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Market inquiries an important advocacy tool 

By: Tembinkosi Bonakele and Tamara Paremoer 
 
It’s clear that some people remain confused about the Competition Commission’s 
intended market inquiry into the private healthcare sector. Perhaps this is an 
unintended consequence of the fact that the Commission is best known for 
prosecuting collusion, such as in the construction industry, and regulating mergers 
and takeovers. 
  
In these pages last week, for example, columnist Stephen Mulholland claimed that 
the private healthcare sector is being “targeted” and that the intention of the inquiry is 
to “bring private healthcare under state control”, while seeking to uncover collusion 
and anti-competitive practices in the industry.  
  
Well, the truth is, the healthcare industry can breathe out — this isn’t the case at all. 
  
To understand what we’re seeking to do, you need to understand the idea of a 
"market inquiry". 
  
These inquiries are a relatively new tool in the South African competition landscape, 
but have been used for decades in other countries. In the US, for example, market 
inquiries have been used since the early 1900s, while Japan conducted its first 
market inquiry in the 1940s.  
  
Crucially, this isn’t the same as a typical collusion investigation, where the 
Commission has a reasonable suspicion that the Competition Act has been 
contravened, and it sets out to find evidence and then prosecute the companies 
involved.  
  
A market inquiry, however, aims only to assess the state of competition in a specific 
market, such as healthcare. We will examine the way an entire sector works, rather 
than focussing on the actions of specific companies. So, this will allow us to see 
where a market isn’t working as best it should, and highlight the obstacles to an 
efficient market.  
  
We are not, as our critics say, seeking to gather evidence of collusion; we are simply 
seeking to understand how to improve efficiency and competition. 
  
Of course, during such an inquiry, we may come across anti-competitive practices 
that need to be rooted out. If this happens, well then the companies will have to 
account for that, and the cases will then be examined in the usual manner.  
  
But we are not seeking to "nail" healthcare companies, target CEOs or punish 
companies that are operating properly. 
  
Anyone who has a medical aid, or who uses private hospitals or doctors will 
understand why we need to have such an inquiry. 
  
Over the past ten years, we have seen a notable increase in the amount spent on 
private healthcare, which has been significantly higher than consumer inflation. At 
the same time, there has also been a consolidation of hospitals, as hospital groups 



merge, and also a reduction in the number of medical aid schemes that South 
Africans can subscribe to. 
  
What we’re aiming to do is understand why these prices have escalated so much 
higher than inflation. It’s obviously not a simple task to identify the factors driving 
these price hikes. 
  
Some of the pundits have given their view for why it’s happening, and the reasons 
range from the claim that private healthcare companies have significant "market 
power" which allows them to raise prices, to the claim that more people are using 
private healthcare, to the view that consumers just don’t have sufficient information 
to hold their medical aids and hospitals to account. 
  
It’s a complicated web, but we must remember in any analysis that healthcare is not 
any ordinary good. The public is often unaware of what they need and what it should 
cost. Often, a patient does not, or cannot, shop around for alternatives. So, this 
ultimately affects competition, which leads to an increase in prices. 
  
Of course, the decisions made by our very own competition authorities in the past 
may also have affected the way the market works. Back in 2004, the Commission 
prosecuted groups which represented medical aids, hospitals and practitioners for 
colluding in setting healthcare tariffs. These associations were made up of firms 
which were ostensibly competing with one another, yet they were setting prices 
collectively — anticompetitive conduct which generally harms consumers. 
  
After this, collective determination of tariffs was disallowed. While these rulings 
seemed good for the consumer, the outcome coincided with rising healthcare 
expenditure. 
  
So, our market inquiry will help establish what drives costs in this complicated 
market, and highlight any inefficiencies that could be removed to make private 
healthcare more accessible to the man in the street.  
  
This inquiry is not a stalking horse to go after medical aids and hospitals: had we any 
sense that there were any contraventions taking place, we would have launched a 
typical investigation.  
  
Nonetheless, the outcome will be crucial for the country. Stakeholders including 
doctors, regulators, patients, NGOs and the Department of Health have all an 
interest in this inquiry. But none of their individual interests will distract us from 
running this inquiry objectively, and according to the law.  
  
It’s also an opportunity: this inquiry will present a platform for everyone to articulate 
their positions, views and concerns about the functioning of healthcare markets. To 
claim that such a platform will be used to "target" a specific sector, without the 
remotest evidence to suggest that, is dangerously misinformed.  
  
In fact, many companies have already made thoughtful contributions to the process. 
In the end, South Africa should be stronger for a healthcare industry that rewards fair 
competition, fosters innovation, creates an improved quality of service, and provides 
the best response for patients — whose needs should lie at the heart of how it 
operates. 
 
An edited version of this article was first published in Sunday Times: Business 
Times: http://goo.gl/JjE1IG  
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