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Paragraph 8 

The Panel has requested comments on the appropriate approach to be adopted in interpreting 

and applying the concept of theories of harm in the context of competition in the private 

healthcare market.  

It is accepted that the right to access essential healthcare services, including access to 

emergency medical treatment, is enshrined in the Constitution of the Republic of South Africa 

(Act 108 of 1996, as amended). It is also accepted that the state must take "reasonable 

legislative and other measures, within its available resources, to achieve the progressive 

realisation of these rights" Section 27 (a)  

The Terms of Reference for the Market Inquiry into the Private Healthcare Sector (The Inquiry) 

highlights this constitutional right while detailing the rationale for a market inquiry (Section 3). In 

light of this, the holistic market-wide approach of an inquiry must consider the role of 

competition in increasing access to healthcare services. The National Department of Health 

would like to encourage The Panel to remain cognisant of this constitutional perspective thought 

The Inquiry.   

The Competition Act (Act 89 of 1998, as amended) provides a legal framework by which to 

promote and maintain competition in the country. Competition is, however, a means to an end 

rather than the end itself. It is the Department's position that, in the context of The Inquiry, 

Competition should be encouraged in order to, inter alia; 

- "provide consumers with competitive prices and product choices" Section 2 (b) 

- and "promote employment and advance the social and economic welfare of South Africans". 

Section 2 (c), 

- where the social and economic welfare of South Africans' is contingent upon the 

progressive realisation of their constitutional rights, and in this case their right to access 

healthcare services.  

The Department encourages the Panel to confirm their commitment to this holistic, social 

welfare perspective, where the objective of improved competition in the healthcare market 
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should always be considered in relation to increased access to health care services, for all 

South Africans.  

The Panel should also bear in mind that the demand for healthcare services is a derived 

demand, since the object of desire is health, rather than inputs of medical care. Therefore, the 

efficient production of health outcomes, and quality of life as impacted by health status, should 

be the objective of a well functioning private healthcare sector.   

Finally, the Department would like to encourage the Panel members to begin their analysis by 

understanding the various value functions of the diverse actors within the private healthcare 

market. This should include an understanding of the contractual and implicit relationships 

between various stakeholders, the incentive structures created by these relationships, and the 

potential impact on demand for healthcare services, cost of inputs and health outcomes.  

Paragraph 16 

The Panel will be evaluating various explanations for costs, prices, and expenditure increases in 

the private healthcare sector to make "evidence-bases recommendations".   

As outlined in the Department's response to the Draft Guidelines for Participation, we would 

propose that the Panel provides greater clarity regarding all aspects of the methods that will be 

used to assess the strength of both qualitative and quantitative evidence.  

Paragraph 17 

It is necessary to distinguish between 'costs' and 'prices'. Prices may increase due to increases 

in input costs of goods or services but they may also increase due to market power abuses and 

information asymmetry. Distinguishing between the various factors is therefore crucial.  

Paragraph 19 

The Department would like to reiterate the view that competition is not an end in itself, but rather 

a means to an end. We would therefore propose the following rephrasing of criteria:  

Criteria the Panel will apply in prioritising its work are:  

Criteria relative to substance - 
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a) Contribution to promotion of competition and sustainability in the sector vis-à-vis the impact of 

competition on cost and quality of health care services as well as access to healthcare services 

b) Contribution to promotion of competition vis-à-vis  the impact of competition on innovations 

that increase patients' quality of life and health outcomes 

Given the need to contain costs, what are the major cost drivers, and what incentives exist 

across the relevant stakeholder groups that are influencing these cost drivers.  

Paragraph 20 

Specifically, the Panel should focus on identifying the incentives faced by consumers, financers 

and providers and attempt to identify the extent to which each of these incentive structures 

contributes to increased costs in private hospitals and specialist care.  

Finally, the Department would like to encourage the Panel to explicitly prioritise areas for 

investigation that will contribute to transparency within the market.  

Paragraph 22 

While it is interesting to understand the factors influencing consumers' choices of medical 

schemes, the Department does not see this as a priority area in addressing the issue of private 

sector costs.  

Paragraph 25 

The presence of a third party making payment on behalf of the patient influences patient and 

provider decision making about affordability and demand. The Department recommends that 

both be considered explicitly.  

Paragraph 27 

The Department encourages the Panel to consider whether this current market structure (as 

described in paragraph 27) allows for a true purchaser provider relationship. Do schemes and 

administrators have the necessary incentives to negotiate in the best interest of members.  
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Paragraph 37 

The Department recommends that the Statement of Issues should call explicitly for information 

on how hospital prices are set by various private hospital providers (i.e. what methods are used 

in the price setting exercise). 

It is also necessary to consider the relationship between specialists and private hospitals. What 

are the incentives for specialists to work at specific hospitals and to admit patients to specific 

hospitals.  

Following from this, do patients choose hospitals or specialists, and how does this influence 

cost and demand for services.  

Paragraph 38 

Specialists: The Panel invites submissions on appropriate prioritisation criteria and proposals 

regarding appropriate focus areas.  

The Department would like to encourage the Panel to consider evidence in light of its ability to 

contribute to mapping all incentives structures that Specialist healthcare professionals face in 

the private market, as outlined in the previous paragraphs.  

That is, what incentives do specialist providers face in the private healthcare market, and what 

implications do these incentives have on a) cost of services, b) demand for services and c) 

quality of healthcare provision. 

The Department recommends that the Statement of Issues should call explicitly for information 

on how specialist prices are set (i.e. what methods are used in the price setting exercise). This 

information should be specialists-specific and cannot come from associations of a discipline 

since associations will naturally make the case for the highest prices. Individual specialists are 

likely to have different cost-structures and, unless there is informal collusion, receiving an 

association-level submission would therefore be unhelpful.  

Paragraph 43 

Pharmaceuticals are regulated by the Single Exit Price and the Medicine Control Council. 

Medical technology and consumables are, however, not regulated for quality or price. The 
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Department encourages the Panel to consider the financial incentive that exist in this specific 

sub-market and their influence on cost and quality. Additionally, the Department would like to 

reiterate that 'innovations' in medical technologies that increase costs but not health outcomes 

or quality should not be considered true innovations in the context of the provision of healthcare 

services.  

Paragraph 51  

The Panel invites submissions on the appropriate techniques to be employed for defining 

markets and analysing competition.  

The Department would like to encourage the Panel to:  

 Explicitly consider production costs vs. prices of services and the various components 

relevant to this distinction (e.g. input costs, fees, co-payments, profits etc.). 

 Define markets based on the real consumption of services by consumers, and consumer 

care pathways 

Additional suggestion 

The Department would also like to encourage the Panel to call specifically for recommendations 

on the current market structure can be reformed to improve affordability and appropriate 

competition.  


