundaries between the 

phenomenon and context under investigation are unclear (Bonoma 1985; 

Chatty 1996; Stake 1994; Yin 1994) 

3. when explanation of causal links are too complex for survey or experimental 

methods (Eisenhardt 1989; McGuire 1997) so that single, clear outcomes are 

not possible (McGuire 1997); 

4. using interviews, observation and other multiple sources of data (Bonoma 

1985; Perry 1998a; Robson 1993). 

U-commerce is not in itself a new or additional electronically mediated form of doing 

business but is instead an architectural innovation which integrates existing forms of 

commerce seamlessly and in a manner which is intended to yield more value than 

the individual components operating separately. Operationally, the ubiquity of the u­

commerce service across the various channels blurs the boundaries of where one 

channel added-value starts and the other's end within a servicing event. As a 

consequence the value of u-commerce cannot be measured as directly as the value 

generated by the individual u-commerce components. These characteristics mystify 

causal links between u-commerce and value attribution and therefore satisfy the 

second and third requirements of Perry's (2001) definition for case research above. 

Each of the commerce components of u-commerce have a maturing body of 

knowledge and are becoming increasingly embraced by various industries. However, 
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how these components are integrated to form a new whole, which is u-commerce, is 

relatively void of theoretical frameworks, prescriptions, qualitative and quantitative 

research. This is evident in the exploratory nature of questions arising from recent 

research on the topic (refer to the Literature Review chapter) and satisfies the first 

requirement of Perry's (2001) "case research" definition. 

Point 4 of Perry's (2001) definition of case research above emphasises the use of 

multiple techniques to collect and explore data which characterises the techniques 

used in this research. 

4. 1 Problem Statement 
Most organisations, operating without a fonmal knowledge or framework of the u­

commerce concept, have inevitably taken a parochial view of the various u­

commerce channels allowing them to evolve organically without explicitly 

investigating and exploring the potential added value of integrating them using an 

infonmed and holistic strategy. Galanxhi✓anaqi & Nah's (2004) research supports 

this view on a global scale by stating that "a great deal of research effort is required 

to realise the complete vision of u-commerce and to understand its implications" and 

is further illustrated by their suggested areas of further study which, in research 

terms, identify the sub-problems facing u-commerce: 

• Assessing the true value of u-commerce 

• Adoption strategies for u-commerce 

• The implications of privacy, trust and security 

• The rate of u-commerce technology innovation and adoption 

This study focuses specifically on the first IWo sub problems above. 

4.2 Unit of Analysis 
Discovery Health administrator operating in the South African healthcare industry is 

used as the unit of analysis in this research to explore the problem of assessing the 

true value of u-commerce and adoption strategies. 

The justification for using a single organisation as the unit of analysis is justified 

based on the following: 

• Discovery Health was regarded by the ITWeb publication. 'The E-Business 

Handbook 2004' as the leading a-business organisation in South African 
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healthcare in 2004 by a substantial margin as perceived by the ICT sector in 

South Africa (Hartley & Worthington-Smith, 2004) 

• Discovery Health is the largest administrator in South Africa administering the 

largest South African medical scheme and has operations in the US and UK 

• As a e-commerce software development manager at Discovery Health the 

researcher has unique access to essential primary sources within the 

organisation for the purposes of this study 

4.3 Research Questions 

The research questions in table 1 below are a variation of the research questions 

posed by Galanxhi & Nah (2004) and were modified with the intent of making them 

more relevant to the healthcare context. 
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It is proposed that an administrator with sufficient scale such as 

Discovery Health can, by making use of u-commerce principles, 

generate sufficient operational efficiencies which when passed 

healthcare more affordable to a broader I on to its schemes through reduced admln fees can result in a 

spectrum of South Africans? reduction in member contributions to the extent that medical 

scheme membership becomes more affordable to a broader 

spectrum of South Africans. This in turn will result in 

competitive forces in the administrator market space to further 

drive the industry's average cost of contribution down. 

Adoption strategies for I 2. What is an appropriate or recommended I It is proposed that the current set of strategic tools presented in 

u-commerce strategy framework for medical 

administration companies wanting to embark 

on u-commerce initiatives in the South 

African healthcare industry? 

literature for each of the components of u-commerce and 

generic technology and innovation strategy tools together with 

the experiences of Discovery Health can be used to synthesise 

a recommended strategy framework. 
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4.4 Research Design 
The research methodology was composed of two stages. The first was to address 

research question 1 which broadly involved a combination of qualitative interviews 

with selected managers at Discovery Health and the analysis of primary company 

data. The second stage involved the integration of the findings of stage 1 with the 

sensitising concepts acquired through the literature review to synthesise a strategy 

development framework for the implementation of a u-commerce strategy by medical 

administrators in the South African context. 

4.4.1 Methodology for Research Question 1 

The methodology outlined in this section addresses research question 1 on the basis 

of the associated proposition stated in table 1 above. In order to explore the 

proposition the procedure sets out to answer the following investigative questions: 

Table 7· lnvestlaative Questions for Research Question 1 . 
Research Question 1: How can the combination of different components of u· 

commerce implemented by an administrator play a role in making quality healthcare 

more affordable to a broader spectrum of South Africans? 

Proposition: It is proposed that an administrator with sufficient scale such as 

Discovery Health can, by making use of u-commerce principles, generate sufficient 

operational efficiencies which when passed on to its schemes through reduced 

administration fees can result in a reduC11on In member contributions to the 

extent that medical scheme membership becomes more affordable to a broader 

spectrum of South Africans. This in turn will result in competitive forces in the 

administrator market space to further drive the industry's average cost of contribution 

down. 

# Investigative Questions 

1. To what extent has Discovery Health made use of u-commerce? 

Method: 

a. Prepare a preliminary list of electronic services used by Discovery 

Health using primary data sources 

71 



b. Conduct interviews with the Systems Development managers 

responsible for these services in order to collect information that will 

refine the list, describe the services and explore strengths and 

weaknesses of the services. 

c. Map the services to the u-commerce components defined in the 

Literature Review chapter 

d. Evaluate the extent of integration between the different u-commerce 

components 

2. What operational efficiencies have been derived from the use of u-commerce 

components at Discovery Health? 

Method: (discussed in detail in section the section Claims Business Service 

Savings Model) 

a. Confirm that the Claims Business Service provided to the scheme by the 

administrator is most significant cost driver underlying the administrators 

fee charged to the scheme 

b. Prepare a mapping of Discovery services to the end-to-end healthcare 

engagement lifecycle 

c. Develop a savings model for the business service in relation to the use 

of u-commerce components which analyses the savings across u­

commerce channels and stages of the end-to-end healthcare 

engagement lifecycle 

d. Use the savings model to estimate the current operational efficiencies 

accruing to the administrator and what the estimated administration fee 

would be if these u-<:ommerce efficiencies were not in place 

e. Determine the distribution of operational efficiencies across the various 

u-commerce channels and how they map to the Healthcare Engagement 

Lifecycle 

3. How do the operational efficiencies correlate with the u-commerce solutions? 

Method: 

a. Correlate the u-commerce richness and savings for electronic services 
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Claims Processing and Claims Business Service 

For the purposes of this research paper, a distinction is made between claims 

processing and the Claims Business Service provided to the scheme by the 

administrator. The difference is based on the scope of activities involved. Millner's 

(2006) activity-based costing exercise, a key source of primary data for this study, 

focused on a range of activities which were directly related to the following broad 

functions: 

t. Inbound paper claim logistics (mailroom, sorting, duplicate checking, 

scanning) 

2. Claims capturing into the transaction processing system 

3. Manual assessing of paper and electronic claims 

4. Quality assurance review teams 

5. Manual preparation of electronic claims (i.e. Modifier Linking and Dependant 

Correction) 

6. Cost adjustment teams 

7. Ex Gratia teams 

8. Claims payment run audit operational teams 

9. Call centre servicing of calls related directly to claims queries 

Expanding the scope of claims processing to include not only the direct claims 

processing functions described above but also all the peripheral business service 

compone~ts which facilitate the member and medical service provider engagement 

through-out the lifecycle of a complete healthcare servicing encounter defines a 

broader definition, termed "Claims Business Service", as a component of the 

complete portfolio of administration service provided to the scheme by the 

administrator. Other service components of the administration service would be: 

1. Marketing: marketing to scheme to potential clients (individual members and 

employer groups) and the broker community 

2. New Business: the operations supporting taking on of new members 

3. Member, Employer and Broker Administration: operations supporting the 

maintenance of policies and stakeholder relationships 
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4. Financial Services: the operations supporting the collection of premiums and 

payment of claims, broker commission, reimbursements, etc 

Claims Business Service Savings Model 

As indicated in Table 2 above, a savings model was prepared for the Claims 

Business Service. This section sets out to explain the rationale and structure of this 

model. 

The event which triggers the activities in the Claims Business Service is the decision 

taken by a beneficiary of the scheme to treat an ailment that they have become 

aware of, which will lead them through a series of engagements with various medical 

service providers and the medical administrator. 

The Literature Review section discusses the merits of Jaworksi's (2004) technique of 

articulating the customers decision-making process and then of mapping the online 

products, services and information offerings to this process to ensure comprehensive 

coverage of all their needs. The logic behind this is that when an online service 

seamlessly and intuitively addresses all the information and servicing needs of the 

online shopper through-out the lifecycle of their purchasing engagement then the 

probability of attracting and retaining online shoppers to a site improves. The same 

principle applies to the electronically mediated channels which Discovery uses to 

engage beneficiaries and medical service providers through the lifecycle of their 

engagements with each other and Discovery as it relates to healthcare servicing. If 

we provisionally accept that these electronically-mediated services do generate 

substantial operational efficiencies and savings to the administrator and ultimately the 

scheme, then the extent to which these services map and satisfy the information and 

servicing needs of the various actors in the Claims Business Service process 

becomes a key success factor in encouraging these actors to use them and 

ultimately realise the true savings potential. This view of electronic service coverage 

across the business service process is not as important for investigative question 3 

as it is for question 4 which explores the future opportunities for further u-commerce 

efficiencies. 

Rayport & Jaworski's (2003) technique for B2C websites was therefore adapted to fit 

the unique requirements of this healthcare engagement lifecycle as follows: 

1. Rayport & Jaworski's (2003) Customer Decision Process was adapted to 

accommodate multiple actors and referred to as the "Healthcare Engagement 

Decision Processn 
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2. Perreault & McCarthy (2004) identify a routinised response path in their 

~consumer Problem-Solving Process" which bypasses searching for 

information, setting criteria, evaluating alternatives and the decision based on 

this new information, and goes directly to the purchasing action. This concept 

has also been embedded in the Healthcare Engagement Decision Process 

3. Instead of focusing on just the website online offerings, all u-commerce 

offerings were mapped to the decision process 

The high level stages of healthcare engagement lifecycle devised to assist the 

analysis of this research are summarised in the table below. 
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·ere 

Pre-Intervention Recognise A Need 

Search For Information 

Evaluate Alternatives 

'DIEi··· 

Beneficiary of the scheme becomes aware of the need for healthcare Intervention by measuring 

their condition against health related benchmark Information they obtain from their environment (be 

they axpllctl or Implicit) or because they simply do not feel wall; Internally motivated. If they have 

had prior experience wtth this ailment or have arranged a programme of treatment and have had 

success (as defined by them perceptually) then they are likely to have setup a routinised response. 

In such cases they wtll skip ovar the steps below and execute the routinised response which could 

either involve postponing tha intervention or obtaining the routinised medlcal service. Typical 

examples of the routinised response would ba:: 

• "I have a headache. It will pass. I don't need to see a doctor" 

• "I have a runny nose. I'll go and see my GP." 

• ·1 have a chronic disease. My physician has approved a treatment programme for me. Its 

time tor me to obtain my treatmenr 

The beneficiary may seek additlonai health related information regarding the condition as well as 

Information relating to the benefit status of the healthcare plan In order to inform their decision 

regarding the appropriate healthcare intervention. 

The beneficiary determines alternatives for addressing the ailment based on information gathered. 
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Intervention Decide On An Intervention The altematlve selected is likely to be a function of the type end Intensity of the ailment, degree of 

access to medical expertise, the financial implications of treatment and to what extent the cost can 

be fuJl:jed by their medical plan. Possible outcomes could be to postpone the healthcare servicing 

Intervention. 

Authorise The Intervention The beneficiary makes contact with the relevant service provider end schedules the Intervention. 

Depending on the cost of the service, the provider, member and/or administrator may engage to 

determine who will be funding the service and If that entity has the funds available for servicing. For 

lower cost services, the service provider typically do take more risk and tend to skip this stage going 

directly to the provision of services. Examples of this are GP visits or the dispensing of acute 

medication bye pharmacy. 

Perform The Intervention tn this stage the beneficiary presents themselves for servicing by the medical service provider. 

Again, depending on the nature of the service this could be en extended stay in a hospital, a series 

of treatments or a orw:e of visit to the local physician. In addition, this stage could result in the 

referral to another service provider. Examples are the referral by a GP to e Surgeon, or the 

prescription of medication. Such referral cases ere assumed to go back to stage 1 es a new need Is 

recognised. 
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Post-Intervention Bill The Intervention Once the servicing is complete, the service provider will bill for the service provided. Depending on 

the nature of the service, the funding benefits ar-.:1 rules of the patients medlcal ptan, the patients 

financial ability to pay for the servicing immediately, and the providers understanding ol all of these 

factors and propensity for financial risk, the service provider will either elect to Invoice the patient 

directly with a paper invoice or submit an Invoice either by paper or electronically to the patients 

medical aid. If the patient receives the paper Invoice, Irrespective of whether they do pay at that 

point or not, they ere likely to send the invoice to Discovery tor reimbursement or to allow the claim 

to accumulate to their Annual Threshold. 

Track The Claim Assume the claim was sent to the patient's medical eld tor payment purposes. Depending on the 

cost ot the service and who is carrying the financial risk, either the patient or the service provider will 

have a definite need to know the following: 

1. Has the clalm reached the medical aid 

2. Have they started processing the claim 

3. How long will it take to process? 

4. Are there benefits to pay the claim? 

5. When will payment be made? 

Understar-.:llng The Ultimately once the claim is processed and the claim payment to member or provider is different lo 

Financial Outcome the amount claimed, the entity with the financial risk will have a need to ur-.:lerstand the processing 

outcome. This is an important step as it is likety to reinforce or attenuate their routinised response in 

similar situations. 
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The next step in the analysis procedure was to 

components (electronic and non-electronic) to 

map all the relevant service 

the appropriate Healthcare 

Engagement Decision Process stages. This provides a view of the coverage that the 

Claims Business Service and the potential u-commerce solutions have of the 

complete lifecycle of the Healthcare Engagement Decision Process, and provides 

useful insight for investigative question 3; analysing the future opportunities for u­

commerce. 

With the mapping completed, the savings model could be developed. The 

fundamental structure of the savings model consists of a list of electronic services 

grouped by Healthcare Engagement Decision Process stages. The savings for each 

electronic service is then estimated using the calculations as summarised in the 

figure below. The next chapter, Research Results, expands on the results of the 

estimations of these input parameters. 
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The savings model is structure in such a way that the savings calculated per 

electronic service can be analysed in terms of the distribution of savings to the 

various stages of the Healthcare Engagement Decision Process, LI-Commerce 

components, call related savings and paper related savings. 

4.4.2 Methodology for Research Question 2 

The methodology ouUined in this section addresses research question 2 on the basis 

of the associated proposition stated in table 1 above. In order to explore the 

proposition the procedure sets out to answer the following investigative questions: 

Table 9· lnvestlaatlve Questions for Research Question 2 . 
Research Question 2: What is an appropriate or recommended strategy framework 

for medical administration companies wanting to embark on u-commerce initiatives in 

the South African healthcare industry? 

Proposition: It is proposed that the current set of strategic tools presented in 

literature for each of the components of u-commerce and generic technology and 

innovation strategy tools together with the experiences of Discovery Health can be 

used to synthesise a recommended strategy framework. 

# Investigative Questions 

t. Do current strategic frameworks exist for any of the u-commerce channels 

which could be abstracted and adapted for u-commerce? 

Method 

a. Survey e-commerce, m-commerce, silent commerce, voice commerce, 

interactive television and telematics literature for mature but relevant 

strategic frameworks 

2. What strategy considerations and implementation lessons are documented in 

the literature that could be used to tailor an existing framework? 

a. Survey e-commerce, m-commerce, silent commerce, voice commerce, 

interactive television and telematics literature 

b. Survey general technology management literature for strategic tools for 

managing innovation, adoption and technology disruption 

80 



3. What aspects of the healthcare administration industry should be considered 

as part of the tailoring process? 

a. Survey international healthcare trends 

b. Survey local healthcare trends and business context 

4. What strategic tools and considerations did Discovery use in their 

implementation of u-commerce and what lessons were learnt? 

a. Use relevant observations from interviews conducted for research 

question t 

b. Interview the Discovery Chief Information Officer specifically on this 

investigative question 

The findings of the four investigative questions will then be integrated to fonnulate a 

proposed strategy framework to assist senior management with developing strategies 

for the identification of u-commerce opportunities and the implementation thereof. 

4.4.3 Interview Methodology 

Given the exploratory nature of most of the investigative questions, the researcher 

chose to make use of highly flexible personal interviews as the central mechanism for 

navigating the exploratory aspects of the research topic. This approach yielded 

unanticipated insights, primary data sources and additionally recommended 

interviewees who could further inform the research. 

To balance the risk of going outside the boundaries of the study against the need to 

fully explore the topic in a flexible interview setting two preparatory actions were 

taken: 

a. The interviewer sensitised himself to the key issues of the topic by reviewing 

the Literature Review chapter to the interviews 

b. A set of anchor questions or agenda points were prepared specific to each 

interview type to ensure that similar interviews at least addressed the same 

broad issues. 

To enhance the validity of findings the following three levels of refinement were used: 

• System's owner interviews: They would be able to explain the individual 

services the most accurately, but are least likely to fully understand the 
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business impact. However, their views would inform the interview with the IT 

General Manager 

• IT Senior Management interviews: They provide the organisational linkage 

between systems and business at a senior level and are therefore most likely 

to understand and confirm findings relating to the level of u-commerce 

integration. In addition, as technology managers with an elevated business 

understanding they are able to provide insight into the impacts of these 

services on key industry cost drivers to further sensitise the interviews with the 

business managers 

• Senior Business Management interviews: As the ultimate customers of the IT 

solutions, they are best positioned to comment on business related findings of 

the research and confirm the impact the services have on key cost drivers 

Systems Development Manager Interviews 
As discussed in the first chapter, Orientation, the incredible time constraints placed 

on Systems Development Managers presented several issues that needed to be 

addressed to ensure the success of the programme of interviews: 

1. Sufficient interest had to be generated with these individuals to motivate them 

to accept an invitation to an interview. 

2. Given their schedule, any call for preparation of any nature was expected to 

result in a low invitation acceptance rate. 

3. Any expectation generated that they as technology managers need to have 

some innate knowledge of u-commerce which in all likelihood they have never 

heard of would have put them on the defensive and was also expected to 

result in a low invitation acceptance rate. 

4. Discovery is becoming increasingly sensitive to confidentiality; not only as it 

pertains to its stakeholders infonnation, but also its own intellectual capital. 

Therefore any exposition of information that could be used external to the 

company would generate an aversion to such an engagement. 

5. The probability of attracting their attention subsequent to the interview for 

another interview or additional substantive clarifications was expected to very 

low. 

82 



6. The interview had to be structure in such a way as to maximise the data 

collection effort without stifling the exploratory nature of the session. 

To address these issues, the following actions were taken: 

1. A standard agenda was set for these interviews as indicated in Appendix B. 

The agenda was structure in a way to address the critical discussion points 

first and to indicate the full spectrum of data that needed to be collected. 

Information needs to could be addressed after the session were identified in 

the agenda to communicate the full spectrum of information required even if 

some of it needed to be dealt with after the session. 

2. A standard two page overview of the research topic was compiled to provide 

some insight prior to the session to inform them on some of the aspects of this 

new technology concept in a non-hostile manner, to indicate that they have 

actually worked with aspects of u-commerce without realising it, to indicate the 

relevance to their jobs and a further opportunity for learning on the topic 

through mutual engagement. 

3. An emailed invitation was sent to each manager which included the two page 

research overview and the interview agenda for discussion (refer to Appendix 

A, B and C for samples). The email emphasised that no preparation would be 

required on their part and that the issue of confidentiality was in the process of 

being addressed with John Robertson and would be finalised prior to their 

interview. 

4. A meeting was arranged with John Robertson, the Chief lnfomiation Officer at 

Discovery Health. The outline for the session was to overview the research 

topic and methodology with the intent of reaching an understanding of what 

type of information will be collected and how best it can be dealt with in a 

manner that does not compromise confidentiality. The UNISA SBL's standard 

approach of adding a page in the front of the document indicating the 

confidential nature of the research and that it is limited to those parties 

responsible for marking the research report was regarded as satisfactory. A 

concern arose regarding the publishable article and agreement was reached 

that Mr Robertson will review the article prior to it being released to the SBL. 

A 100% acceptance rate was received on all invitations to System Development 

Managers. With the target interviews known, the interview dates were scheduled 
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quite closely together to allow the interviewer to rapidly develop and refine both the 

exploratory interview technique specific to characteristics of the set of interviewees 

as well as piece together a coherent mental model from the interviews. Interviews 

were conducted with the following Systems Development Managers: 
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Table 10: Systems Development Manager Interviews 

Pl a,uc•AiNaf D1tc •••.=:•wuw "- lnllfflllll' DIii 

" ILE, .. c■ Wt, ' . 
,, 

Ralph Holmes eMMSICIB eMMS is the electronic medical management system used to 8 Aug"06 

manage the authorisation and loading of hospital events. CIB is 

the chronic illness benefit management system used to load 

and manage authorisations for medications and baskets of care 

relating to chronic illnesses. 

Greg Peringuey Website Provider Zone B2B Discovery.co.za website zone used to engage with medical 11 Aug'06 

service providers. 

Brian Klompas Websi1e Member Zone B2C Discovery.co.za website zone used to engage with medical 11 Aug'06 

scheme members. 

Terri Fell Vitality Partner lntegra1ions B2B e-commerce subsystems and tools for Interfacing with 14 Aug'06 

Vitality partner stores. 

Karen Parsons Interactive Messaging Electronic subsystems for communicating to and from the 15 Aug'06 

external community using fax, email and SMS. 

Jay Naidoo Discovery Mobile I Anywhere Discovery Mobile is a new initiative looking to more fully 16 Aug'06 

embrace and leverage both SMS and WAP based solutions for 
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cellphones. Discovery Anywhere is also a new initiative 

exploring the deployment of remote kiosks across the country to 

more convenient customer engagement. 

Theuns Pretorius Integration with Financial 82B e-commerce sub-systems for interfacing with financial 17 Aug'06 

Institutions institutions. 

David Hughes Electronic Transaction 828 back-end e-commerce sub-systems for interfacing with N/A 

Management healthcare service providers and trading parties Research Author 
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Given the volume of relatively unstructured information to be captured, a laptop was 

used in session with a preconfigured Excel template which aligned with the agenda 

items to facilitate the accuracy and efficiency of data capture. 

Senior Management Interviews 

The nature of discussions with senior management was more complex in nature 

compared to those held with the Development Managers. These engagements 

focused more on confirming the findings of the analysis developed from the various 

primary sources; interviews and internal company data sources as well as 

understanding key business concepts and dynamics as they relate to the research 

topic. 

The use of a laptop to record the session was viewed as inappropriate, intrusive and 

distracting. In an attempt not to stifle the highly interactive and exploratory style of 

these sessions with intermittent flurries of note taking, the interviewer elected to focus 

on the engagement with the support of minimal rough in-session handwritten notes. 

Immediately after the session 'discussion notes' were compiled. The purpose of 

these 'discussion notes' was not only to document explicit findings but more 

importantly to convey the mental model with which the interviewer emerged from the 

discussion. These were sent back to the interviewee for comment regarding the 

factual accuracy of the 'discussion notes' as well as to sensitise the interviewer to 

any highly confidential issues which should not be referenced directly in the final 

write-up of the research report. 

The following senior management interviews were conducted: 
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Paulo Dos Santos I General Manager Together with Leopold Review preliminary findings for I 30 Aug'06 

Corporate Health System Malan, Paulo manages investigative question 2, 3, 5 and 6 for the 

all the Systems purpose of confirming or disconfirming 
Discovery (Ply) Ltd I Development Managers. salient themes emerging from the 

He has a deep catalogue of electronic services and how 

knowledge of both the these reconcile with the interviewees 

systems environment as practical experience of the business. 

well as the Health 

business at a strategic 

level 

Jacky Mathega I Principle Officer of The most senior Review preliminary findings of investigative 18 Sep'06 

Discovery Health Medical executive level questions 5 and 6 for 1he purpose of 

Scheme representative of the confirming or disconfirming the salient 

scheme and best themes emerging. Key business concepts 

represents the view of and dynamics were clarified. Discussion 

the scheme as the was held regarding the schemes view on 

administrators client services provided by the administrator in 

relation to the administration fee charged. 
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John Robertson Chief Information Officer The most senior Explore the evolution of Discovery in terms 9 Nov'06 

Discovery (Ply) Ltd 
executive level of its electronically mediated business 

technology manager channels from a strategic and 

who co-founded implementation perspective. 

Discovery and has 

richest combination of 

business and technology 

knowledge of 

Discovery's evolution 
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4.4.4 Sources of Evidence 

The following types of company specific primary and secondary information sources 

were used: 

1. Call centre keyword analysis repons 

2. Systems weekly performance reports 

3. Operations weekly and monthly repons 

4. Emails 

5. Customer Survey Repons 

6. Switching Intermediary Invoice Analysis repons 

7. Senior management presentations 

8. Interviews with Systems Development Managers, Senior IT Management and 

Senior Business Management 

4.4.5 Assuring Validity 

To resolve Perry's (2001) requirement for multiple sources for the case research, the 

methodology includes the following forms of triangulation as described by (Corner, 

1991): 

• Data triangulation: multiple sources of primary company data were used in the 

data collection phase 

• Theory triangulation: multiple secondary literary sources were used on the 

same topic in the literature review chapter 

• Methodological trfangulation: exploratory interviews with individuals were 

COmpared with each other and with primary company data sources 
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5 Research Results 
The purpose of this chapter is to provide the findings which emerged from executing 

the research methodologies discussed in the previous chapter. The results are 

structured first by research question and then by its associated investigative 

questions. 

5. 1 Research Question 1 

Research question 1 addresses the first sub problem noted in the Research 

Methodology of "assessing the true value of u-commerce" by posing the following 

question: "How can the combination of different components of u-commerce 

implemented by an administrator play a role in making quality healthcare more 

affordable to a broader spectrum of South Africans?" 

The following sections each provide the results of the research pertaining to each of 

the investigative questions identified against research question 1 of the Research 

Methodology chapter. 

5.1.1 Investigative question 1 

Investigative question 1 of research question 1 poses the following: To what extent 

has Discovery Health made use of u;;ommerce? 

The approach taken to answering this question was outlined in table 2 of the previous 

chapter. 

Corporate Health Systems (CHS) is the applicalions software department which 

services the Discovery (Ply) Ltd subsidiaries. In the preceding months the 

department launched an initiative to catalogue all software services provided to these 

subsidiaries. This would include e-business, OLTP, work.flow and document 

management, CAM, MIS, etc. A review of the list obtained from Gouvias (2006) 

indicated that it was still an early draft as it merely provided a name for the service 

without any description and there appeared to be an inconsistent definition of the 

term service; in some cases channels were listed as services. Nonetheless, the list 

provided an excellent reference for informing the types of questions to be asked in 

the series of interviews planned with the Systems Development Managers. The list is 

provided in Appendix E. 

The primary objective of the Development Manager interviews was to identify 

electronic services that facilitate the direct engagement of parties external to the 
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organisation; internally focused electronic services were out-of-scope. This filtered 

out a number of the software services on the CHS software services list which were 

not externally facing and a deeper exploration of those that were, resulting in a new 

list that looked quite different to the original CHS list. 

Again it proved to be quite difficult to get access to the Development Managers to 

approve the final list, so the list was cross checked and refined against a wide variety 

of primary data sources such as regular operational management reports and various 

analytical reports prepared by business analysts across the business. 

Comparing the list of services identified by each Development Manager highlighted 

the fact that there were clusters of services which provided the same basic 

functionality or serve the same fundamental information need through various u­

commerce channels. 

To illustrate with an example: Patient Validation is an electronic service in which 

medical service providers can validate the scheme membership of a patient. The 

manager responsible for the provider zone on the website and the voice XML 

channel identified in his interview that the electronic service is hosted on these two 

channels, but was unaware that the same fundamental service is also hosted in the 

B2B back-end integration via switching intermediaries over the internet into the 

desktop applications of medical service providers. 

This observation provided some evidence of u-commerce channels working toward 

the same goal and triggered a consolidation of the list based on a redefinition of the 

term 'electronic service'. In this report the term should be read to mean a collection 

of electronic service components that operate In various degrees of 

Interconnectedness and across various electronic channels to serve a 

common transactional or Information need. 

Given this definition, the electronic services previously identified by the Development 

Managers were redefined as uelectronic service components" and regrouped around 

their common purpose termed the "electronic service". Appendix E identifies this 

hierarchy of services and service components as well as the Development Manager 

who provided information on the component. 

The next step in the analysis process involved mapping each of the electronic 

services to a u-commerce channel. This done with reference to the definitions 

provided in the literature review. However in the course of performing this mapping it 
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became clear that Discovery has recognised the distinctive value of the channels the 

u-commerce framework. 

In the case of the e-commerce channel, Discovery recognised that its external user 

base will derive substantially different value in the following three types of e­

commerce for the reasons indicated: 

1. 

2. 

3. 

Website based 

E-mail 

Back-end systems 

integration 

Ideal for situations In which external parties typically want lo 

"fetch· or ·explore· large volumes of and/or complex information 

Ideal for situations in which Discovery wants to ·push· large 

volumes of infomiation and/or complex lnfomiation to external 

parties as soon as it becomes available 

Ideal for situations in which large volumes of well-stn.icture 

infomiation need to be processed by Discovery or the external 

party's system 

A similar reason emerges form-commerce: 

1. WAP 

2. SMS 

Ideal for situations in which external parties typically want lo 

-fetch· or ·explore· relatively small volumes of infomiatlon and/or 

simple infomiatlon 

Ideal for situations in which Discovery wants to ·push· simple 

and small volumes of information to external parties where the 

delivery of infomiation is time critical for service quality or in 

situations where external parties who do not have sophisticated 

mobile handsets which to "fetch· very small volumes of simple 

infomiation 

As a consequence of this, these additional variants of e-commerce and m-commerce 

were added to the mapping procedure and resulted in the following complete list of u­

commerce channels against which the electronic service components could be 

mapped. The abbreviated form denoted in brackets 
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1. Electronic Commerce: back-end integration (EC 828) 

2. Electronic Commerce: Web-based (EC Web) 

3. Electronic Commerce: Email-based (EC Email) 

4. Mobile Commerce: SMS-based (MC SMS) 

5. Mobile Commerce: WAP-based (MC WAP) 

6. Voice Commerce (VC) 

7. Interactive Television (ITV) 

8. Silen1 Commerce (SC) 

9. Telematics (TM) 

The final stage of lhe analysis after the mapping was completed involved the 

evaluation of the degree of integration between the different u-commerce channels. 

In order to achieve this, a simple rating system and procedure was devised as 

follows: 

1. Where ever an electronic service component was mapped to one of the nine 

u-commerce channels it received a Channel Richness Rating which 

represents the richness of information exchange on that channel and is 

defined as follows: 

Table 14: U-Commerce Channel Richness R ti , S 
.·.• i 

Static Information 

Context-Sensitive Information 

Information Exchange 

Service user queries or views 

generic/static information 

Service user queries or views 

iniormation specific to their 

context 

Service user and Discovery 

exchange iniormation which 

results in a change in state 

variables at Discovery 

2 

3 
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2. Adding all the Channel Richness scores for each electronic service component 

which support the electronic service would provide a score termed Total 

Service Richness 

3. Adding the Channel Richness scores for a particular u--commerce channel 

across all the electronic service components, and doing this for each of the 

channels would result in a Channel Richness Profile for that electronic 

service. 

4. U-Commerce Span is calculated as the ratio of u-commerce channels that 

participate in the electronic service over the total number of u--commerce 

channels proposed; which is 9 as indicated above. 

5. U-Commerce Richness is then finally calculated as the product of U­

Commerce Span and Total Service Richness. 

The following table illustrates the rating system outputs for one of the electronic 

services. 
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Telephonic 
MSAOuery 

Website 
statu5: .£heck 

WAP~~ 

Fact 
File/Hearth 
Plan_9uide 
Self­
Payment 
Gap Report 
via W9bsite 
Patient 
valldation via 
VXML 

Members can query thelr current medical 
savings account balance via telephone 
DTMFNXML syst~m 
Members can view the full spectrum ol 
statuses relating to the relationship with 
Discovery including: MSA, HPA balances, 
sell-payment gap, Vitality status, 
contribution status personal medical benefits 
used and limits reached as well es general 
scheme benefits relevant to their specific 

la_n yhoice. 
Currently in pilot: allows members to submit 
an SMS srort code to which a response 
SM$ is sent by Discovery providing their 
balances tor MSA, HPA, Vitality status and 
sel_f-payment 
Currently in pilot: allows members to log 
onto th8 WAP site and view their MSA, HPA 
balances and sell-payment gap. 

Static coment on the plan types and benefits 
and limit structure for reference by members 
and providers 

Members generate their own sell-payment 
gap report on the website. 

Providers can query the validity ol a l)atlents 
membership to the medical scheme via 
telephone DTMF/VXML system 

J1tfl;•IJ_, 611 
~•~ }J II 
' <.; •:_;. • ~ • 

23.0 ..... 12.78 

2 

2 

2 

2 

1 

2 
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Patient Providers can query the validity ol a patients ' validation via membership to the medical scheme via 
website website 
Patient Providers can submit a real-time patient ' validation via validation request lrom their desktop 
PMA application in their practice. This request is 

switched over the internet vie a switching 
intermediary to Discovery and returns a 
response message over the same channel 
in real-lime. 

Patient Providers can query the availability of ' Benelit benerrts against a specific patient by 
Cortllrmation processing a virtual claim via telephone 
via VXML OTMFNXML --1em 
Patient Providers can query the availability ol ' Benefit benefits against a specific patient by 
Confinnalion processing a virtual claim via the provider 
via website zone website. 
Tax and The website anows lor the download ol tax ' Membership and medical scheme membership 
Certificates certlHcates. 
Cardholder Cardholder files are generated lot ' Files path01ogists, pharmacy benefit management 

companies and switching intennedlaries to 
facilitate ext8rnal validation ol daims related 
lnfonnatlon prior to submission. These files 
are FTP'd to the parties over the Internet. 
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The underlying assumption of this rating system is that the u-commerce richness of 

an electronic service is a function of the richness of information exchanged on each 

u-commerce channel and the number of u-commerce channels utilised. Testing this 

assumption on the boundary conditions provides a useful mental model. Observe the 

following variations to the electronic service ratings above: 

1. If the same electronic service's components all only used one u-commerce 

channel at the same levels of channel richness then the U-Commerce 

Richness Score would have been 2.56 as a consequence of the limited U­

Commerce Span of 11 % or 1 channel in use. This is lower than the current 

score of 12. 78. 

2. If the electronic service utilised all 9 channels at the same level of channel 

richness then the U-Commerce Score would have been 23, which is higher 

than the current score of 12.78. 

3. If, however the same original channels were used at the maximum level of 

channel richness for each channel then the score would have been 20.16, 

which is higher than the current score of 12. 78, but lower than the score which 

utilises more channel at the same richness per channel. 

As can be seen from this exercise that the rating model favours the use of more 

channels than it does richer use of each individual channel. This is an important 

feature of the rating system as it will highlight those services that span more 

channels, which is in essence at the heart of the theoretical value of u-commerce. 

The full listing of u-commerce mappings and scores are provided in appendix F and 

provide the input data for the graphs that follow. 

The mapping and scoring procedure provides three critical results. FirsUy the 

Channel Richness profile aggregated for all electronic services and service 

components presents the following bar graph: 
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Figure 7: Aggregated LI-Commerce Channel Richness for All Electronlc Services 

As one can observe from this graph, the richest exchange of information is 

dominated by the e-rommerce channels followed by the use of SMS and voice 

commerce. 

The next graph shows proportionally how the functional richness is distributed across 

the u-commerce channels. 

Agure 8: Olsb1butlon of I.I-Commerce Richness across U-Commerce Channels 
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Not to be confused with operational utilisation which would look at the volume 

passing through each channel; this graph focuses on how the electronic service 

functional design concentrates functionality onto each of the u--commerce channel. 

Again the critical observation is the dominance of the e-commerce channels followed 

by SMS and voice commerce. 

Taking the analysis to a lower level leads the investigation to the LI-Commerce 

Richness scores for each of the electronic services independently. As a reminder, 

the LI-Commerce Richness score is calculated as the product of LI-Commerce 

Span and Total Service Richness. It attempts to capture the proposition of U­

Commerce as put forward in the literature review; stated simply that its true value lies 

in the ubiquitous use of multiple channels to deliver a service. Therefore the 

distribution of richness across multiple channels is calculated in this score as having 

an amplifying effect on the LI-Commerce Richness. 

14.00 

12.00 

10.00 

8.00 

6.00 

•~o 

2.00 

U-Commerce Service Richness 

Figure 9: U-Commerce Richness Scores for Each Electronlc Service 

It has to be emphasised that this graph does not evaluate the actual economic value 

released to the business as a result of u-commerce, but merely attempt to 
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characterise each of the services in terms of their distribution of rich information 

exchange across multiple u--commerce channels. 

The immediate observation from this graph is the fact that electronic services for 

determining the status of a member, managing authorisations for hospitals visits and 

chronic medication, determine the processing outcomes for claims submitted and 

keeping track of where claims are in the process have the most significant U­

Commerce Richness scores. They account for more than half of the LI-Commerce 

Richness in the domain of services under consideration. The common thread 

through out these electronic services are that they are all related to one of the most 

significant business service that Discovery Health administrator provides to its clients, 

the medical schemes, which is claims processing. 

Returning to the investigative question posed at the beginning of this section, which 

is: "To what extent has Discovery Health made use of u-commerce?n Looking at the 

architecture of the electronic services and how they have been designed to take 

advantage of the various channels as illustrated in the graphs above it is clear that 

Discovery has focused on electronic commerce channels as its primary means of 

engaging with the market electronically. The recent emergence of initiatives such as 

Discovery Anywhere and Discovery Mobile (discussed in more detail in section 2 of 

this chapter) are indicative of a shift toward exploring other alternatives, but at this 

point in time it is anticipated that Discovery is yielding most of its operational 

efficiencies through these channels. This will be explored more fully in the next 

section. 

5.1.2 Investigative question 2 

Investigative question 2 of research question 1 poses the following: What 

operational efficiencies have been derived from the use of u-commerce 

channels at Discovery Health? 

The approach taken to answering this question was outlined table 2 of the previous 

chapter. 

The first step is to confinn that the Claims Business Service provided to the scheme 

by the administrator is the most significant cost driver underlying the administrator's 

fee charged to the scheme. 

Two of the most significant operational budget items for Discovery Health 

administrator are the Health Operations and the Discovery Service Divisions budgets. 
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The figure below was prepared using data from Millner's (2006) activity-based 

costing analysis. 

Figure 10: Discovery Budget Allocatlons 

The figure excludes budgets that are not in anyway related to the health business, 

such as those for the other Discovery subsidiaries. Observe that the Health 

Operations and Discovery Service budgets are second only to the Corporate 

Management budget. The latter includes typical support activities to the primary 

production activities of the business such as Finance, Information Systems, 

Technology Infrastructure, Building Services, etc and can therefore safely be ignored 

as being a direct cost driver of the administrators fee to the scheme. 

The primary functions of Health Operations and Discovery Service are the processing 

of claims and engaging with members and providers in support of the claims process 

respectively. Figures obtained from the Discovery Annual Report 2005 (Discovery, 

2006a:62) and forecasted operational budgets used by Millner (2006) in an activity­

based costing exercise yield the following relationships: 
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Table 15: Claims Processln 

,. 

2. 

3. 

4. 

5. 

8. 

7. 

8. 

Cost nem 

Operational Cost of Claims Processing 

Paper 

Electronic 

2004/2005 Forecasted OperaUonal Budget 

Clalms Processing as% ol Operational Budget 

Health Ops & Discovery Service Claims Processing Cost as% ol Total 
Claims Processing Cost 

Discovery's 2004/2005 Operating and Administration Expenses 

Clalms Processing as% of Discovery's 2004/2005 Group Operating and 
Administration Expenses 

2004/2005 Foreca.sted Operational Budget for Discovery Corporate 
Divisions Which services Discovery Health 

Clalms Processing as% ol Discovery's Corporate Divisions 2004/2005 
budgets which servicing Discovery Health 

-QRID!ll9DB 
11!!!1 

R 122,313,803 R 

R 92,379,312 R 

R 29,934,490 R 

R 157,780,519 R 

78% 

01siesnuu::i HeelJh Oe§ & Dlseove!] - Qlll:!i:SlXIDf §!Dfla: .Iol!I 
11!!!1 TaJal5 11!!!1 

11!!!1 

70,698,543 R 193,012,346 R 292,499,687 

14,323,985 

56,374,558 

304,585,925 R 462,366,444 

23% 41.7% 

66.0% 

R 1,734,000,000 

11.1% 16.9% 

R 1,119,616,9n 

17.2% 26.1% 
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The operational cost of processing claims indicated above was determined by Millner 

(2006) for paper and electronic claims as carried by Health Operations, Discovery 

Service and 'Other' supportive divisions for the claims process as defined in the 

chapter on the Research Methodology. The operational costs for Health Operations 

were estimated for the following functions by volume of the activity: 

1 O. Inbound paper claim logistics (mailroom, sorting, duplicate checking, 

scanning) 

11. Claims cap1uring into the transaction processing system 

12. Manual assessing of paper and electronic claims 

13. Quality assurance review teams 

14. Manual preparation of electronic cl alms (i.e. Modifier Linking and Dependant 

Correction) 

15. Cost adjustment teams 

16. Ex Gratia teams 

17.Claims payment run audit operational teams 

The claims related operational costs for Discovery Service were determined by 

proportional estimation based on the number of claims related call interactions 

compared to total call interactions applied to the total budget for the division. 

'Other' divisional costs allocated to the business of processing claims in the 

Discovery Total column were done on a proportional head-count basis and included 

the following: 

1. Information Systems teams support costs 

2. Technology Infrastructure teams support costs 

3. Building Services support costs 

4. Business Risk Services costs 

5. HR costs 

6. Training costs 

Costs which were excluded were: 

1. Electronic switching fees paid to switching intermediaries HealthBridge and 

Medikredit. 
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2. Any operational costs associated with any other business processes not 

mentioned above. 

Observe in line 3 of the table above that the cost of claims processing makes out 

78% and 23% of their operating budgets respectively. Added together, the cost of 

claims processing makes out 42% of their joint operating budget. By comparing the 

total cost incurred by these two departments relative to the total costs incurred by all 

departments for claims processing one can see that Health Operations and 

Discovery Service carry the burden of as much as 66% of the total claims processing 

cost in the company. The total cost of claims operations accounts for as much as 

17% of the total operating and administration expenses (line 5) incurred by the 

Discovery group of companies in 2004/2005 (Discovery, 2006a) which also includes 

costs of operations pertaining to subsidiaries such as Vitality, Discovery Life, Destiny 

Health, PruHealth. Excluding the cost of operations that have no bearing on 

Discovery Health (such as those induced by the subsidiaries), then the 1otal cost of 

claims operations makes out as much as 26% of all the relevant divisional budgets 

that support Discovery Health. 

Again, it is important to emphasise that although these percentages are large for the 

claims process, they are still expected to be conservative in relation to the cost of 

activities falling under the definition of Claims Business Service as defined in the 

Research Methodology chapter. 

By adding these supportive service costs into the "claims processingn analysis above 

such that a cost of operations for "claims business service" is estimated suggests that 

the claims business service plays an even more critical role as a cost driver behind 

the administrators fee charged to the scheme that the claims processing cost of 

operation above suggests. 

The next step in answering the investigative question 2 is to expand on this term 

"claims business servicen and present a basic savings model to estimate the orders 

of magnitude of operational efficiencies delivered into this business service as a 

result of u-commerce implementations at Discovery. In order to do this the electronic 

service are first mapped against the Healthcare Engagement Lifecycle. 

As outlined in the previous chapter (p78) for investigative question 2, the purpose of 

mapping the electronic services and their components to the Healthcare Engagement 

Lifecycle is to provide a view of the coverage of these services across the various 

stages of engagement that the member, patient, provider and administrator go 
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through. This provides input into the structuring of the Claims Business Service 

Savings Model such that the savings can also be viewed from this perspective. 

Ultimately it assists in the identification of other u-commerce opportunities where the 

coverage is weak and therefore assists in the answering of investigative question 3 

as well. 

The figure below, called an egg diagram, illustrates the result of this mapping 

exercise. 
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The Research Methodology, figure 5 on p79, provides a schematic which describes 

the structure of the Claims Business Service Savings Model. The next 3 sections 

describe in detail how the various input parameters were determined for the list of 

electronic service components identified in section 1.2 for investigative question 1. 

Average Cost per Call 

The average cost per call was based on a spreadsheet received by Millner (2006c) 

from a Discovery Service operational area to support the activity-based costing 

exercise he was performing. Analysing this spreadsheet indicates that the average 

cost per call was estimated as follows: 

1. Costs directly associated with the service consultant such as cost-to­

company salary package, incentives, office rent, computer lease, 

software licenses, staff entertainment and gift expenses, team building 

expenses, stationery, UIF, WCA, furniture rent and skills development 

levy 

2. The same set of costs of 1 above for a team leader and their manager 

allocated per service consultant 

3. The cost items above provided an average operational cost allocation 

per service consultant per month. 

4. Dividing this by an average of 1365 calls per consultant gives the 

average cost per call of R12.66 

Although Millner (2006b) determined his own figure of R28.57 per call, he 

recommended the use of A12.66 as it seemed to be more acceptable to the business 

area and serves a more conservative calculation in the savings model for this 

research report. 

The average of 1365 calls per month relate to all types of calls received and not 

limited to those relating to the Claims Business Service. In order to determine what 

the average cost per call is for calls relating to the Claims Business Service an 

analysis of monthly keyword reports for February 2006 to July 2006 (Discovery, 

2006b; 2006c; 2006d; 2006e; 20061; 2006g) were performed. These keyword reports 

are generated off the call centre system based on all calls received for the period of 

the report. While a service consultant is on a call they select certain keywords which 

best describe the essence of the call being serviced. The reports then present the 
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number of calls, total call time and average call duration for calls relating to each 

keyword. 

The six month analysis performed for this research report involved filtering out those 

keywords that do not have any relevance to the Claims Business Service. Examples 

of these would be calls relating to Vitality retail partner stores, Discovery Life calls, 

technical queries relating to the website, Discovery Credit Card sales, etc. 

A plot of the number of calls per keyword against the keywords average call duration 

and the associated descriptive statistics are provided below. 

Clabns Business Servk:e Calls by Keyword Average Call Duration 
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Figure 12: Claims Business Servlee Calls By Keyword Average Call DuraUon 

Total number of calls (Feb-Jul'OS) 2,250,261 3,989,795 

Average number of calls per month 374,932 664,965 

Average call duration s.n minutes 5.56 minutes 

Minimum call duration 0.63 minutes 0.08 minutes 

Maximum call duration 333.45 minutes 734. 76 minutes 
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There were two areas of subjectivity which are embedded in the calculation of the 

mean value of 5.77 minutes for Claims Business Service related calls. The first is the 

fact that the selection of keywords by call centre service consultants is entirely 

subjective (as is the case with all call types). However, it is expected that this 

subjectivity is attenuated by the fact that the analysis covered just fewer than 4 

million calls in six months. 

Secondly, the process of selecting which keywords best map to the Claims Business 

Service was based on a subjective view on the semantics of the keyword. 

Considering that the filtering process resulted in 374,932 calls (56%) out of a total of 

664,965 per month being associated with Claims Business Servicing, and that the 

Claims Business Service is the dominant cost driver in the health business suggests 

reasonable orders of magnitude. This is similar to the figure prepared by Scott 

(2005) in an analysis of keywords for 167 calls over a 11 hour period in October 2005 

which resulted in an estimate of 33% of calls relating directly to claims and excluding 

benefit related queries which were included in the analysis performed here. 

Observe the distribution has a long tail up to the maximum call duration of 333 

minutes. The highly leptokunic curve for the Claims Business Service related calls 

and the small difference between the average call duration for Claims Business 

Service calls compared to all call types is indicative of how tightly Discovery Service 

manage their call durations as it is viewed as a indicator of service excellence and 

impacts the resource capacity required to service a set number of calls per day. 

Applying the small variation of average call duration determined for the Claims 

Business Service proportionally to the average call cost calculated by Discovery 

Service as provided to Millner (2006) a revised average call cost is determined for 

call relating specifically to Claims Business Servicing of R13.12. 

Call Savings Yield 

Call Savings Yield is a 1ermed defined for this research repon to mean the rate at 

which an electronic service reduces calls to the call centre. Taking the UPatient 

Validation via Website" as an example which allows medical service providers to 

check if a patient has a valid membershtp with one of Discovery medical schemes. 

Let us assume that the Call Savings Yield is 25%. This must be read to mean 1hat 

out of every 100 online queries executed against this particular online service only 25 

of these online queries resulted in the elimination of a call to the call centre. There 

are at least two reasons why this factor is important: 
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1. Given the ease of access to certain types of electronically mediated services, 

there may be a propensity for over•usage of the service in contrast with a true 

need for information which would have motivated a genuine call to the 

Discovery call centre if the service was not available. Examples of the Patient 

Validation via PMA electronic service which allows service providers to trigger 

an electronic request from within their desktop applications. This message is 

switched through to Discovery via the internet, is processed and provides a 

response back to the requester in real•time. Assuming the practice has a 

broadband connection this process is as simple and effortless as a amouse 

click" compared to a telephone call. Certain applications could in fact be 

configured to automatically trigger these messages without the user explicitly 

requesting them or explicitly requiring the information. 

2. Certain electronic services provide unsolicited information. It may be that the 

user receiving that information had no motivation to call and still has none after 

receiving the information as may be the case with the "SMS Notification of 

Claim Received" electronic service component. It may also be that the 

unsolicited information triggers an unexpected need for information which 

cannot be serviced online such as may be the case with rich and complex 

information delivery vehicles such as the "Emailed Statement". In such cases 

the electronic service event triggers a call where one was unlikely to have 

occurred in the first place. 

Ultimately what this means is that one cannot assume that a one time usage of the 

electronic service will always result in the saving of a call. Apart from the claims 

submission electronic service components, there were no sources of information that 

could estimate what these Call Saving Yields are. In the next section it is shown that 

this is not a significant issue since the bulk of volumes are on the claims submission 

volumes anyway. Therefore conservative hypothetical estimates were put in place 

for these electronic service components using the following model: 
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Table 17· Call Savina Yleld Assumntlons . 
EleutiCWC ..... C :: ; ........ •-• '. 1¢!1 I ' 7 Col ...... 

Yll7d . . _,,,.... 
\, . 

1. User-driven request for simple infonnation Patient Validation 25% 

via Website 

2. Unsolicited delivery of notifications to subscribers SMS Notification 10% 

of Claim Receipt 

3. User-driven request or unsolicited delivery of Emailed 5% 

complex infonnation to subscribers Statement 

With respect to the claims submission electronic service components, reference is 

made to a comparative analysis performed by M'kombe (2005) to establish the 

difference in provider and member call rates relating to claims submitted via 

HealthBridge versus OHS switching companies. The relevance of this investigation 

is that the HealthBridge switching interface with Discovery allows for real-time 

responses on claims processing back to the provider, whilst the OHS interface is a 

simple electronic EDIFACT batch file delivery model with no delivery confinnalion. 

Although HealthBridge charge switching fees for this premium service, it was always 

hypothesised that the added value of the HealthBridge real-lime responses are that 

they would manage expectations in the practice in real-time and therefore reduce the 

number of calls made by providers and members relative to paper and the OHS 

batch claims. M'Kombe's (2005) yields interesting results in relation to this 

hypothesis as follows: 

1. Using strictly provider call information for the period Sep'04 to Feb'05, the 

analysis shows that HealthBridge results in a 5c per claim saving on calls 

relative to OHS; which fell dramatically short of expectation. 

2. More concerning was the analysis of member call rates, which showed that 

when claims were submitted through HealthBridge the respective members 

would call 0.18 times in the period per member versus the 0.16 times for 

members who had their claims submitted via OHS. 

Using M'kombe's (2005) source data to convert to a per claim basis results in the 

following summary: 
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Table 18· Comcarlson of HealthBrldae to OHS Call Rates . 
• ' 

-Typo ' ·•~1•••1!i11 1.-,,11 .. , 11111i-1 
. 

Provider 0.0085 calls per claim 0.0117 calls per claim 

Member 0.1351 calls per claim 0.1237 call per claim 

What this suggests is that: 

1. Providers submitting claims via HealthBridge (Real-Time) are less likely to call 

than providers submitting claims via OHS (Batch) 

2. Members who have their claims submitted by providers on behalf of them via 

HealthBridge (Real-Time) are more likely to call than members who have their 

claims submitted via OHS (Batch) 

3. Members are significantly more inclined to call than providers in both cases 

The first point is consistent with expectations, but the second point is not and is 

largely unexplained. The third point could be explained by the fact that the source 

data did not filter out calls that are not related to the Claims Business Service. It is 

plausible, given the variety of none health related products and services and non­

claims related business processes provided by Discovery that members (who are the 

primary customer of the scheme and administrator) are likely to call more often than 

providers for any reason including but not limited to issues relating to health 

encounters. Given the order of magnitude difference between the provider and 

member cail rates, it is also plausible that factors other than HealthBridge, OHS or 

claims related issues could give rise to point 2 above. As a result, the savings model 

in this research does not take into account any savings on member calls for the 

claims submission electronic service. 

In order to determine what the Call Savings Yield is for the claims submission 

electronic service components, one would need to know what the provider call rates 

are for pure paper claim submissions. Again, unfortunately this information could not 

be sourced at the time of this research. For the purposes of savings model a figure 

was estimated as based on the following reasoning: 

1. From a providefs perspective, the only difference between electronic batch 

mode claims submission and paper claim submission is a question of 

processing turn-around time; i.e. their claim is more likely to be processed 

quicker so they have knowledge in their claims statement of what happened to 
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those claims sooner. The reason for this is the electronic submission 

mechanism reduces delivery time and most of the intermediaries perform 

certain basic data validation checks before passing the claims onto Discovery. 

2. Obtaining knowledge of the outcome of their submitted claim sooner is more 

likely to reduce calls, however not to the same extent as the reaJ-time 

response message in the HealthBridge product suite. 

3. Therefore it is proposed that, in the sense of call rate saving, the value 

proposition of the batch claim over a paper claim is less than that of the 

HealthBridge claim. 

4. Because the providers submitting via DHS will ultimately rely on the claim 

statement to resolve their need for clarity on the processing outcome, the 

model proposed in table 6 above is used to estimate the Call Yield Rate for 

batch as 5%. 

5. Using the DHS Call Yield Rate and the call rates for DHS and HealthBridge, 

the Call Yield Rate for HealthBridge is calculated algebraically as follows: 

OHS (Batch) Call Saving Yield 5% 

Paper Call Rate 0.0117 I (1 -5%) 

"' 0.01232 calls per claim 

Given these estimations the Call Saving Yields are calculated as follows: 

OHS (Batch) (0.01232 • 0.0117)/0.01232 • 5% 

HealthBridge (ReaJ-Time) (0.01232 - 0.0085) I 0.01232"' 31% 
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Although Medikredit also provides real-time claims functionality, their ability to more 

tightly manage upfront validations is significantly more refined than HealthBridge and 

in truth should allow for a better Call Saving Yield. But in the interest of takng a 

conservative view on the savings model, the same figure of 31% will be used for the 

Medikredit real-time claims submission service component. The figure of 31% was 

then distributed between the claim submission leg (5%) and the response message 

leg (26%) for HealthBridge and Medikredit real-time claims electronic service 

components. 

Transaction Volume 

The average transaction volumes for each of the electronic service components were 

sourced from a multitude of internal documents. Appendix G summarises the 

sources used to finalise the savings model either by providing the actual volume 

required or by providing parameters used to estimate the volumes. 

Paper Saving Rate 

Electronic service components attracted a Paper Saving Rate when they either 

reduced the inbound logistics and wor1dlow costs of claims or reduced the outbound 

logistics costs of statements. The Paper Saving Rate is defined as the cost saving in 

these cost drivers per transaction of the electronic service component. As an 

example, every Electronic Batch Claim received saves R21.74 on inbound logistics 

and workflow costs; therefore the Electronic Batch Claim service component has a 

Paper Saving Rate of R21.74 per transaction. 

Paper Saving Rates were applied to each of the following electronic service 

components: 
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Table 21: Summa1 
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Claims are Imported directly Into the 

>---------------------------< transaction processing environment and 
Reel-Time Out-ol-Hospltal Claims via HeahhBrtdge (Exel 

Optom claims) 

Reel-Time Optometry Clalms vte HealthBrtdge 

Real-Time Claims via Medikredlt 

Reel-Time Hospital Claims vie HealthBrldge 

Paper Clalm with lntelleca Mosaic 

therefore eliminate the inbound logistics 

costs, paper mail room sorting, manual 

scanning, header and line capture costs. 

Paper claims are received wilh a printed 

mosaic barcode which when decoded 

provides a digital XML representation of 

the clalm content. From this point 

forward the claim is treated as electronic 

end therefore eliminates header end line 

capture costs only. 
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R0.00 R2t .St 

R3.00 R18.81 

R4.51 R17.95 

R16.43 R7.74 

R1.02 R3.33 
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Provider Statement Download from Website Eliminates the printing and posting of R10.38 TBD RO.OD R10.38 

paper statements 
Provider Statement Emailed 

Member Statement Print from Website 

Member Statement Emailed 

Electronic Remittance Advice via HealthBridge R1,234.49 TBD R0.22 R1,234.27 
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Each of the columns in the table above is explained below: 

Equivalent Paper Cost per Transaction: 

This figures for Batch Claim via EDI Trading Partners, Real-Time Claims via 

HealthBridge (Out-of-Hospital, In-Hospital and Optometry), Real-Time via Medikredit 

and Paper Claim with lntelleca Mosaic were taken from Millner's (2006a) activity 

based costing analysis. 

The cost of printing and posting a single printed letterhead is R5.19 (Parsons, 2006). 

On average member statements are two pages and provider statements vary by the 

number of patients they see per week. In both cases a conservative view of two 

pages were used totalling Rl0.38 per statement 

Hospital statements (relating to the Electronic Remittance Advice via HealthBridge) 

can be very large given the number of items claimed for in a single visit. An 

estimation model was therefore put in place to calculate the average number of 

pages and therefore cost of a hospital statement. Currently the electronic service is 

only available to the big three hospital groups being Life Healthcare, Mediclinic and 

Netcare. The average number of claim lines and hospitals was calculated based 

figures for these three hospital groups for the period December'04 to July'05 in the 

Health Operations Pack - July 2005 (Discovery, 2005). This gave an average claim 

line count per hospital per month of 5,948. Using a sample statement for an NHN 

hospital (Jouben, 2006), the average number of lines catered for on a statement 

page was determined to be 25 which gives an average of 238 !)ages per statement 

typically sent to Mediclinic, Life Healthcare and Netcare. Applying the same 

calculation to an NHN hospital gave an average of 30 pages which is almost half that 

of the sample received from Jouben (2006), which indicates that the calculation is 

conservative. 

Applying the cost per letterhead page of R5.19 to the 238 average page statement 

gives an average cost of a printed hospital statement of R1 ,234.49. 

Cost of Operating the Electronlc Service: 

This figures for Batch Claim via EDI Trading Partners, Real-Time Claims via 

HealthBridge (Out-of-Hospital, In-Hospital and Optometry) and Real-Time via 

Medikredit were taken from Millner's (2006a) activity based costing analysis. 

The figure for Paper Claim with lntel\eca Mosaic was derived from Millner's (2006a) 

data and an lntel\eca Claims Analysis Repon included in the lntel\eca Steering 
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Committee Meeting Minutes of 16 Augus1 2006 (Rethman, 2006c). Firstly the 

probability of an lntelleca claim successfully bypass the header and line capture 

work.flow processes was estimated from the lntelleca Claims Analysis Report to be 

47.5%; i.e. an lntelleca mosaic encoded paper claim will on average be successfully 

imported directly into the transaction processing system without requiring header and 

line capture intervention 47.5% of the time. The average cost of header and line 

capture intervention was estimated from Millner's (2006) activity-based costing data 

to be R9.16 per claim. An lntelleca claim therefore eliminates on average only 47.5% 

of this cost per claim, which is equal to R4.35. Therefore the cost of operationally 

supporting an lntelleca claims is the cost of supporting a normal paper claim less the 

average cost of header and line capture which an lntelleca claim manages to 

eliminate on average, which is equal to A23.64. 

The operational support costs for provider and member statement and Hospital 

electronic remittance advices is yet to be determined and not included in the 

calculation as yet. 

Intermediary Average Switching Fee: 

HealthBridge charges at a fixed fee per message switched and their fees were 

obtained directly from the 2006 invoice breakdown (Rethman, 2006a). 

Medikredit charge at R3.73 per line of message switched until the total number lines 

exceed 800,000 in a month then the lines above 800,000 are charged at R1.00 per 

line (Rethman, 2006b). Using the average claim lines per pharmacy claim from the 

Health Operations Pack - January 2006 (Discovery, 2006h) of 2.02 and the monthly 

Medikredit claim volumes (Rethman, 2006b) an average transaction fee of R4.51 per 

claim was calculated for Medikredit claims. 

lntelleca's fees are more complex as they are structured as R1 ,20 for the first 

successfully decoded instance of a unique lntelleca claim, 20c for the first duplicate 

of that claim received and then 1 0c for every subsequent duplicate thereatter. An 

average duplicate rate of 17.53% on normal paper claims was sourced from the 

Health Systems Weekly Report (Discovery, 2006i) and applied to the lntelleca 

estimate of an average transaction fee per claim of R1 .02. 

Given that the three critical input parameters (call savings yield, transaction volumes 

and paper saving rate) are now explained. the next sec~on will review in detail the 

results of the savings model. 
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Savings Model Results 

A detailed tabular view of the inputs and outputs of the savings model is provided in 

Appendix H. 

The final step in the procedure outlined in the previous chapter for investigative 

question 2 was to determine the distribution of operational efficiencies across the 

various u-commerce channels and how they map to the Healthcare Engagement 

Lifecycle. This is presented in the next series of figures. 

Figure 13: Dlstr1buUon of Savings across the Healthcare Engagement Llfecycle 

The total operational savings generated by the suite of electronic services is 

estimated to be R 63,524,579 per month. 

With reference to figure 6, observe that the "Bill the Intervention" and "Understand the 

Financial Outcome" stages of the Healthcare Engagement Lifecycle were responsible 

for 84% of the operational efficiencies derived from the electronic services. This is 

consistent with an intuitive expectation since these stages of the engagement 

lifecycle pivot around the large cost driver which is the processing of the claim. 

"Recognise a Need", "Evaluate Alternatives", "Decide on an Intervention", "Perform 

the Intervention" attracted no efficiencies from the electronic services evaluated as 

part of the scope of the Claims Business Service. 
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Figure 14: Olsbibution of Savings across U-Commerce Channels 

Figure 7 highlights the dominance of the fully integrated back-end B2B e-commerce 

channel in generaUng efficiencies for the business. This is a function of both volume 

and savings per transaction. 

The next figure attributes a significant majority of savings to the reduction of inbound 

and outbound paper relating to the Claims Business Service rather than to a 

reduction in the number of calls received. 

Figure 15: Olsbibution of Savings across Paper Logistics and Calls 
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Analysing the savings arising from a reduction in paper in more detail indicates which 

electronic service components are predominanUy driving these efficiencies. 

Dlsb'lbutlon of Paper Savings Across Electronic Service Components 
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Agure 16: Distribution of Peper Savings across Electronlc Service Components 

There is a strong correlation between transaction volume and the savings generated 

by each electronic service component, except for Electronic Remittance Advices sent 

to hospitals. This is attributed to the fact that printed hospital remittance advices per 

hospital can be hundreds of pages long. For the hospitals in the Netcare, Life 

Healthcare and Mediclinic hospital groups these can range from 300 to 500 pages 

each (Joubert, 2006b). The smaller hospital, as in the case of NHN group, the paper 

remittance per hospital can be as much as 50 to 60 pages (Joubert, 2006a). There 

are approximately 156 hospitals in the Netcare, Life Healthcare and Mediclinic 

groups which receive an electronic remittance advice via HealthBridge instead of 

printed on paper. With the electronic service displacing the paper printing service of 

R2.39 per page savings are estimated at R567.46 per electronic remittance advice. 

Next figure provides a summary view of the savings by each u-commerce channel 

and how they map to the Healthcare Engagement Lifecycle stages. 
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Again, one can see here the dominance of the fully integrated back-end B2B •· 

commerce electronic service components in the "Authorise the Intervention\ "Bill the 

Intervention", "Track the Claim" and "Understand the Financial Outcome" stages. 

The diagram clearly illustrates that although Discovery has made some use of 

multiple u-commerce channels to meet the information and servicing needs of the 

member, patient and provider as they track through the Healthcare Engagement 

Lifecycle, the operational efficiencies in the Claims Business Service are by far 

attributed to a single e-commerce channel due to its ability to reduce the amount of 

paper in the process. 

5.1.3 Investigative ques11on 3 

Investigative question 3 of research question 1 poses the following: What future 

opportunities for further u-commerce related efficiencies eKlsl? 

The first part of the procedure in answering this question involved analysing 

functional areas where the use of u-commerce has been relatively weak. To provide 

the necessary information for this analysis, a plot was drawn of the U-Commerce 

Richness scores derived for investigative question 1 against the savings figures of 

investigative question 2 for each of the electronic services. See below 

Electronlc Service U..Commerce Richness and Total Savings 
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Figure 18: Electronic Services' U~mmerce Richness and Total Operational Savings 
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The bubble sizes in this plot represent the sum of transaction volumes per month of 

the electronic service components making up each of the electronic services. The 

first observation to be made is that in spite of Claims Submissions' lowest U­

Commerce score of 2.00, it has generated the highest total operational savings which 

is a function of its relatively large savings per transaction and the high volumes 

focused on one specific u-commerce channel. This can be seen in the table below. 

Fl ure 19: Electronic Service U-Commerce Scores and Savin 
. . ,•; 

•

,, :, ·r ?-

~
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Authorisations 10.00 R 440,509 231317 R 1.90 R 123,432 R 311,on 

Claims Processing 7.11 R 15,995,916 491,484 R 32.55 R 15,438,129 R 557,787 

Outcomes 

Claims Submission 2.00 R 37,784,665 1,895,929 R 19.93 R 36,504,594 R 1,280,071 

Claims Wortdlow 4.89 R 5,480,973 1,987.571 R2.76 R 5,480,973 

Tracking 

Health tnlormaUon 2.44 R 344,883 105,147 R3.28 R 344,883 

Member Starus 12.78 R 3,4n,632 2,260,254 R 1.54 R 3,4n,832 

Check 

This view is expanded to all the services in the plot below which shows the degree of 

correlation between U-Commerce Richness and the Weighted Average Savings per 

Transaction of each electronic service. 
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Electronic Service LI-Commerce Richness and 
Average Total Savings per Transaction 
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Figure 20: Electronlc Service LI-Commerce Richness end Average Total Savings per 
Transaction 

This figure clearly indicates is that there is no correlation at all between the Weighted 

Average Total Savings per Transaction and LI-Commerce Richness. If one accepts 

that the former is a proxy for the value-add per transaction of the electronic service or 

value density and the latter as a proxy for the u-commerce functional richness of the 

electronic service, then the figure can also be interpreted to mean that there is no 

correlation between the value-add and u-commerce richness of the electronic 

services at Discovery. 

5.2 Research Question 2 

Research question 2 addresses the second sub problem in the Research 

Methodology chapter of "adoption strategies for u-commerce" by posing the question: 

"What is an appropriate or recommended strategy framework for medical 

administration companies wanting to embark on u-commerce initiatives in the South 

African healthcare industry?" 

The proposed approach for answering this question as stated in the Research 

Methodology table 9 was to integrate the strategic tools identified through the 

literature survey with the experience and lessons learnt by Discovery. The literary 

surveys of investigative questions 1 to 3 were covered in the Foundation of the Study 

and Literature Review. This section will focus investigative question 4; "what 
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strategic tools and considerations did Discovery use in their implementation of u­

commerce and what lessons were learnt?" The process of integrating the findings of 

these four investigative questions is addressed in the next chapter. 

The primary source of infonnation for exploring investigative question 4 was an 

interview conducted with the founding member and current CIO of the Discovery Pty 

(Ltd), John Robenson. As a senior executive with an enduring hands-on approach, 

he has a highly unique and comprehensive perspective of how Discovery has 

evolved over the past 14 years. This section provides a consolidated discussion of 

the relevant aspects of Discovery's history, culture and lessons learned based on the 

findings of the interview with Robenson (2006) and other interviews conducted in the 

course of this research. 

Discovery Pty (Ltd) started out 14 years ago as Discovery Health with a handful of 

energetic and entrepreneurial individuals lead by Adrian Gore and driven by a simple 

core purpose of making people healthier and enhancing and protecting their lives. 

Gore explains in the 2005 Discovery Annual Repon (Discovery, 2006a) that "an 

obvious translation of this purpose is to build an organisation that introduces and 

promotes consumerism in both health care and life assurance.n This philosophy has 

endured from the inception of Discovery to its current incarnation resulting in an 

organisation which is marketing oriented; driven by the needs of its customers. 

Discovery leadership have never been enthusiastic about the classical strategic 

planning process involving the development of a mission statement, setting long, 

medium and shon term goals and formulating a "five year strategic plan". At best the 

strategic thinking could be characterised as "sense-and-respond" which typically 

provides a more intuitive and actionable plan by focusing on the customer and 

thereby reducing uncenainty (Raypon & Jaworksi, 2005:8). 

Viewed in light of the immensely dynamic nature of the South African health care 

industry and ever changing legal framework, this approach does to some extent 

explain Discovery Health's booming success; the strategic thinking process matches 

the volatility of the industry context. Robenson (2006) explains that Discovery 

leadership have always been very good at looking at a market and figuring out how 

to change the rules of the game. 

Where Discovery's strategic thinking process is different to the "sense-and-respond" 

approach as described by Raypon & Jaworski (2003:8) is that the latter would 

typically involve sensing what the customer likes and dislikes. However, Discovery's 
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sensing mechanism has always been focused on anticipating what the customer 

wants (be that explicit or implicit) given the dynamic nature of the health care 

economic context in which the customer finds themselves. This subtle yet critical 

distinction differentiates Discovery's approach from the downfall of "sense-and­

respond", which is its inability to generate improvements beyond incremental 

innovations. 

Although, Rayport & Jaworksi (2003) explain that sense-and-respond strategy 

formulation is more appropriate for traditional offline firms and tends to blind firms to 

the possibility of radical and disruptive innovation, Discovery's special form of sense­

and-respond essentially transformed it into an innovation leader, both from a product 

design and technology implementation perspective; giving rise to the "rule changing" 

culture of Discovery. 

The distinctive sense-and-respond culture had further implications. It nature of the 

"sensing" needed an organisation that could "respond" quickly to seize the 

opportunity. Robertson (2006) describes how Discovery always followed an 

approach of assembling great people around energy-unleashing outside-of-the-box 

aspirational and often counter-intuitive goals. In hindsight this fitted well with the 

youthful rebellious and entrepreneurial profile of its management and staff, and gave 

rise to a brick-and-mortar culture which simply looked and felt so much like a typical 

on\ine firm's culture that the step into online would seem natural. 

The trigger event that launched Discovery's entry into online occurred roughly at the 

lime the dot.com boom was reaching crescendo. Discovery leadership specifically 

recruited management expertise to lead the initiative. Robertson (2006) regards this 

as a critical move and attributes a lot of OiscoveryWor1d success to this expertise. 

Having said, at the time there simply were not that many firms with much experience 

with entering online markets. This gave rise to many apprehensions. One which was 

that Discovery's dominant culture would not be sufficiently entrepreneurial nor have 

the competencies for the online business. A decision was taken to separate them 

completely and run them as dual organisation struciure (Rayport Jaworski, 

2003:245); one being offline and one being online. Contrary to expectation the dual 

organisation structure had far greater negative ramifications for both organisations. 

At the time there was a lot of fear about the ability of online firms to cannibalise their 

brick-and-mortar parents. This fear together with growing animosity in the off-tine 

firm to the perceived intellectual arrogance of the new online firm gave rise to a 
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destructive competition between the firms. A decision was then taken to merge the 

online firm back into the original parent and reposition it as a supportive function to 

the business, which immediately dissipated the destructive trend. The ease of 

reintegrating the organisations is indicative that the progressive, entrepreneurial and 

performance culture of the otfline business was always sufficienUy matched for the 

needs of the online business. In situations such as these it would seem that a dual 

organisation structure can do more harm than good. 

Interestingly, Discovery, Medscheme and Dimension Data decided to stan up 

HealthBridge at roughly the same time. This online firm would provide a switching 

service in the health care industry initially focusing on switching real-time claims 

messages between medical service providers and medical administrators. In this 

case the dual organisation structure was essential to the survival of HealthBridge. By 

structuring the shareholding between arch-rivals Medscheme and Discovery as equal 

stakes it would provide HealthBridge with an immediate critical mass of access to 

medical aid members (a critical value proposition to the providers of care) as well as 

the required neutrality in the mar1<et (not biased toward any panicular medical 

administrator). By definition this forced it to be run as a separate entity. Although its 

core business was pure switching, in the early years there still was some concern 

that HealthBridge may decide to enter the medical administration mar1<et and embar1< 

on a cannibalistic strategy but this subsided over time as it became apparent that this 

simply was not their line of business. In this case the dual organisation structure was 

successful. 

The development of OiscoveryWorld was an important organisational learning 

experience which would define a paradigm for success. In the case of the 

DiscoveryWorld website the aspirational goal was to build something that people 

would be excited about and motivated to come back to. The key was in a set of 

simple design principles that would initiate the building of DiscoverWorld and would 

ultimately become a philosophy and pan of the innovation culture for all future 

innovation initiatives: solutions needed to be "Intuitive, real-time and Integrated". 

In addition, the high concentration of actuaries at senior levels in the organisation 

also instilled a culture of measurement, analysis and an interesting hard-to-define mix 

between hard evidence- and intuition-based decision-making. 
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It is the authors opinion that the resultant implications for the evolution of Discovery 

was that as new u-commerce channels were added, such as EDI and reaJ-time 

claims submission, voiceXML, mobile, etc, it was done based on three things: 

• Their unique version of "sense-and-respond" strategy building 

• Building solutions that are uintuitive, real-time and integrated" 

• Continuously measuring whether the solution is satisfying the "Wants" of the 

customer/user-base 

Inevitably the usense-and-respond" approach would result in an evolutionary 

approach in which functionality would be added when the need arose and not 

through a preconceived master plan to install u-commerce into the organisation. In 

fact, at no time was Discovery leadership aware of this term uu-commerce", however, 

the concept of uintuitive, real-time and integrated" would clearly have driven a journey 

of discovery (excusing the pun) and design choices that would give rise to the 

beginnings of what current thinking terms u-commerce. 

To illustrate, the current portfolio of Discovery's electronically mediated services can 

be summarised as follows: 

1. Discovery makes use of multiple u-commerce channels to deliver their 

services. This particularly true of the Claims Business Service in which the 

Member Status Check, Authorisations, Claims Outcomes, Claims Wor1dlow 

Tracking and Maintenance of Personal Detail have the richest functional 

implementation of u-commerce relative to other electronic services. 

2. However Discovery has focussed on delivering its electronic services 

predominantly through the E-Commerce channel with a fairly equal spread of 

functionality between email, website and fully integrated 828 solutions. The 

M-Commerce channel, though a fraction of E-Commerce functionality, is 

dominated by the use of simple SMS notifications. 

3. New initiatives are however underway to more fully explore interactive SMS 

solutions and WAP-based M-Commerce. 

4. Very little use has been made of Silent Commerce and is limited to mosaic 

bar-coded paper claims that are able to eliminate a portion of the manual 

intervention costs at claims processing time. 

5. No solutions make use of Interactive Television or Telematics. 
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It is clear from this profile that Discovery at present has not deployed solutions that 

fully embrace the concepts of u-commerce. At best, and by organic evolutions, it can 

be described as approaching the Post-Human quadrant of u-space (described in 

chapter 3 p59), as it extends normal conscious experience of services in an 

ubiquitous sense, such that it is always available at an place or time (mobile, VXML 

and website services). In the case of electronic claims it approaches The Node 

quadrant of u-space: attenuating information by automating transactions (the claiming 

process) which typically consume consciousness; however the node is bound to a 

specific location (the service provider's premises) and is not ubiquitous. There are no 

elements of its design in the Hyper-Real or The Matrix quadrants. 

The portfolio is unbalanced, not fully integrated and not ubiquitous at this stage, but it 

is a consequence of building what was needed at the time and has created immense 

value for the business. Robertson (2006) describes how these electronic service 

components developed in a largely silo-based manner. This is evident from the 

interviews with the development managers which indicate a degree of managerial 

detachment between clusters of electronic service components which serve the 

broader common purpose of the same electronic business service. Robertson (2006) 

also emphasises that this silo-based focus and specialisation was an essential part of 

the maturing process; learning about the particular channel technology and 

customers that use them. 

In response to this maturation and the need for increasing levels of intuitiveness, 

real-time and integrated solutions, the leadership of Discovery decided to re-organise 

its various software development departments into a single entity called Corporate 

Health Systems (CHS) at the beginning of 2006. This department would be solely 

responsible for developing soltware for all of the Discovery corporate subsidiaries. 

So just as on a corporate level the portfolio of business (Vitality, Health, Life) are 

tightly coupe and synergised, the intent was to put in place an organisational 

structure for the IT systems that would mirror this business integration and provide 

the potential for similar synergies at a systems level. The most notable example of 

this was the creation of a new function within CHS called Customer Interaction 

Management which will be responsible for creating a consistent user experience 

across all CHS systems. This would lay an important infrastructure that can create 

opportunities for u-commerce. 
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Robertson (2006) indicates that although the organisation is still not formally versed 

in the concept of u-commerce, its current organisational structures and processes are 

now more than ever geared toward fulfilling its technical aspiration of being "intuitive, 

real-time and integrated", which is interpreted as Discovery-speak for u-commerce. 

All that remains now is for CHS to mature, shed its silo-based thinking and grow into 

its new shoes. The next two sections give some insight into Discovery's first steps 

toward envisioning a future of true u-commerce applications. 

5.2.1 Discovery Mobile 
Although the mobile channel had been under consideration in Discovery since 2002, 

it was only in 2005 that a more formal investigation into the potential of the channel 

was initiated. This section summarises a presentation given by the project leader to 

the management committee of Discovery's Corporate Health Systems department on 

the investigation methodology, demonstration of working prototypes, potential of the 

channel and recommended implementation strategy (Naidoo, 2006a). 

A core team was formulated consisting of a development manager, business 

analysts, architect and developers to perform the investigation, validate key 

assumptions about the channel, put in place working prototype solutions to 

demonstrate the potential to the Discovery business community and thereby obtain 

business sponsorship for a formal project to build the platform. 

The recommendations coming out of the investigation were the following (Naido, 

2006a): 

1. Utilise existing infrastructure were possible and thereby sweat existing assets 

2. Take a phased approach to the Mobile journey and ensure alignment with 

business objectives while ensuring support from Marketing 

3. Partner with a vendor that can offer a platform that can be used along the 

entire spectrum of Discovery's Mobile journey 

The phased approach proposed two phases. The first phase focused on evolving 

the current SMS notification service to a fully fledged self-servicing mechanism 

targeting brokers, members, medical service providers and internal business areas. 

Naidoo (2006a) identifies a myriad of potential products for the SMS service. 

Examples of service offerings that begin to take the form of true u-commerce 

solutions: 
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1. A broker could send an SMS to Discovery requesting member statement to 

faxed or emailed. Currently this type of request is service telephonically and 

makes out 75% of broker calls. 

2. Discovery Marketing pushes an SMS advertisement to Vitality members to 

register for the Argus online and provides a website UAL which can be 

accessed either via fixed line Internet or mobile WAP. 

The second phase of implementation involves the design and deployment of a full 

WAP-enabled mobile solution providing functionality such as frequently used web­

content suitable for mobile devices. Some examples provided by Naidoo (2006a) are 

as follows: 

1. Members - Update of Personal details, details on credit card purchase, 

changing credit card facilities, access to vitality partner details, booking of 

vitality benefits, gym memberships 

2. Brokers - viewing of statements, viewing of product information (most recent 

content - updated real-time by marlceting), view leads in pool, member details. 

Life and Health Brokers can use device to capture all fields necessary and 

have it sent to the office in real-time for capture and it can be e-mailed directly 

to client tor "Signature· so that the deal is signed within a short period of time. 

Brokers could also do quotes. 

3. Providers - Providers may need to check Pre-Authorisation status of member 

while en-route to procedure, or to check previous medication prescribed. 

Could even use to check complicated procedure codes (/CD), or to track CPD 

points 

Again example 2 above is another interesting application of u-commerce by 

combining WAP and email. 

5.2.2 Discovery Anywhere 

The Discovery Mobile investigation sparked a lot of interest in the organisation 

around alternative channels to deal with business problems which current e­

commerce and m-commerce solutions do not fully satisfy. This section summarises 

a launch presentation given by the project leader to the senior management of 

Discovery on the investigation methodology, demonstration of working prototypes, 

potential of the channel and recommended implementation strategy (Naidoo, 2006a). 
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One of the biggest problems in South Africa is the lack of wired infrastructure for high 

speed PC based internet access and the socio-economic realities which exclude the 

majority of impoverished South Africans from participating in this type of technology. 

Mobile gets some way there due to the unrivalled proliferation of mobile devices 

across every economic stratum in the country. However, the size of the mobile 

device user-interface limits the richness of content and user interaction, which tends 

to be more suited for desktop-style webpage content and interaction. In addition, the 

variability of handsets sophistication aggravates this situation; the majority of devices 

in use in the market can at best support SMS and not WAP or MMS applications. 

This gave rise to the concept of the wireless self-service kiosk; an idea developed 

using the same methodology and team who developed the Discovery Mobile 

strategy. A free standing or portable device of wide ranging sizes and sophistication 

can be used in various settings depending on the objectives for the site. Larger 

devices are able to accommodated more sophisticated interactions as well as serve 

as a branding and awareness platform. Smaller more portable devices could be 

used in settings such as doctor's rooms where mu!Uple parties need to make use of 

the device in a more personalised setting. If cost is more important than exclusivity, 

then the device could be shared between organisations; a kiosk in a retail store could 

host applications for multiple partnering organisations. 

Naidoo (2006b) describes the following potential applications for Discovery Health: 

1. Provider networlc servicing including the provision of member lists and 

payment details 

2. Electronic claims submission from the providers practicing rooms 

3. Details of recent claims 

4. MSNSPG balances 

5. Benefit confirmation 

6. Product information 

7. Updating of personal details 

8. Marketing campaigns 

9. Video clips 

10. Event attendance registration 
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As an extension of point 2 above the following u-commerce application involving 

silent and mobile commerce is envisioned and becomes increasingly feasible with 

this technology. Currently Discovery Health has managed to convert 85% of all 

claims received onto some form of electronic submission via the Internet from the 

service provider's premises. The remaining 15% is elusive as it typically involves 

cash practices who do not wish to engage with medical administrators directly and 

often print paper claims for members to submit themselves. Imagine a kiosk is 

placed in the doctor's rooms or any other convenient location which allows the patient 

to scan a printed paper claim containing an lntelleca bar code (silent commerce). 

The kiosk converts the lntelleca bar code into a digital XML claim and submits it to 

Discovery via wireless broadband {mobile commerce). Discovery processes the 

claim in real-time and provides an immediate response back to the member 

displaying (on the kiosk) how much of the claim will be reimbursed to the member 

and by when, as well the amount of medical savings account remaining after the 

transaction is complete. The member reads the reasons for short payment and has a 

query. The kiosk attempts to clarify the query using an expert system. If it is unable 

to satisfy the member within a specified time limit, it initiates a call to a call centre 

agent at Discovery using Voice Over IP. When initiating the call the kiosk is able to 

provide the full context of the discussion up to that point in time, which reduces the 

initial context setting overhead on the call duration and improves the seamless 

service experience for the member. In addition, the VOiP solution allows the agent to 

visually explain the outcome of the processing rule by using knowledge inventory on 

the kiosk and thereby uses the call query as an opportunity to "teach" the member 

how to find relevant information on the kiosk to facilitate future decision making at the 

point of care without requiring assistance from a call agent. 
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6 Discussion, Conclusions and Recommendations 
This chapter consolidates the findings in the previous chapter with the information 

contained in the Foundation of the Study and Literature Review chapters by 

discussing each research question separately. These detailed discussions are then 

followed by Conclusions which reviews the key findings of the report and discusses 

the broader implications for u-commerce. The chapter and report then closes with 

Recommendations for future studies into u-commerce. 

6. 1 Discussion 

6.1.1 Research Question 1 
The research question, proposition and relationship to u--commerce sub-problems 

identified by Galanxhi-Janaqi & Nah (2004) are repeated here for convenience: 

• Sub Problem: Assessing the true value of u-commerce 

• Research Question 1: How can the combination of different components of u­

commerce implemented by an administrator play a role in making quality 

healthcare more affordable to a broader spectrum of South Africans? 

• Proposition: It is proposed that an administrator with sufficient scale such as 

Discovery Health can, by making use of u-commerce principles, generate 

sufficient operational efficiencies which when passed on to its schemes 

through reduced admin fees can result in a reduction in member contributions 

to the extent that medicaJ scheme membership becomes more affordable to a 

broader spectrum of South Africans. This in tum will result in competitive 

forces in the administrator market space to further drive the industry's average 

cost of contribution down. 

The value generated by Discovery's current configuration of electronic services is 

extensive. The analysis focused on the single largest cost driving business service 

the administrator provides to the scheme, which accounts tor as much as 26.1% of 

the sum of those corporate divisions' budgets that support the Claims Business 

Process and 17.2% of the corporate Operating and Administration income statement 

item for 2004/2005. The analysis was based on the savings generated as a result of 

reducing paper logistics and reduction of calls to the call centre. 

A total savings of A 63,524,579 per month translates into a savings of R40 PABPM in 

the administration fee. Assuming hypothetically that Discovery did not have any of 
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these electronic services in place, it would result in an increase in the administration 

fee from RB3 PABPM to R123 PAPBM, more than double that of any other significant 

administrator in the market. Viewed from this frame of reference one could say that 

the electronic services have generated a saving of 32% on the administrator's fee. 

The importance of these electronic services cannot be overstated as they make what 

are clearly a complex and operationally costly service offering and business model 

priced competitively. 

The question however is, can these savings be attributed to the concepts of u­

commerce? Is it a function of the u-commerce idea that the ubiquitous and 

integrated delivery of services across multiple u-commerce channels results in 

greater savings than if only one channel is used or if the electronic services were 

totally disconnected from each other. In answer to this question, this paper has 

delivered two evaluations; the first looking at u-commerce functionality and the 

second looking at how the savings generated are distributed across that functionality. 

In terms of the evaluation of functionality, section 5.2 of the Research Results 

observed that although the u-commerce concept of ubiquity has begun to play out, it 

is more in a sense that a business service such as Member Status Check is being 

hosted on various u-commerce channels but not the truly integrated sense that 

perhaps the more recent Discovery Mobile opportunities are being described. 

An evaluation of the operational efficiencies distributed across these u-commerce 

solutions provide an insight into the value-add of u-commerce as implemented at 

Discovery: 

1. Analysing the savings against the Healthcare Engagement Lifecycle indicates 

a concentration of savings in the Bill the Intervention, Understand the Financial 

Outcome and, to a lesser degree, Track the Claim stages. 

2. However in all the cases the majority of savings yielded from the E-commerce 

channel by far. In fact only 0.63% of the savings are attributed to non-E­

Commerce channel savings. 

3. In all cases the savings were aiso dominated by the ability of the solution to 

save on paper logistics rather than call reduction. 

4. An important observation was the fact that there was no correlation between 

the u-commerce functional richness of the electronic services and the value­

add (measured by total operational savings) of those services. This was 
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attributed to the disproportionate volumes or value densities of the Claims 

Submission electronic service and the Hospital Electronic Remittance Advice 

electronic service component relative to electronic services hosted on 

channels other than e-commerce. 

Returning to the question posted ear1ier; can these savings be attributed to the 

concepts of u-commerce? From the findings summarised above it is clear that there 

are some savings attributable to u-commerce, but given the relatively low maturity of 

u-commerce at Discovery compared to pure e-commerce it is not surprising that the 

majority of total savings generated by the electronic services cannot be attributed to 

u-commerce. 

The final question remaining is that of, should Discovery have an appetite to deploy 

more u-commerce embracing solutions, how much remaining operational efficiencies 

are left to be squeezed out of the Claims Business Service. Let us focus on the 

highest value density electronic services, i.e. those which generate the most savings 

per transaction, which are: 

1. For paper savings: 

a. Claims Submission 

b. Claims Processing Outcomes 

2. For call saving: 

a. All electronic service components which support user-driven requests 

for simple information 

In the case of Claims Submission, Discovery's current average for claims received on 

paper is 16% with the complement of 84% received electronically. 

Hospital Electronic Remittance Advices via HealthBridge ls an important electronic 

service component of the Claims Processing Outcomes electronic service due to its 

high value density. Currently these ERA's are sent to Life Healthcare, Mediclinic and 

Netcare hospitals which make out 87% of claim lines (the cost driver for paper 

statements). 

Using the savings model developed for this research paper and assuming that ERA's 

could be put in place for the remainder of the private hospital market and claims 

submission are totally converted to electronic by introducing further u-commerce 

solutions to engage the market in a way that would reduce the barriers to adoption, 
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then the total addmonal operational savings per month attributed to the Claims 

Submission electronic service and the Hospital ERA service component is estimated 

at R10.2 million per month. Although the current volumes for other electronic 

services are quite low and suggest potential opportunities for u-commerce, their 

current value densities are so much smaller by an order of magnitude and therefore 

any effort invested in them are likely to yield marginal operational efficiencies on the 

figure quoted above. 

Let us look at call driven savings. Discovery currently receives approximately 

375,000 calls per month relating to the Claims Business Service which the current 

electronic services are not able to eliminate. Assuming half of these calls could be 

addressed through the use of u-commerce to engage the mru1<e1 differently. At an 

average call cost of R13.12 this would generate a tunher savings R2.5 million per 

month in operational efficiencies. 

Adding the paper driven savings to the call driven savings gives a total of R12.6 

million savings per month. This saving could be channelled in two ways: to the 

shareholders for further value creation or to the scheme by reducing the 

administration fee or some blend of the two. 

Should the savings be channelled to the shareholders as additional earnings then the 

annualised savings as a percentage of the 2005 net profit for the Discovery group 

attributable to ordinary shareholders of R 585,000,000 (Discovery, 2006a) is 26%. 

This figure is significant if viewed in context of Discovery's average basic earnings 

per share growth for dilu1ed shares (Discovery, 2006a) represented in the table 

below. 

Table 22: Olscove 

2002 239 

2003 362 51% 

2004 418 15% 

2005 585 40% 

Average Growth 36% 
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Assuming all of the savings were channelled to the scheme to improve Discovery's 

administration fee competitiveness, the figure would mean a reduction in the 

administration fee by 9.52% from R83 PABPM to R70 PABPM. 

Research question 1 asks the question, UHow can the combination of different 

components of u-commerce implemented by an administrator play a role in making 

quality healthcare more affordable to a broader spectrum of South Africans?" The 

proposition in this paper was that an administrator with sufficient scale such as 

Discovery Health can, by making use of u-commerce principles, generate sufficient 

operational efficiencies which when passed on to its schemes through reduced 

administration fees could result in a reduction In member contributions to the 

extent that medical scheme membership becomes more affordable to a broader 

spectrum of South Africans. This in turn will result in competitive forces in the 

administrator mark.et space to further drive the industry's average cost of contribution 

down. 

Given Discovery's market dominance and growth trajectory, it does have the scale to 

induce the required competitive dynamics proposed above. It already has generated 

tremendous operational efficiencies to support a highly complex product suite and 

costly service offering at a competitive administration fee that continues to support its 

growth trajectory. Assuming u-commerce can be used to generate further 

efficiencies to yield the R70 PABPM administration fee, could this be enough to cross 

a threshold that will allow a significant ponion of the lower income segment of the 

employed-but-not-insured market to enter the private health insurance mark.et? 

With reference back to the discussion in section 2.2 p14 on the Low-Income Medical 

Schemes consultative investigation a contribution of R200 per month with a 50% 

employer contribution is expected to be affordable for roughly 1.5 to 3.6 million lives 

in the target mar1<et of households earning R2,000 to R6,000 income per month. 

With the Council for Medical Schemes targeting administration fees at no more than 

11 % of gross contributions it places a ceiling on the LIMS administration fee of 

roughly R44 PABPM. The following table contrasts these figures showing 

Discovery's best case administration fee and contribution based on attaining a ceiling 

in operational efficiencies driven by the exploitation of funher paper and call cost 

saving solutions, whilst holding constant the products and services that Discovery 

offers its clients: 
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Table 23· LIMS and Dlscoverv Com"arlson . 
II t 1 ££!! ~-- II 1a; .... C:wiCOII 

?IJdllli ■ •eun.t"'-d ..... _ 
Contribution A400 R694 

(including employer portion) 

Administration Fee R44 R70 

Compared to the LIMS targets it is clear that the answer to research question 1 for 

making quality healthcare more attordable to a broader spectrum of people cannot lie 

purely in further incremental improvements in operational efficiencies, through u­

commerce or any other means for that matter. At the boundary conditions, let us 

assume the administration fee is set to zero this will only bring the contribution down 

to R624. This view is consistent with the Consultative Investigation into Low Income 

Medical Schemes report (Broomberg, 2006) which states: 

"It is clear that administrators and managed care companies will need to develop different 

business models in order to profitably serve the LJMS mark.et. Current business models, 

involving complex service offerings, intensive call centre support etc, will simply not be 

sustainable in the anticipated very low price LJMS environment. In.stead, administrators and 

schemes will need to focus on benefit design and service offerings which minimise cost in 

order to en.sure profitable participation in the LJMS environment." 

6.1.2 Research Question 2 

The research question, proposition and relationship to u-commerce sub-problems 

identified by Galanxhi-Janaqi & Nah (2004) are repeated here for convenience: 

• Sub Problem: Adoption strategies for u-commerce 

• Research Question 1: What is an appropriate or recommended strategy 

framework for medical administration companies wanting to embark on u­

commerce initiatives in the South African healthcare industry? 

• Proposition: It is proposed that the current set of strategic tools presented in 

literature for each of the components of u-commerce and generic technology 

and innovation strategy tools together with the experiences of Discovery 

Health can be used to synthesise a recommended strategy framework. 
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The Literature Review reflected on contemporary literature relevant to u-commerce 

as a whole, the individual u-commerce channels and general technology 

management issues. Section 5.2 of the Research Results chapter discussed the 

results of the Discovery case research. This section integrates these findings into a 

recommended strategy framework.. 

The first decision to be made by the firm is a choice of perspective. Does the firm 

have a paradigm that u-commerce is simply an extension of current business 

practices and by implication only means to extract operational efficiencies from the u­

commerce implementation or is it regarding u-commerce as an architectural and 

potentially radically disruptive innovation? One which is likely to ultimately alter the 

structure of the industry and probably change the finn's linkages with technology. 

Since the business of medical scheme administration is predominantly information 

based, the strategy framework. proposed here for u-commerce solutions presumes 

the architectural/radical innovation perspective and is an adaptation of Raypon & 

Jaworski's (2003) "four infrastructures and strategy" framewor1< for e-commerce 

discussed in section 3.3.4 of the Literature Review. Although their framework. is 

limited to developing a business, implementation and measurement strategy for 

website based e-commerce, at a cenain level of abstraction the basic philosophy of 

the model is still regarded as relevant for u-commerce implementations. Furthermore 

the strategy considerations and tools identified in the Literature Review are ~clipped 

on to" the framewor1< as recommended supportive techniques which tailor the 

framework. to address the key issues identified in the literature review and from the 

information derived from the Discovery Health case. 

Only those pans of Raypon & Jawor1<si's (2003) framewor1< are discussed here which 

involve tailoring for the u-commerce solution context. Those parts that are not 

discussed should be assumed to be directly extendable to u-commerce. A more 

complete overview of the framework. is provided in the Literature Review, section 

3.3.4. 

Market Opportunity 

The objective of the mar1<et analysis step in the Raypon & Jawor1<ski (2003) model, 

which is to decide where the firm should compete, can be extended from the e­

commerce to the u-commerce context. The seven recommended steps referenced in 

section 3.4.1 of the Literature Review are summarised below: 
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1. Identify the unmet and/or underserved customer need by performing a gap 

analysis of as-is and ideal to-be customer decision process 

2. Identify the specific customers a company will pursue through a market 

segmentation and target market selection process 

3. Assess the firms advantage relative to competitors through profiling 

competitors against the customer engagement lifecycle or target segments 

4. Assess the company's resources to deliver the offering by identifying at least 3 

to 4 customer-facing, internal or upstream competiUve resources or assets that 

could be leverage to make the product distinctive 

5. Assess the market readiness of the technology in terms of vulnerability to 

trends and disruption 

6. Specify 1he opportunity in concrete terms 

7. Assess the opportunity overall attractiveness 

The u-space market and trend analysis of Watson et al (2002) is believed to be of 

value in steps 1 and 2 above. By analysing the customer decision process and 

specifically attempting to identify those points in which insufficient or excessive 

information will result in "bound rationality" decision making, the firm identifies 

opportunities to enhance the customer's mental model for decision making, bringing it 

closer with reality and improving the quality of the decision. The u-commerce 

opportunity emerges as a result of not limiting the solution to any particular 

component of u-commerce but allowing the specific setting or context of the customer 

to dictate the appropriate u-commerce component or mixture of components to be 

used. 

By identifying where on the two dimensional Awareness and Space/Time Specificity 

plot the decision making context should ideally be placed determines which of the 

following forms of commerce solutions are more suitable: "Hyper-Real", "Post­

Human", "The Matrix" or "The Node". The dynamic nature of the model then predicts 

in which direction the commerce is likely to move going into the future and informs 

the solution definition process for long-1erm sustainability. 

Watson et al's (2002) research also emphasises the need for viewing the cus1omer's 

attention as a limited resource which should be consumed wisely. This immediately 

implies both opportunities to conserve and redirect customer attention to high value-
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adding decisions and to sublimate to the unconscious those decision processes 

which can be automated. 

The other benefit of the model is in helping the firm assess (step 3 above) the 

competitive position of other firms with respect to the u-space plot and predict what 

there likely future trajectory could be. 

When considering various opportunities and how to address unmet or underserved 

needs, firms need to be cautious in terms of how broadly they intend their innovation 

to be. As pointed out in section 1.10.2, firms need to evaluate the extent to which 

their products and service are information-based. The greater the dependency on 

information rather than physical goods the higher the risk that information-based new 

entrants could disrupt the market place with new innovative internet based business 

models based on radical or architectural innovations. Fully integrated u-commerce 

solutions are classified as architectural innovations. Such attacks typically do enjoy 

powertul and enduring first mover advantage. The question to the incumbent is 

whether to take the lead by assuming a uradical/architectural innovationn perspective 

on u-commerce or perpetuating existing business model paradigms into the u­

commerce framework with an uevolutionaryn perspective and run the risk of being 

disrupted and potentially displaced by a new entrant. 

Step 4, assessing the marl<et readiness of the technology, talks to two key issues. 

The first is obviously determining the domain of technologies that could be pertinent 

to the opportunity in question. Once established, the firm will need to take a view on 

the current state of adoption of the technology in the marl<et, rate of adoption going 

forward and how compatible this is with the required rate of return of the opportunity. 

In terms of evaluating adoption the obvious model of choice is the Technology 

Adoption Life Cycle and the prescriptions of Moore (2004) in dealing with "crossing 

the chasm" which emerges between the visionaries and pragmatists. Moore (2004) 

states that "the key to a winning strategy is to identify a single beachhead of 

pragmatist customers in a mainstream market segment and to accelerate the 

formation of 100 percent of their whole producr as opposed to attempting to build a 

solution to meet the needs of several target marl<et needs which will ultimately be 

relegated to mediocrity by only partially satisfying some of their needs. The model 

therefore also assists in identifying initial target markets to attack. 

The second issue which step 4 should investigate is the chosen technology's 

vulnerability to disruption by new innovations. Signs of this are to consider where the 
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current proposed technology is being used at a premium and is over-servicing the 

needs of the customer-base with little apparent alternatives for the customers. This 

situation has a high risk exposure to the entry of a disruptive technology. The worst 

kind of disruption is an architectural innovation since they tend to create enduring 

first-mover advantage, often developed in alternate markets and are not easily 

detected by established firms due to their sense-making paradigms which are 

component innovation based. Hence the importance of this analysis. 

Business Model 

Rayport & Jaworski's (2003) e-commerce framework requires that the business 

model be defined in terms of the value proposition and value cluster, the online 

offering, the unique resource system and revenue model. Only some of the elements 

of this part of the framework are relevant to u-commerce and the medical 

administrator, and are discussed in the next two subsections. 

Defining the U-Commerce Offering 
The process of defining the online offering pivots around analysing the customer­

decision process; in this case the medical scheme members decision process. In the 

healthcare industry this is somewhat more complex, but still regarded as a critical 

activity for identifying unmet needs and opportunities for the u-commerce offering. 

The high level process defined in the Research Methodology, section 4.4.1 on page 

78 should be considered as the healthcare equivalent of a retail customer-decision 

process. Termed the "Healthcare Engagement Life Cycle", it follows the following 

high level stages each stage described in more detail in the indicated section: 

1. Recognise a healthcare need 

2. Search for information 

3. EvaJuate alternatives 

4. Decide on an intervention 

5. Authorise the intervention 

6. Perform the intervention 

7. Bill the intervention 

8. Track the claim 

9. Understand the financial outcome 
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Another unique aspect of this healthcare decision process relative to typical retail 

customer decision processes is that it acknowledges the role, challenges and 

decisions facing multiple actors: the patient, the service provider and the medical 

administrator. Particularly the patient and service provider are exposed to a high 

propensity of "bounded rationality" due to the complexity of the South African 

healthcare industry. By analysing their collective process, mapping offline and 

proposed u-commerce offerings onto this process the opportunities for managing 

their attention onto critical decision points and presenting appropriate information to 

facilitate quality decisions become more apparent. The mapping tool of choice is the 

Egg diagram as illustrated in Research Results section 5.1.2 on p10B. 

The process mapping can be enhanced considerably by plotting the actors' flexibility 

in terms of space and time as they progress through the process in order to identity 

where process steps will benefit from mobile solutions. 

Unique Resource System 

The prescriptions of Rayport & Jaworski (2003) for the identification of the unique 

resource system which will provide a distinctive offering are as critical to the u­

commerce business model as the e-commerce business model. The following key 

paradigm shifts discussed on p30 of the Literature Review are extended and tailored 

to the healthcare industry as follows: 

i. The benefits under consideration should not only be limited to the customer (the 

scheme member in this case) but should consider all the actors in the healthcare 

engagement lifecycle. Unless there is value accruing to each actor in the 

process, there is the risk of that actor not adopting the change in process and 

associated technologies. 

ii. Shift from single to multi-firm systems. In the South African healthcare industry 

this is particularly important. Switching firms, mobile operators, practice 

management applicaUon vendors, pharmacy benefit management companies and 

banks are bring their own systems to the network. Outsourcing or partnering with 

complementary actors in the process is expected to be criUcal to the success of 

the offering. 
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Customer Interface 

The primary decision that needs to be made in the u-commerce solution context is 

which u-commerce components should be used at each stage in the customer 

decision process. 

It is proposed that once the to-be decision process is defined, that each step of the 

process be characterised in terms of the following 5 dimensions: 

1. Location: how sensitive is the process step to location or can it be performed 

anywhere? 

2. Time: how sensitive is the process step to time or can it be performed 

anytime? 

3. Consciousness: is it essential that the process actor's attention be focused on 

the process step or does it provide a value-adding opportunity to attenuate 

information and reduce the step to the unconscious? 

4. Complexity: is the information or interaction complex? 

5. Degrees of freedom: which of the following does the process actor have 

access to at the time of the process step: hands, vision, voice, auditory 

senses? 

6. Application Control: who will have control over the process step? The u­

commerce service provider (the administrator in this case) or the user? 

Once completed, the following table provides a starting point for identifying the most 

appropriate u-commerce channel for the process step: 
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Table 24: U-Commerce Channel Selection Matrix 
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On-demand For Specific Unspecific Enhancing High Hands, Vision, User 

Television Set Auditory 

Programmed Unspecific Specific Enhancing Medium Hands, Vision, Provider 

For Mobile Auditory 

Device 

On-demand For Unspecific Unspecific Enhancing Medium Hands, Vision, User 

Mobile Device Auditory 

Silent Commerce Passive RFID Specific Unspecific Attenuating Low Hands, Vision User 

tagging 

Active RFID Specific Unspecific Attenuating Low to High Hands, Vision User 

tagging 

Passive Optics Specific Unspecific Attenuating Low to High Hands, Vision User 

Telematics Wired Specific Unspecific Attenuating Low to High Depends on Depends on 

application application 

Wireless Unspecific Unspecific Attenuating Low to High Depends on Depends on 

application application 
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After the appropriate u-commerce channels are identified for the various steps in the 

customer-decision process then the following factors need to be considered for each 

type: 

E-commerce 

• For website design consider the model proposed by Rayport & Jaworksi 

(2003) as outlined in the Literature Review on p32 

• Email service should always provide the recipient with an "opt-out" opUon and 

due care should be exercised in not spamming the customer with unnecessary 

emails. A principle of "the conservation of customer attention" should be 

employed. 

M-Commerce 

• Security and confidentiality are of particular concern with mobile devices. The 

process flow and choice of technologies should be mindful of the degree of 

confidential sensitivity of application. Fralick & Chen (2004) state that the 

concepts of authentication, privacy, integrity and non-repudiation embraced by 

e-commerce are relevant for m-commerce. 

V-Commerce 

• Voice recognition in the US has shown success rates of 95% which is roughly 

5% better than the ability of humans to recognise speech. However, 

experience at Discovery with speech recognition demonstrated such poor 

recognition rates that the service was terminated. The primary cause for this 

was attributed to difference in languages and colloquial speech in South 

Africa. Therefore it is critical that the target market be carefully analysed in 

terms of determining the extent of this variability. 

Interactive Televlslon 

• Television is regarded as one of the most consciousness-enhancing media of 

all the u-commerce channels. However, the interaction with the television 

broadcast is typically contingent on the internet, satellite or mobile devices for 

the return path. 

• For real-time engagements between the television broadcast and the viewer, 

dial-up internet and satellite have shown too much latency. In such cases a 

broadband connection is crucial. Dial-up and satellite return paths are 
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expected to be satisfactory in the case of pre•selecting on--demand broadcasts 

that do not require interaction with the broadcasted material. 

SIient Commerce 

• RFID solutions such as Smart Cards are susceptible to physical and data thett 

and therefore must include the implementation of pin numbers or biometric 

verification. 

• The benefits RFID tags are that they do not require line-of-site but are affected 

by interference from metals, liquids and other radio devices. 

Telematlcs 

• Combining telematics with mobile devices provides a powerful non•intrusive 

means of collecting data in a non•specific space/time manner. 

General 

• Is it believed that the following recommendation made by Malhotra & Segars 

(2005) for m•commerce is universally true for u-1:0mmerce solutions: A 

perceived significant change to an individual's life work.flow, i.e. radical 

behaviour changes to accommodate the service, significantly raises the barrier 

to adopUon. The more intuiUve the service is in terms of aligning with exisUng 

modes of behaviour the greater will be the rate of adoption. 

Implementation 
The implementation model prescribed by Rayport & Jaworksi (2003) can be extended 

to the u-1:0mmerce solution context. However, special consideration needs to be 

given to the human factors upon which the implementation of u-commerce is 

contingent. 

As discussed in Literature Review on p65, Christensen & Overdort (1997) points out 

that organisational capability first manifest in its people, which emphasises the 

importance of recruitment. Over time the patterns of thinking, interaction, 

coordination, channels and filters of communication become routinised and are 

relerred to as the organisations processes (be they implicit or explicit). With 

experience, the organisation learns which factors result in good outcomes for the firm 

and which are negative; these factors become inculcated as highly prized principles 

for decision making and are termed the organisation's deeply embedded and implicit 

values (oflen different to their conscious and espoused values). Ultimately these 
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values determine a dominant pattern of behaviour which is described as 

organisational culture. 

Starting with the end in mind, Rayport & Jaworski (2003) prefer adaptive cultures 

over entrepreneurial cultures for online firms as they blend the best of the 

entrepreneurial spirit (i.e. externally-focused opportunity seeking mindset) with a 

more rigorous and scientific approach to goal determination and a unrelenting focus 

on value-adding outcomes. 

This gives rise to a series of questions facing the leadership of the organisation. 

Assuming the leadership have recognised u-commerce as a radical/architecturally 

disruptive innovation, they must then evaluate their a.ment organisations ability to 

absorb the necessary changes that they would need to undergo to meet the 

challenge. The first is a question around how different the current organisational 

culture is relative to the recommended adaptive culture. Referring to the matrix of 

Rayport & Jaworksi (2003:257) below, the firm can get a sense of the degree of 

change involved. 

Entmpreneurlal Adaptive 

• Unbounded by rules • Proactivety identifies 
and precedents issues 

• Willing to take riskS • Good at planning and 
• Flexlble setting goals 

• Innovative • Responsive to market 
changes 

• Outcome-oriented 

Committed Bureaucratic 

• Emphasises internal • Emphasises slability, 
cohesion, eslablished routines 
participation, and formal authority 
teamwork and loyalty 

Low High 

SpecHicity ol Roles and Processes 

Figure 21: Generic Organlsatlonal Culture Types 

Assuming there is a significant gap between the current organisational culture and 

the required adaptive culture; very careful consideration would need to be given to 

how this cultural change will be made since cultural change in general is extremely 
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treacherous and resource consuming. Implementing the wrong change management 

tactic for the right cultural target could still be the demise of the firm. 

Furthermore, the cultural requirements for u-commerce are expected to place a 

significantly higher burden on the organisation beyond that which a typical move to 

online would ordinarily do. There are two reasons for this. Firstly, u--commerce by 

definition will require exceptional levels of a-business integration in order to deliver 

the ubiquitous and .seamless service experience across the various u--commerce 

channels. This requirement appears to be inconsistent with the dual organisation 

structure discussed by Rayport & Jaworski (2003); one of their alternatives for taking 

a brick-and-mortar firm into the online website marketspace. It therefore appears 

inevitable that firms that are able to deliver u-commerce as a single organisation are 

more likely to succeed. However, the cultural gap required by u-commerce and the 

established firm may be too large for them to co-exist and it is highly likely that 

attempts at building the new culture within the established firm will result in the 

ejection of the new culture. In such cases it may be necessary for the firm to plot a 

cultural journey that can prepare it first before introducing u-commerce as a concept. 

The second reason relates to the Literature Review of Architectural and Radical 

Innovation, section 3.1 O, p63. Established firms, whether they include an online 

business or not, typically establish implicit channels and filters of communication 

which reflect their current business and technology architecture. This gears them 

particularly well for the type of incremental innovation typical of maturing firms where 

efficiency and cost reduction are critical. These firms are fair1y comfortable in the 

experience that their dominant architecture has brought them success and therefore 

slowly but surely entrench the architecture as part of its culture. Architectural and 

radical innovation requires a different organisational configuration at a subtle level 

where implicit channels and filters of communication need to be re-organised. It 

almost talks to rewiring the firm's "instinct" to incrementally improve. In fact 

Christensen & Overdorf (1997) argue that architectural innovation (such as u­

commerce) is even more difficult for these firms to sense-and-respond to because it 

does not highlight any radical change to the components they work with everyday; as 

a result they are highly likely to brand u-commerce as just more of the same and 

thereby increase the probability of failure. These patterns of behaviour will resist the 

leadership's attempts to introduce a new paradigm at an architectural level. 
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Reflecting on Discovery as a case, it is clear that the firm was born from the roots of 

an entrepreneurial culture. In many respects this explains why it was quite 

comfortable reintegrating DiscoveryWor1d back into the organisation and running as a 

single organisation structure; as a brick-and-mortar new entrant it already had the 

look-and-feel of a dot.com. However, now the need for increasing levels of 

"intuitiveness, real-time and integration" is creating a cultural distortion in which over 

the last couple of years Discovery is slowly moving toward what the author perceives 

to be a more adaptive culture. This is evident in the formalisation and 

standardisation of project management, software development lifecycles, HR 

performance management systems and the consolidation of similar support functions 

into single departments across the holdings company. This is probably Discovery's 

most trying time as it reconfigures its "instincr, its subliminal codes of behaviour, 

channels and filters of communication to recognise a new more integrated business 

and technology architecture. Even given Discovery's progressive culture and new 

structures, Roberston (2006) still believes there is some way to go before Discovery 

grows into its new structure. Until that time it will continue to fight itself and the 

pockets of cultural distortion that emerge from time-to-time as it finds itself caught 

between the instinctive memory of yesterday and the new paradigms of tomorrow. 

The central role of human factors in the implementation of u-commerce underscores 

the unquestionable importance of strong dynamic energy-unleashing and motivating 

leadership in the change process. 

Technology Infrastructure 

In the world of u-commerce, technology components and production staff merge into 

fully integrated a seamless a-business delivery system. As a result, the issues raised 

above regarding architectural disruption have as much an impact on people as it 

does on technological aspects of the production system. Although it is expected that 

the technology changes are expected to be simpler and potentially less costly. 

Most fairly established firms are faced with legacy systems that evolve in the 

balancing tension between the organic demands of the business and the need for 

architectural integrity. Over time, just as with culture, successful systems also tend to 

take on a nature that positions it quite well for its current domain of challenges and 

potentially not so well for disruptive innovation. In Discovery's case the immense 

pressure for rapid to-market delivery and the need for specialisation in the various u­

commerce channels have created divergence between the ideal fully integrated e-
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business system and what was needed at the time. Second only to the cultural 

challenges, this appears to be the biggest challenge facing even dynamic firms such 

as Discovery: legacy and limited integration. 

Alongside the organisational structure changes discussed in the previous secUon, 

Discovery management has recognised the need for re-architecting the IT systems to 

achieve increasing levels of service integration and increasing returns on economies 

of scale for the holdings company. The mechanism for inducing the re-architecting 

used by Discovery is a combination of structure and process. 

In terms of structure, an Architecture Working Group under the leadership of the GM 

of Corporate Health Systems is responsible for designing and championing the 

blueprint architecture for Discovery and governing development standards. To serve 

the enduring design values of "intuitive, real-time and integrated" the architecture will 

be based on a 3 tier service oriented architecture consisting of the business tier, web 

tier and client tier. The business tier is the key to u-commerce as it exposes the 

fundamental business logic to the various u-commerce channels via different web 

and client tier components. 

In terms of process, the programme management function allows for the infusion of 

architectural change either as separately motivated technical projects (for quantum 

change) or incrementally as part of the scope of business projects. This approach 

assures the firm that every time the software is touched it is moved closer to the blue 

print. 

6.2 Conclusions 
As the Internet matures, information becomes increasingly digitised and 

communication technologies converge on TCP/IP as a standard protocol, so to do 

the possibilities of pervasive computing become more plausible. The ability to be 

able to access information and services from any convenient device at any time and 

anywhere, ubiquitously, brings with it the dawning of a new era of electronically 

mediated commerce termed "LI-Commerce". As an architectural innovation it brings 

together e-commerce, mobile commerce, voice commerce, silent commerce, 

interactive television (iTC) and telematics in a ubiquitous and integrated sense which 

promises more value than the sum of its individual parts. At a macro-level, Galanxhi­

Janaqi & Nah (2004) proposes that the impact of u-commerce on an eccnomy is to 

remove the friction from the exchange process and allow for greater fluidity and 

efficiency. But the true value of u-commerce is yet to be fully demonstrated. The 
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dominant adoption strategies for u-commerce, yet to evolve. These are two of a few 

fundamental problems facing u-commerce which this report set out to investigate. 

At a macro-level, the South African healthcare industry is one plagued with 

inefficiency, spiralling costs, regulatory pressure and an impoverished population 

desperate for affordable care. The private healthcare sector only serves a fraction of 

this population due to the high cost and even in this sector the middle class 

increasingly find the cost of care beyond their means. 

Discovery Health, the largest medical administrator administering the largest private 

medical scheme in the country is regarded as one of the most progressive and 

market leading firms in terms of its implementation of e-business solutions and its 

consumer-driven healthcare products. This positions Discovery Health within the 

South African healthcare industry as a unique and ideal unit of study into the 

problems of true u-commerce value and adoption strategies. 

This report translates the two problems facing u-commerce into the Discovery case 

scenario as the following two research questions: 

1. How can the combination of different components of u-commerce 

implemented by an administrator play a role in making quality healthcare more 

affordable to a broader spectrum of South Africans? 

2. What is an appropriate or recommended strategy framework for medical 

administration companies wanting to embark on u-commerce initiatives in the 

South African healthcare industry? 

The hypothesis underlying the first question was that u-commerce could generate 

sufficient operational efficiencies within an administrator of Discovery's scale and that 

by passing these savings onto its client schemes and members it would generate 

downward competitive pressure in the market to make medical scheme contributions 

paid by members more affordable to a broader spectrum of South Africans. 

The analysis of Discovery's implementation of u-commerce is gives rise to the 

following findings: 

1. Discovery makes use of several u-commerce channels which collectively 

generate substantial savings for the business. If the business was run purely 

as a brick-and-mortar business then its current administration fee of R83 

PABPM may have been as high as R123 PABPM 
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2. These savings arise by far as a result from paper logistics savings generated 

by its 828 e-commerce channels with medical service providers. 

3. There is no correlation in the Discovery case between u-commerce functional 

richness and value-added through these operational efficiencies 

Three conclusions are drawn from this. The first is that Discovery Health's 

exceptionally high levels of claim logistics operational efficiencies stem predominantly 

from its current e-commerce solutions and not its u-commerce solutions. Secondly, 

although Discovery Health delivers the lowest claims payout ratio in the market, the 

complex consumer-driven health product suite responsible for this performance also 

gives rise to the highest operational cost position reflected in the premium 

administration fee charged to the scheme. This relationship supports the tension that 

exists between increasing complexity and the objectives of consumer-driven 

healthcare. Lastly, the fact that administration fees only make out 11 % of the total 

medical scheme contribution cost which members are exposed to, supports the view 

that administrator operational efficiencies alone cannot ultimately result in a 

meaningful reduction of contributions to allow a broader spectrum of South Africans 

access to the private healthcare sector. This is supported by the industry 

investigation into Low Income Medical Schemes investigation. 

The implications of these findings are two fold. Firstly, operational efficiencies alone 

in the administrator are unlikely to yield any meaningful differential value to the firm or 

industry beyond that already achieved by e-commerce and certainly is not 

recommended as the business case for u-commerce. Secondly, bounded rationality 

is a relevant cost driver for the scheme and the industry as a whole. Therefore u­

commerce strategies employed by the administrator to optimise the rational decision 

making process of actors in the healthcare engagement lifecycle are expected to 

yield meaningful differential value beyond what can be achieved by a loosely coupled 

non-integrated system of current commerce technologies. 

Speaking competitively from the administrators perspective, u-commerce initiatives 

translates into a differentiation strategy rather than a low-cost provider strategy as it 

pursues an objective of increasing the value for the client (the scheme and member) 

rather than cost reduction for the firm. On the surface this suggests that u-commerce 

and the Low Income Medical Schemes framework are mutually exclusive. Provided 

the administrator, in pursuing profits as it should, translates u-commerce added value 

into membership growth rather than administration fee increases, then it is possible 
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that a synergy emerges in which a much broader spectrum of the South African 

population can benefit from. 

6.3 Recommendations 
Firms interested in u-commerce need to consider several important questions before 

propelling their organisations into the darkness of uncharted u-space. Is their 

industry predominantly infonnation intensive? Is bounded rationality creating market 

inefficiencies? Are they pursuing a differentiation strategy? Do they perceive u­

commerce as a significant architectural disruptive innovation? 

If the answers to these questions are all "yes" then the firm is likely to be presented 

with a meaningful opportunity, a compelling business case and the correct 

perspective on a journey which is not for the feint hearted. As a firewall against 

organisational denial, the following recommendations are emphasised as key to the 

development of a robust and comprehensive u-commerce strategy: 

1. Everything you have learnt about e-commerce, m-commerce, voice 

commerce, etc is still relevant. Do not leave those tools behind. 

2. Do not allow your organisation to be blinded by its own arrogance. The 

organisational architecture, culture, channels and filters of communications it 

uses to cope with complexity and which was in all probability responsible for 

its success also sets up an inertia that could propel it into extinction. The 

special organisational needs of u-commerce as an architectural innovation are 

the most difficult to detect and accept under these conditions. 

3. Your organisation is going to need an adaptive culture to succeed. One that 

encourages its entrepreneurship but also embraces a degree of discipline and 

structure that proactively identifies issues, is good at planning and setting 

goals, responsive to market changes and is outcome-oriented. Do not repeat 

the same mistakes of the dot.bomb era where the enthusiasm and energy of 

unconstrained unbridled entrepreneurship produced little more than a lot of 

share market hot air. 

4. Ubiquity, unison and universality are inherent and defining requirements of u­

commerce that are unlikely to be served well by dual organisation structure 

(i.e. brick-and-monar separated from online) and less so by disparate silo­

based technology infrastructure. A service-oriented architecture that provides 
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a single underlying set of data and business rules exposed to all u-commerce 

channels cannot be over-emphasised as a critical success factor. 

5. Analyse the actions and decision of all the actors in the engagement process 

with the market. Nobody escapes bounded rationality and everybody needs a 

good reason, some benefit or motivation to participate in the process 

rationally. These are expected to be the anchor points of u-commerce 

opponunity. 

6. Disrupt or be disrupted. Use the dynamics of technology innovation and 

disruption to forecast your technology vulnerabilities and technology 

opportunities 

7. Respect the individual's personal work.flow. Make your solution fit in with 

them. As Discovery says: "make it intuitive, real-time and integrated". Select 

user-interlaces that match their location, time and degrees of freedom as well 

as the complexity of information, level of consciousness required by the 

transaction and who the driver of the process is. The Technology Adoption 

Lifecycle model is critical in assessing the markets readiness for emerging 

user-interlace technologies. 

8. Use u-space and its modes of commerce as a telescope into the future and to 

help you map a journey for your market engagements from ultra­

consciousness to unconsciousness, from space/time specific to space/time 

unspecific. 

9. Attention is a scarce resource - conserve it. 

Turning to the question of u-commerce as a research topic, several areas of further 

study are apparent as a result of this work effort. The research focused 

predominantly on the ability of u-commerce to generate operational efficiencies. The 

exploratory nature of the research methodology gave rise to the potential of u­

commerce in healthcare as it relates to bounded rationality. Future studies should 

investigate this funher; u-commerce's ability to expand bounded rationality and to 

manage attention as a critically constrained resource. An example of this could be: 

"the impact of u-commerce on the cost and quality of care delivered within the 

context of a consumer-driven healthcare plan through enhancing the bounded 

rationality of members and medical service providers". 
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The Healthcare Engagement Lifecycle, as a pivotal multi-actor process definition for 

the decision making processes of the member and the service provider, is central to 

the proposed strategic framewor1< put forward in this report. It is recommended that 

the process definition be expanded to include other actors such as the administration 

staff of the service provider and the business owner of the practice as these 

individuals are likely to be positioned in very different parts of the technology 

adoption lifecycle and are likely to expect very different information on very different 

u-commerce channels. 

No comprehensive rating model could be found in the literature review or at 

Discovery to facilitate the analysis of the functional richness of u-<:ommerce solutions. 

A simple yet untested model had to be developed economically for this report. 

Future studies should consider evaluate more critically the validity of the instrument 

by comparing the calculated u-commerce richness to perceived richness as rated by 

customers and the firm. 

Although the case research provides in-depth understanding of one industry-leading 

organisation's u-commerce efforts, it is expected to have only provided an estimate of 

the probable u-commerce maturity level of the large administrators in the industry. 

Further research should consider a comparative study of adoption across an industry 

as well as on different types of players in that industry to provide insight into the 

variability of implementation in the industry. 
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7.2 Appendix A: Invitation to Systems Development Manager 
Interview Session 

Hi <Development Manager> 

I'm in the process of completing a Masters of Business Leadership at UNISA this 
year. The three year part-time program culminates with the submission of a research 
paper in September 2006. Naturally it makes sense to do research on a topic that 
synergises in some way with what I do at work. As a result, I selected a topic in a 
relatively new area of study called U-Commerce and have chosen to do a case study 
on Discovery. 

As part of the case research methodology. I've planned to meet with a number of 
managers in CHS and related business areas to discuss their experiences, views and 
opinions on their area of expertise and how it relates to the research I'm doing. Your 
particular experience with the <XYZ> system would contribute immensely to the 
research effort and I would really appreciate if I could set up a 1 hour one-on-one 
session to explore a couple of specific areas pertinent to the topic. 

I am meeting with John Robertson on Tuesday to discuss the research in general, 
the methodology and any concerns relating to ccnfidentiality. 

There isn't any need to prepare for the session as I'm expecting the discussion will 
be quite exploratory around a loose framework which I'll lead you through. I have 
however attached a brief summary of the research topic and what it aims to achieve 
so that you have some idea of what I'm working on. 

Please let me know if you'd be open to meeting with me. 

Regards 

David Hughes 
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7.3 Appendix B: Agenda for System Development Manager 
Interviews 

U-COMMERCE RESEARCH 
DEVELOPMENT MANAGER INTERVIEW 

Agenda 

1 Brief Intro for the discussion 

2 Identify electronic services in your area 

3 Briefly describe the services 

4 Weakness of the channel/ service 

5 Strengths of the channel/ service 

6 Closing 

The following can be handled ottline if need be: 

7 Source I Reference documents 

8 Business owners? 

9 Access to Stats? 
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7.4 Appendix C: Summary of Research Topic 
U-COMMERCE 
Research Overview 

(By David Hughes, 3 September 2006) 

U-commerce derives its prefix from the word 'ubiquitous', meaning omnipresent. It is 
a relatively recent architectural innovation that attempts to integrate various fonns of 
electronically-mediated commerce components in a manner that provides a highly 
personalised, integrated, uninterrupted, 'always connected' relationship between 
transacting stakeholders. It spans traditional brick-and-mortar commerce, e­
commerce, mobile/ wireless commerce, voice commerce, silent commerce, 
television commerce and telematics. The proposition of this research is that through 
a carefully designed integration of these components, the value proposition of the 
'whole' would be more than the sum of the value of the individual components. 
Stated algebraically: 

U-commerce >E-commerce+ M-commerce + V-commerce + ... 

However, organisations have typically taken a parochial view on these components, 
developing separate strategies for each to leverage their individual potential. The 
academia have very little to offer the business wor1d in terms of formal research, 
guiding principles and strategies. At best Galanxhi.Janaqi & Nah in 2004 
recommended that further research be done into the assessment of the true value of 
u-commerce as it is not fully understood, adoption strategies, implications for privacy, 
trust and security and the rate of u-commerce technology innovaUon and adoption. 
They also suggest that the probable impact of u-commerce on an economy is to 
remove friction from the exchange process and allow for more fluidity and efficiency. 
If one considers the escalating financial pressure and complexities in the South 
African healthcare industry, the telecommunications industry dynamics and the social 
and digital divide between 1 • and 3"' world population groups. then opportunities to 
re-organise linkages in the healthcare economy using new technology paradigms 
such as u-commerce to create more fluidity and efficiency become not only relevant 
but imperative. Furthermore, by studying what the innovation and thought leaders 
are doing in an industry, such as healthcare, saturated with such extreme stresses 
will inform the u-commerce body of knowledge as to whether u-commerce can in fact 
add true value and be a mission critical paradigm at a macro-economic level. 
Discovery Health administrator was rated by ITWEB in 2004 as the leading •· 
business organisation in South African Healthcare as perceived by the ICT sector. It 
therefore serves as an ideal case study of the type of electronically-mediated fonns 
of commerce that have stood the test of time and the latest strategies that are 
considered instrumental for sustainability going forward. Furthermore, given the 
scale of the organisaUon in the private healthcare sector it is certainly expected to 
have a direct or at least influenUal impact on private healthcare economics. 
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7.5 Appendix D: Terms, Definitions and Abbreviations 

Term Abbreviation Description 

Corporate Health CHS Applications software development and 

Systems maintenance department of Discovery (Pty) 

Ltd 

Transaction TPS "Manage[s) the frequent external and internal 

Processing System transactions such as orders for goods and 

services that serve the operational level of the 

organisation" (Chaffey, 2003) 

Consumer-Driven CDHP Medical scheme designed for demand-side 

Health Care Plan cost control by engaging members in the 

healthcare decision making process using 

medical savings accounts. 

Discovery Health OHMS The largest private healthcare medical scheme 

Medical Scheme in South Africa and client of Discovery Health 

administrator. 

Health Savings HAS As an important component of the CDHP's, it 

Account is the vehicle used to leverage consumer 

behaviour of members to control medical 

expenditure 

Per Average PABPM Typical dimension used in the South African 

Beneficiary Per healthcare industry to compare costs and 

Month contributions between schemes and 

administrators 

170 



7.6 Appendix E: CHS List of Software Services 

CHS Svstems Area Software Service 
Admin&Billinci Bill 

Debit Order 
Statements 
Unit allocation and tundinn 
MSA renlenishments 
MSA transactional movements 
MSA/Threshold Provisions 
Year•end bulk communications 
Vitalitv Points conversion 
Discoverv 911 Services 
Discoverv 911 Maintenance 
Year end oroduct renewals 
Member certificate 
Renewals 
Tax certificates & re-rts 
Bill administration ( Poli,.., maintenance\ 
Susnended and withdrawn re-rt 
Download member list 
Download member list ner emntover 
Policv Maintenance 
Emntover Maintenance 
Health Wori<bench/emolover ouerv 
Workflow nrocesses 
Re...,..rts 
Commission recalc notification includi..,. limit recalc notification 
Vttaliru S""'" 
HealthPolir.vEn•;...uist Maintenance 
EntitvPoli,...,r.onHist Maintenance 
Backdated bill movements 
Flexible billinn 
Premium Calculator 
Elie ibilitv 
Polir.v contribution service 
Online Premium service 
Health Plan details 
Contribution 
Comoanv details 
Member List 
Bill Statement 
Linked Profiles 

Claims Processina Online Benefit Confinnation 
MSA Balances 
CIB Event Tracki--
98's Com ...... nent 
Medi-Clinic Network Rates 
Scriot Calculator 
Limit Allocator 
Na""'i lmoort 
Susoensions Renrocessor Electronic Processor 
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Electronic Retrievers 
lntelleca Comnnnent 
Excess Comnnnent lPrul 
Service Provider Locator 
Policv Lookuo 
CCL (Calculate Claim Lines) 
CSS Limits (Limit Screens1 
MMS Limits !MMD Limit Lookum 
Scheme Exclusion lookuo 
Service Provider Lookuo 

Providers BHF lmoort 
Health Partner Details 
Health Partner Entih• Creation 
Health Partner Claim Details 
Health Partner Statements 
Health Partner Flaas 
Health Partner Networks 
Health Partner Benefit Conflnnation 
Benefit Confirmation 
Hosoital Pre-authorization 
Provider c.v1 Courses 
Nanni Code Search 
Claims Search 
Benefit Confirmation 
Member Validation 
Patient List (Kev Care and Claimino Paltlentsl 
Provider Statemen1s 
Provider Statemen1s Print Run Cvcie Oates 
Provider Communication OetailslSubscrlotions\ 
Provider Health Partner Prnnramme 
Add Member Oeoendants 
Hosnital Ratina Index 
Claims Reconciliation 
Kevcare Limits 
Chronic Illness Benefit Track.inc 
Discovery Health Rates 
Health Partner Details 
Health Partner Entitv Creation 
Health Partner Email Statements 

Staff Portal u.v1ate details 
Medicine oricina tool 
Additional re""rts 
Standby roster 
Clinical oroduct tracker 
Product decision database 
Clinical review forum 
Plan comoarison tool 
Binarv converter 
Crime rennrtino tool 
Procurement 
SMSManaaer 
Leads 
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Channa Control 
Poll 
u- ... ate details 
Ponal n11n framework 
Content Services IMKI 
Search 
Alerts 
Star awards 
News dashboard 
lnet feeds 
Re--ninn 
Quick tools 
Quick content 
Promotions 
Who's Who 

New Business Bulk fm--n fscreen Controller. Store\ 
A .. • lication Capture (Screen Controller\ 
A-· lication RonuirementlPRHControllerl 
Entitv Creation (Controller\ 
Underwritino 
Medical R,.,.,uirements & Exclusions( Screen Controller Store\ 

Notifications/Controller\ 
Activation & tWelcome PacksltScreen Controller\ 
Leads Administration Console 
Leads Questionanaire 
New Business Trackina Rennn 
New Business Trackino Email 
SME Quotina 
Aoolication Canture 
A--lication Ronuirement 
SME U/WCalc 
SME Premium Cale 
Online Quotinri 
Premium Predictor 
Ml for Online Quotino and t1..-..-.ucation 
Questionnaire Maintenance 

Nexus 
u-... ate to Admin 
Notifications 
Activate & Welcome Packs 
t1. .... lication validations 

Vitalitv Discove Aae 
Discoverv Babv 
CellC 
Clicks 
Diaital Planet 
Funeral Benefit 
Gre•,hound 
lntemet Solutions 
Kaizer Chiefs 
Look & Listen 
MTN Contract 
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MTN Prenald 
Vodacom Prenaid 
Orlando Pirates 
Planet Fitness 
RunWalkForlile 
Sonv 
Ster Kinekor 
Telkom 
Touchline 
Travel BA 
Kulula 
Southern Sun 
Avis 
Vlmln Active 
Vltalitv Motor 
Welahless 
Vitalitv Mall 
FNB Homeloan 
Cannons 
Holmes Place 
JJB 
LA Fitness 
GvmnTrim 
Llvina Well 
Park Club 
Nuffield 
Policv Maintenance 
Benefit Maintenance 
Status Cale 
Partner Communication 
Partner Pane 
ODS 
Common Com--nents 
Vltatitv Statements 
Stress Centre 
Nutrition Centre 
Finance Debtors 
Finance Creditors 
Wellness Network 
Online Non Smokers Declaration 

CIM Paradinm nronram used to canture/urviate a comolaint 
Prudential Tem...,.rarv Contact Details 
Access to online nuotfnn svstem 
Paradfnm nronram used canture cou-ns 
Prudential Generic Pack notification 
Prudential Small Medium Ente-rlse notification 
Paradinm nronram used to Unk a oromotion to an entl"' 
Paradinm nronram used to do bulk offer u.....iates 
Paradigm programs used to maintain Campaigns, Offers and 
Promotions 
Prudentlal lnnulrv nrocess 
Pru Outbound Calls 
Database nrocedure used to nuerv Aaencv information 
Database nrocedure used to nue~ Contact details 

174 



Database orocedure used to uMate nromotion linked to entities 
Database procedure used to update Temporary Contact Detail 
infonnation 
Database view of Camcaian data 
Database view of Offer Promotion data> 
Database view of Promotion data 
Database view of User Camnainn data> 
Database view of Tem"""raiv Contact Details data 
Discove-· 1--uJ-· Processes 
Oiscove~ Outbound Calls 

Discoverv Care HIV Add a lfne 
HIV 11. .... eals 
HIVWofkflow 
Chronics Add a Line 
Chronics Aooeals 
Chronics Wofkflow tCFF\ - Chronics Wofkflow 
Extended Su--.1v of Medication 
MMD Case Mananement Wofkflow 
Oncolrv,v Wofkflow 
Dailv imoorts- lnsinht 
Dailv im--rts - Mediscor 
Oncol""'" Add a Line 
Oncol-·· A--eals 
Dlscove"'•World functlonalltv 
Kevcare Acute Exce--lons 
Chronic Disease Behavioural Mcxlel 
Fax run 
eMMS Load nrocess 
eMMS Edit nrocess 
De-Ccxler 
Electronic messanfnn 
VXML 
Member notifications fChronlc and Disease Mananement\ 
Member notifications feMMSI 
Provider notifications tChronic and Disease Mananementl 
Provider notifications leMMSI 

Interactive Messaalna Covus & Fonnscaoe Renderi--
Email Mananement 
HAL Batch Svstem 
I.M Com""'nent Monitor 
mPod IMobile Platforml 
Notification E-"lne 
Subscriction Services 

Finance CHEATAH 

CREDITORS 

DEBTORS 

"'""""' IOU 

Pandora 
RECON/FINANCIAL CLEARING HOUSE 

Credit Card lnterfacetNOMAO/FNBI~ 
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ETM • HealthBridge 
Channel Svstem Services Patient Validations 

GP I Soeciallst Real-Time Claims 
GP/ 5 ....... iallst Real-Time Claim Reversals 
Hosoital Real-Time Claims 
Hosnital Real-Time Claims Reversals 
Hosoital Electronic Authorisations 
Hosnital Electronic Remittance Advices 
GP I Soeciallst Electronic Remittance Advices 1under constructionl 

ETM • Medikredit Channel 
Svstem Services Pharma~• I GP Real-Time Claims 

Pharmarv / GP Stand-In Processinn 
Cardholder File Generation and Transmission to 3rd Parties 
Switchback nrocessinn lunder construction1 

Su ... ...,.,,rt for Swift On Line tunder construction\ 

ETM • EDI Channel System 
Services EOIFACT batch claims 

ETM • lntelleca Channel 
Svstem Services lndustn, standard XML validation of claims 

Oiscove"'' mandate-· field validation for electronic clalm nrocessinn 

ETM • Other Services 828 E-commerce innovation 
Proiect manaaement and consultinn 
Svstem functionali•" maintenance su ... ...,.,,rt and enhancements 
Svstem monitorin- alertinn and re--rtinn 
Disaster recoverv for all svstems 
Afterhours standbv and su--ort 
Provision of maintenance, support and operations tools for business 
on°rations staff 

Coanos&DataWarehouse Cnnnos Power Plav 
C""nos Oue"' Studio 
Cnnnos Re--n Net 
OataOoctor 
OW Architecture 
OW Data Mini ..... 
OW Securitv Interface 
ONA re""rts tboth C .. •stal and Ooerational Re ...... Jtsl 
Adhoc rennrti--
0""'rational Data Stores 

Credit Card Credit Card 

lntermediarv Services Broker House Mananement 
Broker Mananement 
Broker Pollcv CoMection Mananement 
Commissions Cale 
Consultant Mana"'ement 
Distribution 
Franchise Manaaement 
lntermedi ... -· Zone 
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AMT AMT 
Devsched Devsched 
FSS FSS 

Security Access Control 
(SACS) Securitv Access Control (SACS\ 

Pavroll Pa·-oll Subsvstem 

Perceotion Generic Questionnaire 

Entities Entities 
Entitv Validations 
Generic Facts 
Generic Dia'"'' 
Entitles Online 

Workflow & Document 
Manaaement Enaine Monitorino 

Unified Messanlnn 
Work.flow 
Worldlow Der lo·--ent Svstem 
Worldlow lmaae Archivin" 
Workflow Process Archivi ..... 
Worklfow Oblects 
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7.7 Appendix F: Electronic Services and Service Components 

Clalms 

Submission 

Batch Clalm 

Raal-llme Claim 

1rnelleca Claim 

• ·, . ' •.. , '' 
-;..~:t... ~ .:~~ '. > 

:1M.'i~:.:~ .. \··. 
]-.,,t;:~~ :· 

Provider submits claims electronically lrom a desktop application In the practice to an intermediary who collates 

them into a single large batch tile of claims. These are transmitted via FTP to Discovery. The file is 

automatically imported end validated before submitting to the claims processing system. 

Provider submits clalms electronlcally from a desktop applicaUon in the practice to an intermediary who switches 

the claim in real-time to Discovery !or procass!ng. The claim is validated after which an lnlllal response is sent 

back to the provider confirming delivery and indicating any validation failures where applicable. Succesful 

validation results in the claim being submitted irno the claims processing system. After the claim is processed 

an adjudlcalion message Is sern back to the practice via the switching irnermediary to indicate the procassing 

outcome. The adjudication response can be reb.Jmed in real-time where no manual irnervention is required on 

thedaim. 

A digital mosaic is printed on paper claims represerning the contents ol the claim in an XML lormat. When the 

paper daim is received at Discovery, the mosaic ls decoded irno XML and submitted through the normal 

validation and processing systems. The mosaic decoding replaces the tradltlonai claims capture workflow 

process. 

Ill , .. , •• ,, 
za···· ··t='·-: .1 

David Hughes 

David Hughes 

David Hughes 
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Clalms Workllow ProvlderZone Claims Website provider zone enables service providers to search !or ctalms submltled and indicate the status ol the Greg Peringuey 

Tracking Search clalm In workflow. 

ProvlderZone Statement Website provider zone provides staUc content on when clalms payment runs are and when statements should Greg Per1nguey 

Dates be expected. 

MemberZone Claims Website member zone enables members to track where claims are ln the Discovery wor1dlow system. Brian Klompas 

Tracker 

Aeal-Tlme Claim Provider submits claims electronically from a desktop appllceUon In the practice to an Intermediary who switches David Hughes 

Responses the claim In real-Ume to Discovery for processing. The clalm Is validated after which an Initial response Is sent 

back to the provider confirming dellvery and lndlcaUng any va11daUon failures where appUcable. Succeslul 

valldetlon results In the claim being submitted Into the claims processing system. After the claim Is processed 

an adjudlcaUon message Is sent back to the practlce via the switching Intermediary to indicate the processing 

outcome. The adjudication response can be returned In real-time where no manual intervention ls required on 

the cle!m. 

Emell Clalm Delivery Depending on the members preferred choice of communication, an email ls sent to the member !ndlca.Ung the Karan Parsons 

Notification detalls ol the c::lalm received tor processing. 

SMS Ctalm Delivery Depending on the members preferred choice ol communication, an email ls sent to the member Indicating the Karen Parsons 

NolilicaUon delalls of the daim received for processing. 
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Claims ProviderZone Statements Website provider zone enables service providers to download their payment statements In CSV, HTML or Excel Greg Peringuey 

Pn,cesslng formats. 

ouicomes 
Provider Emailed After claims payment runs, statements in HTML lorm are emailed to those providers who elected email as their Greg Peringuey 

Statements preferred delivery mechanism for statements. 

ProvtderZone Claims Website provider zone enaDles providers to analyse the processing outcome of their recent history ol claims to Greg Peringuey 

Recon Assist better understand the reasons !or a particular outcome. 

MemDerZone Claims Website member zone enables providers to analyse the processing outcome ol their recsnt history ol claims to Brian Klompas 

History better understand the reasons !or e particular outcome. 

MemberZone Statements Website memDer zone enables memDers to download an HTML version ol the statement or interim statements Br1an Klompas 

pr1or to daims payment run. 

Member Emailed After claims payment runs, statements in HTML form ere emalled to those members who elected email as their Brian Klompas 

Statements preferred delivery mechanism for statements. 

MemDer WAP Claims Currently in pilot: allows memDers to log onto the WAP site and view the 3 most recent dalms and their Brian Klompas 

Query processing outcome. 

MemDer $MS Claims Currently in pilot: allows members to submit an $MS shor1 code to which a response SM$ Is sent by Discovery Brian Klompas 

Oue,y providing the claims processing outcome !or the most recent daim received. 
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Member Status Telephonic MSA Query Members can query their current medical savings account balance via telephone DTMFNXML system Greg Peringuey 

Check 
Website status check Members can view the lull spectrum of statuses relating to the relationship with Discovery lnduding: MSA, HPA Brian Klompas 

balances, sell-payment gap, Vitality status, contribution status personal medical benefilS used and limits 

reached as well as general scheme benefits relevant to their specific plan choice. 

SMSQuery CurrenUy in pilot: allows members to submit an SMS short code to which a response SMS is sent by Discovery Jay Naldoo 

providing their balances for MSA, HPA, Vitality status and sell-payment gap. 

WAP Query Currently in pilot: allows members to log onto the WAP site and view their MSA, HPA balances and self-payment Jay Naidoo 

gap. 

Fact Fila/Health Plan Static content on the plan types and benefits and limit structure lor reference by members and providers 

Guide 

SeH-Payment Gap Report Members generate their own self-payment gap report on the website. 

via Website 

Patient validation via Providers can query the validity of a patients membership to the medical scheme via telephone DTMFNXML Greg Peringuey 

VXML system 

Patient validation via Providers can query the validity of a patients membership to the medical scheme via website Greg Peringuey 

website 

Patient validation via PMA Providers can submit a real-time patient validation request from their desktop application in their practice. This David Hughes 

request ls switched over the internet via a switching intermediary to Discovery and returns a response message 

over the same channel in real-time. 
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Patient Benefit Providers can query the availiblLity ol benefits against e specinc patient by processing a virtual daim via Greg Peringuey 

COllllnnation via VXML telephone DTMFNXML system 

Patient Benefit Providers can query the evailibility ol benefits against e specific patient by processing a virtual claim via the Greg Peringuey 

Confirmation via website provider zone website. 

Tax and Membership The website allows for the download ol tax and medical scheme membership certificates. 

Certificates 

Cardholder Flies Cardhotder mes are generated lor pathologists, pharmacy benefrt management companies end switching David Hughes 

lntennediaries to facilitate external validation ol claims related Information prior to submission. These Illes are 

FTPd to the parties over the internet. 

Personal Details Maintenance v1e website Users are able to maintain their profile ol personal details, roles, contact detells, banking details and Brian Klompas / 

Maintenance communications preferences. Greg Peringuey 

Profile view vie WAP Currently In p!lot: the WAP ser.ilce allows users to view the contents of their profile only. Jay Naidoo 

Address VaUdator Allows Discovery to validate an address ol any entity In real-time using a webservlce to e 3rd party host. Theuns Pretorlus 

Bank Valldator Discovery receives a fixed format file lrom the bank& on an adhoc basis to ensure the latest branch details. Theuns Pretorius 
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Authorisations Hospital Pre-Auth Query Specialists and hospitals can obtain details of e pre-authorised event vie telephone DTMF I VXML system Ralph Holmes/ 

\Ila VXML Greg Peringuey 

Hospllal Aulh via Hospital Currently in pilot: the hospital system sends a reaJ.time pre-auth request message over the Internet vla a Ralph Holmes/ 

System switching intermediary to Discovery. The request is validated and processed with a epprove/ded.ine response David Hughes 

sent back to the hospital system 

Hospital Pre-Auth Member Approval ol a pre-auth request can also be sent to the member via SMS, email, fax or letter depending on their Karen Parsons/ 

Notification preferred channel of communication. Ralph Holmes 

Chronic Medication via Allows members to view the status of Chronic medication applications as they track through the workflow Ralph Holmes/ 

Website process. Greg Peringuey 

$MS notification of Depending on the members preferred communication Channel, SMS notification is sent to the member as soon Karen Parsons/ 

Chronic Approval as the chronic medication application Is approved. Ralph Holmes 

Email notification ol Depending on the members preferred communication channel, email notification ls sent to the member as soon Karen Parsons/ 

Chronic Approval as the chronic medication application is approved. Ralph Holmes 

Chronic mads Allows lor the electronic receipt and import ol Chronic authorisation files generated by 3rd party pharmacy Ralph Holmes 

authorisation Imports benefit management companies such as Mediscor and Insight. 

183 



Heanh Health tnfo Cantre Website staUc content relating to health Issues Including heatth databases Greg Peringuey 

Information 
Health lnlo Artldes Health related Issues are also bulk emailed to subscr1binQ members and providers. Karen Parsons 

Medicine Nappi Search Allows users to search for medicines by description or Nappi code. Brian Klompas 

Medicine Pricing Tool Allows users to query the recommended price for medication items. Brian Klompas 

Hospital Rating Index Allows members to search for hospitals 'l'lith the highest ratings on selected procedures in chosen geographical Brian Ktompas 

locations. The service is only hosted on the website. The rating Index Is manually calculated lrom pre-

authorisation data, hospital claims, related doctor and Allied Health Prolesslonal claims and verified by random 

coding audits. 

Provider CPO Online The website hosts a number of online courses lor providers to accumulate their required annual CPO points. Greg Perlnguey 

Courses However, adoption rate has been lairty low and the Mure ol this service Is in question. 

Bulk Discovery Plans Year End Every year schemes make adjustments to their plan structures, rules and benern:s. This Information Is presented Karen Parsons 

Broadcasting Communication on the website in static form and emailed to those siakeholders who've selected email as their communication 

channel ol choice. 

Member Newsletter Bulk emailed with generic content Karen Parsons 

Provider Newsletter Bulk emailed with generic content Karen Parsons 

&Discoverer Bulk emailed with generic content Karen Parsons 

Discovery Baby Bulk emailed with generic content Karan Parsons 

Newsletter 

Stress Newsletter Bulk emailed with generic content Karen Parsons 

184 



Nutrllion Newsletter Bu!k emailed with generic cement Karen Parsons 

Discovery Card Bulk emailed with generic content Keren Parsons 

Newsletter 

Employer Newsletter Bulk emailed with generic coment Karen Parsons 

Bulk Customised Member medical tax Bulk email wllh customised content Karen Parsons 

Communication certificates 

Provider member networil. Bulk email with customlsad cement Karen Parsons 

fists 

Provider capitation reports Bulk email wilh customised content Karen Parsons 

MSA refund letters Bulk email with customlsad content Karen Parsons 

Interactive Delivery of Promotional Details ol a particular promotion are presented to the target audience via print media, webshe, email anct.lor Karen Parsons 

Marketing Contem SMS. 

Email Response Handling Target audience responds using SMS short code. Karen Parsons 

SMS Response Handling Target audience responds using predetermined email address. Karen Parsons 
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Payment and Discovery Card Online FNB host and administer the Discovery Credit Card. A real-time Interlace between Discovery and FNB Is used Theuns Pretorius 

Collections Services to maintain card details at FNB end vtew credit balances. The user-interlace is a webpage. 

Discovery Card FNB host and administer the Discovery Credit Card. Discovery hes complete control over a bucket of funds Theuns Pretorlus 

Transaction Reconciliation dedicated to claims payment called the HPA In the credit card and can therefore manage the authorisation of 

Services paymertl directly. A batch file is sent to FNB once per day to syncllronise FNB with these transactions and to 

effect payment 

Payment/Collections Discovery irtlertaces with HyphenTech, a switching company !or aedit cards in the banking industry for all Theuns Pretorius 

SeNlce payments and collections with banks other than FNB. 

ACB Service (Automatic This is a batch file irtler1ace using FTP to an ACB service whlcll manages the electronic transfer ol lunds Theuns Pretorius 

Clearing Bureau) between banks !or the paymertl ol claims to providers and members. 

Intermediary Services to brokers are provided on the website. Theuns Pretorlus 

Services 

VHallty Partner CSV file exchange via Allows a Vitality partner to query the Vitality membership ol a customer. Ten1 Fell 

Member Query emall 

Webpage Allows e Vitality partner to query the Vltatlly membership of a customer. Ten1 Fell 

Back-end batcll file Allo\te'S a Vitality partner to query the Vitality membership of e customer. Ten1 Fell 

lrtlegretlon 

Real-Time webservlce Allows a Vitality partner to query the Vitallty membership ol a customer. Terri Fell 

Integration 
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vnanty Partner CSV file exchange via Allows a Vitality partner to notity Disoovery ol a Vitality member application to obtain access to the partner Tent Fell 

Activation emall benefits. 

Webpage Allows a Vitality partner to notity Discovary ol a Vitality member application to obtain access to the partner Terri Fell 

benefits. 

Back-end belch file Allows a Vitality partner to notity Disoovery of a Vitality member application to obtain access to the partner Terri Fell 

Integration benefits. 

Real-Tlme webservlce Allows a Vitality partner to notity Discovery of a Vitality member application to obtain access to the partner Tent Fell 

Integration benefits. 

Vitality Partner CSV file exchange via Allows a Vitality partner to notity Disoovery ol Vitality member transactions. Terri Fell 

Transaction email 

Webpaga Allows a Vitality partner to notity Discovery of Vitality member transactions. Terri Fell 

Back-end batch file Allows a Vitallty partner to notlty Discovery of Vitality member transactions. Tent Fell 

Integration 

Real-Tlme webservice Allows a Vitality partner to notity Disoovery ol Vitality member transactions. Terri Fell 

integration 

YttaOty CSV file exchange via Allows Disoovery to notify a Vilality partner of Vitality memberships I.hat are discontinued. Terri Fell 

Membership emall 

Maintenance 
Back-end batch file Allows Discovery to notify a Vitality partner of Vitality memberships that are discontinued. Tent Fell 

Integration 
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Vitality Usage CSV file exchange via Allows Discovery to send the Vitality panner a reconclllation statement of the number of transactlons !or Iha Terri Fell 

Recon email month for which benefits wtll be paid. 

Beck-end batch file Allows Discovery to send the Vitality partner a reconclllatlon statement ol the number ol transactions for the Terri Fell 

Integration month for wtlich benefits will be paid. 
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7.8 Appendix G: U-Commerce Mapping and Rating 

Channel Usage Across All Services I I 
2012111 26 I • 3 • I o I 1 0 

Channel Richness Rating Across All Servk:es 

46 49 43 13 • • 0 3 0 

Electronlc Electronic setvlce Description EC EC EC MC MC vc ITV SC 1M Tot,J lJ. lJ. 

S8""'8 Component 828 Wob Email SMS WAP ...... ~ Commerce Commerm 
Richness Span Richness 

Claims Channel Richness Profile • 0 0 0 0 0 0 3 0 9» '"' 2AO 
Submission 

Batch Claim Provkler submits claims e1ectronlcally 3 
from a desktop application In the practice 
to an Intermediary who oollates them Into 
8 single large batch file ol dalms. These 
are transmitted via FTP to Olscov8ry. 
The file Is automati:ally Imported and 
validated before submitting to the dalms 
processing system. 

Real-llrne Claim Provider submits claims electronically 3 
lrom a desktop application In the practice 
to an intermediary who switches the claim 
In rsal-tlme to Discovery lor processing. 
The dalm Is vallclated after wtilch an 
lnltlal rasponse Is sent back to the 
provider conflrmlng delivery and 
indicating 8fTf wlldallon lallures whe1e 
apptlcable. Suocesful valldallon resufts In 
the dalm being 5Ubrnll!.9d Into lh8 dalms 
proc:e:sslng syslBm. Alter the dalm Is 
processed an edju:j!cation message Is 
sent back to the practice via the swttct,!ng 
Intermediary to Jndlcate the processing 
outcome. The adJudlcaUOrl response can 
be returned In 111al-tlme wtiere no manual 
lntal\'On!lon Is ruqu!Jed on me dalm. 
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lntelleca Ctaim A (11gltal mosaic Is printed on paper 3 
dalms representing the contents of !he 
dalm In an XML formal When the paper 
dalm Is recelvecl at Discovery, the mosaic 
Is decodecl Into XML and submlllecl 
through !tie normal validation and 
processing systems. The mosaic 
decoding replaces rhe traditional dallm 
cap!Ure wortdlow process. 

Clalms Channel Richness Pro1\le 2 s 2 2 0 0 0 0 0 11.0 44% ... 
Wor1dlow 
Tracklnn 

Provldarzone Website provider zone enables service 2 
Claims Search providers to searcn tor clalms sutmlttecl 

and Indicate the status ol ltle dalm In 
wot1dlow. 

Provider Zone Website provider zone provides static 1 
Statement Oates content on when claims payment runs are 

and when stammerrts shoukl be ·-· MembarZOne Website member ZOl"le enables members 2 
C1almsT..- to track where claims are In the Discovery 

wotkflow s~tem. 
Real-Tlme Claim Provider submits dalms etectmnlcally 2 ·- lr0m a desktop appllc:atlon In the practice 

to an lntennedlary who switches the dalm 
In real-time to Discovery lor processing. 
The clalm Is valldatecl after which an 
lnltlal resportSe Is sant back to the 
provider con11nnlng delivery and 
Indicating any validation lalluras where 
appllcable. Succeslul validation results In 
the clalm being submitted Into the ctalms 
processing system. Attar lhe dalm Is 
processed an adjudication message Is 
sent back to the practtce via the swttchlng 
Intermediary to hdc:ate the processing 
outcome. The adjl.ldicatlon rssponsa can 
be returned In real-time where no marwal 
lnte1"18ntlon Is required on the dalm. 
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EmmlClalm Depending on the members preferred 2 
Dellvery Notlflcallon choice of commtmk:atlon, an email Is sent 

to Iha member lrdcaling Iha details ol lhe 
dalm received for processlng. 

SMS Claim OeUvery Depending on the members prelerred 2 
Notification choice of communication, an email ls sent 

to the member Indicating the details ol the 
clalm received tor processing. 

Claims Ch8MBI Richness Profile 0 8 4 2 2 0 0 0 0 18.0 ,.,, 7.11 
Processing 
OUt<omeo 

Provider Zone Website provider zone el\ables service 2 
Statements providers to download their payment 

statements In CSV, 1-fTML or Excel 
formats. 

Provider Emailed After dalms payment runs, statements in 2 
Statements HTML IOfTn are emalJed to those 

providers who elected email as their 
preferred delivery mechanism tor 
statements. 

Provider Zone Website provider zone enables providers 2 
Claims Rec:on m Bl181yse the processing outcome of 

"""' their recenl history of clalms to better 
unaerstaoo tne reasons tor a partlculBJ 
outCOme. 

MembsrZone Website member zone enables providers 2 
Claims History to analyse the processlng outcom8 01 

their recent history ol clalms m 0011:er 
understand the reasons !or a panlcular 
outcome. 

MemberZone Website member zone Bl'l&bles members 2 
Statemem:s to download an lfTML version ol the 

statemem or intertm stamments prior to 
claims payment run. 

Member Emailed Alter claims payment runs, SIBtements In 2 
Statements HTML lonn are emailed to those 

members who elected emBII es tnelr 
preferrad delivery mechanism for 
statements. 
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MemberWAP Currently In pilot: allows members to log 2 
Claims Query onto the WAP site and view the 3 most 

r909nt dalms and lhelJ processing 
outcome. 

MemberSMS Currently In pilot allows members to 2 
Claims Query submit en SMS short rode to which a 

response SMS Is sent by Discovery 
providing the dalms processing outcome 
for the ITWlSl recent claim received. 

Member Status ChaMel Richness Protue 4 • 0 2 2 • 0 0 0 23.0 ,.,. 12.78 
Check 

Telephonic MSA Members can query their current medical 2 
a ... ~ savings accoun1 balance via telephone 

DTMFNXML tom 
Members can view the lull spectrum ol 2 
statuses 111lating to the ralatlonshlp wtlh 
Otscovery lnchJ:llng: MSA, HPA balances, 
seH-paymenl gap, Vitality starus, 
conll'lbutlon starus personal medcal 
benellts used and llmlts read'led as well 

Website status as general scheme benefits ralevan\ to - their specific plBn choice. 

Currentty In pilot: allows members to 2 
submit en SMS short code to which a 
response SMS Is sent by Discovery 
providing their balances !or MSA, HPA, 

SMS Que"' 
Vitality status and seH-payment gap. 

Currently in pllot: allows members to log 2 
onto the WAP site end view their MSA, 
HPA balances and sell-payment gap. 

WAPOueN 
Static content on the plen typeS and 1 
benefits and Umlt slructure !or ralerence 

Fact Fila/Health by member.I and providers 
PtanG-

Members generate their own sell• 2 
Sell-Payment Gap payment gap report on the websl!e. 
Re-rt via Website 
Patient valklatlon Providers can query the validity ot a 
"1a VXMl patients mambershlp to the medical 

scheme via talephona DTMFNXML 
system 
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Bank Validator Discovery receives a fixed format file from 3 
the banks on an adhoc basis to ansure 
the latest branch details. 

Authot1sat1on9 Channel Rlchn8S9 Protua • 2 4 4 0 2 0 0 0 18.O ..,. 10.00 

Hospital Pre-Auth Specialists and hospitals can obtain 2 
Query via VXML details ol a pre-authorised event via 

ta1an1v.na DTMF / VXML ·em 
Hospital Auth via Currently In pilot the hospital system 3 
Hospital System sends a real-time pre-aUlh request 

message over the Internet via a switching 
lntannedlary ID Discovery. The request Is 
valldalod and processed with a 
approve/decline response sent back to 
the hosnltal -·-tern 

Hospital Pre-Auth Approval ol a pre-auth request can elso 2 2 
Member Nolllk:atlon be sent to the member via SMS, email, 

lax or letmr depending on their preterred 
channel of communication. 
ADows membera to view the status of 2 
chronic m8111callon applleatlons as they 

Chronic Medk:ation track tnrough the workflow process. 
via Website 
SMS notification of Depending on the members preferred 2 
Chronic Approval communication channel, SMS nollllcatlon 

Is sent to the membar as soon as the 
chronic medlca.tlon appllcallon Is 

'''""''' 
Email nollllcatlon ot Depending on the members preferred 2 
Chronic Approval communication channel, eman notification 

Is sent to the membar as soon as the 
chronic medication appl!catlon Is 
approved. 

Chronic meds ADows !or lhe electronlc receipt and 3 
authoflsallon lmpon ol chronic authortsatlon lilas 
1mpons genaralod by 3n:I party pharmacy benefit 

management companies such as 
MedlsCOr and Insight 

Hoallh Channel RIChnes9 Pro111e 0 • 2 0 0 0 0 0 0 11.O 22% 2A4 
1n1orrna110n . 
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Health Into Centre Website statk: content relating to health 1 
Issues lnducllng hearth databases 

Health Into Articles Health related Issues are also bulk 2 
emailed to sutiscrtblng members and 

,._,,. ..... Allows users to sean::h !or medldnes by 2 .. ,.,, descrfptlon or Nappi code . 

Medicine Pricing Allows users to que:ry the rncommended 2 
Tool price lor medication. Items. 

Hospital Rating Allows members to search lor hospitals 2 
Index with the highest ratings on selected 

procedu1'8S In chosen geographical 
locations. The service Is only hosted on 
the website. The rating Index Is manuaDy 
calculated trom pr&-eulhorisatlon dala, 
hospital dalms, related doctor and Allied 
Health Prolesslonal dalms and verified by 
random coding audits. 

Provider CPD The website hosts a number of online 2 
Online Courses courses !or provldl11·9 to accumulate their 

requlrad annual CPD points. However, 
adoption rate has been. lab1y low and the 
future ol lhls servloo 19 in question. 

Bulk Channel Richness Profile 0 1 • 0 0 0 0 0 0 10.0 "" 
,~, 

Broadcastlnn 
Discovery Plans Every year schemes make adjustments to 1 1 
Year End their plan structures, rules and benefits. 
Communk:alkln This Information Is pl'8Sented on the 

website In static torm and emaUed to 
those stakeholders who've selected email 
as their comml.d"lice!Dn channel ol choice. 

Member Newsletter Bulk emailed with generlc content 1 

Provider Newsletter Bulk emailed with genBrk: content 1 

eDlscoverer Bulk emailed with genenc content 1 

Discovery Baby Bulk emailed with genenc content 1 
Newsletter 
Stress Newsletter Bu1k emailed with generic content 1 

Nutrition Newsletter Bu1k emailed with generic contant 1 
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Discovery Carel Bulk emailed \Mth generic content 1 
Newsletter 
Employer Bulk emailed \Mth generic content 1 
Newsletter 

""~ Channel Richness Profile 0 0 8 0 0 0 0 0 0 •• 11% ·~· Customl.sed 
Communication 

Member medJcal ta,:; Bulk email with customised content 2 
certHicates 
Provider member Bulk emall \Mth customised content 2 
network lists 
Provider capitation Bulk emall \Mth customised content 2 ,,--.., 
MSA refund letters Bulk email wtth customised content 2 

Interactive Channel Richness Profile 0 1 4 3 0 0 0 0 0 M '"' 2.67 

Market!"" 
Delivery of Deta!ls ol a particular promotion are 1 1 
Promotional Content prssented to the target audience via print 

media, website, emall end/or SMS. 

Email Response Target audience responds using SMS 3 
H""1'-- short coda. 
SMS Response Target audience responds using 3 
Handling predetennlned emaU edclress. 

Payment and Channel Richness Profile 8 2 0 0 0 0 0 0 0 8.0 22% 1.78 
CoUactlons 

Discovery Card FNB host and administer the Discovery 2 
OnHna Services Credit Cani A reel-time Interface 

be!W8tln Discovery and FNB is used to 
maintain card (letatls at FNB and view 
credit balances. Til8 user-lntef1aca ls a 
web"-e. 

196 



Discovery card FNB host and administer lhe Dlsrovery ' Tmn,a- CrllClh Gard. Discovery has oomplete 
ReoonclHatlon control OY'8r e bucket ol funds dedicated 
......... to dalms payment called !tie HPA In the 

aedll. card and can lhllmlore manage the 
eU!horisallon of paymem dlrectly. A batch 
lile Is senl to FNB once per day to 
synctvonlse FNB wtltl these rransactlons 
and 10 effect paymem 

PaymenVCotlactions Discovery Interlaces with Hyphen Tech, e ' .. ....,,, switching company lor CRldit carcls In the 
banking Industry lot all paymenlS end 
collectlons with banks other than FNB. 

ACB Service This Is a batch file 1mer1ace using FTP to ' (Automatic Clearing an ACB service which manages the 
Bureau) electronic transler ol II.mets be!Ween 

banks for the payment ol claims to 
providers and membeis. 

lntennecUary Cl\annel Richness Profile 0 3 0 0 0 0 0 0 0 ,~ "'' 0.33 - 5ervlces to brokers are provided on the 3 
website. 

Vitality Partner Channel Rlchn8S9 Prolile • 2 2 0 0 0 0 0 0 ·~ '"' 2.87 
Member Query 

CSV file exchange Allows a Vltallty partner to query the ' """"" Vitality membership of a customer. 

Webpage Allows a Vitality partner to query the ' Vltallty membeish!p ol a customer. 

Back-and batch file Allows a Vitality partner to query the 2 
Integration Vitality membership ol e customer. 

Real--llrna AlloWs e Vitality partner to query the 2 ......... Vitality membership ol a customer . 
lnt-tlon 
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Vitality Partner Channel Richness ProfHe 4 2 2 0 0 0 0 0 0 •• 33% 2.67 
AcUvaUon 

CSV file exchange ~ a Vitality partner to notify 2 

"'oman Dlscovety ol a Vitality member appllcatlon 
to obtain access to the partner banafits. 

Wabpage Allows a Vitality partner to notify 2 
Discovery ot a Vitality member appllcatlon 
to obtain access to ttle partner benellts. 

Back-end batch ma Allows a Vitality partner to notify 2 
Integration Discovery of a Vilallty member appllcatlon 

to oblaln access to the partner banefllS. 

Real-Time ~ a Vitality partner to notify 2 
we"'8""'8 Discovery ot a Vitality member appllcatlon 
Integration to obtain access to the partner benefits. 

Vitality Partner Channel Rlchn8S9 ProfHa 4 2 2 0 0 0 0 0 0 •• 33% 2.61 
Transaction 

CSV file exchange Allows a Vitality partner to notify ' via amBII Discovery ol VltaUty member transactions. 

Wabpage Allows a Vltallty partner to notify 2 
Discovery ol VltaUty member transactions. 

Back-end batch file Allows a Vitality partner to notify ' Integration DJscovery ol VltaUty member transactions. 

Real-Time Allows a Vitality partner to notify ' we"'8""'8 Discovery ot VltaUty member transactions. 
ml ration 

Vlt,Uty Channel Richness Profile ' 0 ' 0 0 0 0 0 0 .. ,,.. OB9 
Membership 
Maintenance 

CSV file exchange Allows Dbcovery to notify a Vltallty ' ""oman partner ol Vitality memberships that are 
discontinued. 

Back-end batch tile Allows Discovery to notify a VltaUty ' Integration partner ol Vitality memberships that are 
discontinued. 

Vllallty Usage Channel Richness Proflle ' 0 ' 0 0 0 0 0 0 •• ,,.. OB9 
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7.9 Appendix H: List of Sources for Transaction Volumes 

-- '..: ,. , •-
..... ' A I Si I , ' . . . . . .. . . . . , .· . . .. , . 

Discovery Call Centre Weekly Summary Report (Peringuey, 2006a) MSA query via VXML 

Patient validetlon via VXML 

Patient Benefit Conflnnatio via VXML 

Discovery Website Functionality Matrix and Usage Analysis Report (Killian, 2006) Medical Info Centre on website 

MSA Details via website 

Fact FIie/Heaith Plan Guide vte Website 

Benefits Used vta Website 

Do We Cover? vta Website 

Medicine Pricing via Website 

Chronics via Website 

Sell-Payment Gap Report via Website 

Patient validation via website 
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Patient Benefit Confirmation vta website 

View application progress on website 

Claims Search on website 

Statement Dates on website 

Provider Statements downloads from website 

Recon Assist on website 

Claims Tracker on website 

Claims History on website 

Statements (incl Interim) downloads from website 

Hospital Rating Index vta website 

Discovery Website PartnerZone Weekly Stats Report (Peringuey, 2006b) Pre-Auth Reconflmation via VXML 

ETM Weekly Stats Sheet (Hughes, 2006a) Patient va\ldatlon vta PMA 

Real-nme OH claims vta HeallhBridge 
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Real-nme claim from hospital system via HeatthBridge 

Health Operations Monthly Repon - January 2006 (Discovery, 2006h) Batch claim via EDI trading partner 

Real-nme claims via Medikredit 

HeallhBrldge Invoice Breakdown (Rathman, 2006) Re-Auth request via Hospital System 

Pre/Re-Auth confirmation of details back to hospital system 

Electronic Remittance Advices sent via HeatthBridge 

lntelleca Daily Volume Stats Report (Boshoff, 2006) Paper claim with lntelleca encoding 

Interactive Messaging Monthly Subscriptions Repon (Parnons, 2006) Provider Statements emailed 

Email notification of claim received 

SMS notification of claim received 

Member Statements emailed 

Health Systems Weekly Report 2005 (Discovery, 20061) Pre-Auth request via emall (E-Auth) 

Hospital Pre-Auth Member Notification -Email 

Re-Auth Request via Email 
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