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7 September 2018 
 
Dear Sirs 
 
RESPONSE TO THE HEALTH MARKET INQUIRY REPORT PUBLISHED ON 5 JULY 2018 
 
 
1. Background and Introduction 

 
1.1 This submission is made for and on behalf of Dr Jeffrey King (Specialist Physician) who made 

a presentation to the Commission in respect of the Health Market Inquiry on 23 February 
2016. 
 

1.2 We welcome the Inquiry Report and its findings.  It is a significant and substantial work and 
no attempt is made to address all elements.  

 
1.3 This response makes two main points: Firstly, that the analysis and presentation of the Inquiry 

findings in the silos related to the main role-players (Funders, Facilities and Practitioners) 
obscures some critical strategic insights and conclusions; and Secondly, the failure to keep 
the patient/consumer and valued-based health care (based on evidence-based medicine) at 
the centre of the analysis leads to a bias towards cost-control which results merely in cost 
shifting (mostly back onto the consumer), supplier consolidation (as a mechanism to improve 
bargaining power in a zero sum game) and sub-therapeutic outcomes (at the expense of the 
consumer). 

 
1.4 An additional general observation, that will not be pursued in any depth in this submission is 

the observation that the focus on the private sector, as opposed to a holistic view of the entire 
health care sector (i.e. private and public) is, we believe a fundamental flaw.   
 
As the Inquiry Report notes (chapter 2 paragraph 17), the starting point must be section 27 
of the Constitution which promises people in South Africa progressive access to health care 
services, which the State must facilitate. The provision of health care in South Africa is 
definitely a combination of both the public and private sectors of the market. Section 43B(1)(i) 
of the Competition Act requires the Panel to decide whether “any feature or combination of 
features of a market for any goods or services prevents, distorts or restricts competition within 
that market”.  Accordingly, a holistic approach needs to be taken. 
 
Although the Inquiry Report notes certain dependencies on the public sector, the Government 
is mostly viewed as the regulator, when in fact it is the monopoly supplier of health care 
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practitioners (through the prescribed education and training regime), a major provider of 
services (primary health, clinics and government hospitals) and under the proposed National 
Health Insurance shall become the primary funder of health care in South Africa.  
   
The failure to integrate the public and private sector will thwart the State’s section 27 
obligations and result in a perpetual two-tier market (being the underfunded poor delivery 
public system versus overpriced inaccessible questionable-quality private care system), 
whereas the public and private sector could collaborate across the market and benefit from 
some of the synergies, as indicated in the Inquiry Report. 
 
The current market for healthcare in South Africa is dangerously divided into public and 
private health care provision.  Dangerous because to the obvious inequities and the fact that 
more and more South Africans hang in limbo between the two systems.  It is time for the 
creation of a unified health care market that seamlessly provides services to all South 
Africans.  A healthy Healthcare Market would be one in which the State provides regulatory 
and policy direction, sets the standards for and manages the individual and national health 
record databases, funds provision gaps in the market and overseas national programs of 
research and training.  This may not be within the Commission’s remit, but is deserving of 
being highlighted in the final report. 
 

 
2 Proposed Framework for Analysing the Findings 

 
2.1 It is our submission that a greater return on investment would be gleaned by the Commission 

if it were to reorder its findings taking into account the submissions below and to extrapolate 
and group its findings and recommendations around key focus areas related to the supply-
chain, as opposed to a simple sectoral approach.   
 

2.2 This may only involve a reworking of the key findings based on strategic themes, leaving the 
current Inquiry Report structure set out neatly by role-player in place for ease of reference. 
The proposed strategic review would result in the already significant findings and the inter-
relationships between them being more usefully prioritised and applied to the betterment of 
the Healthcare Market. 
 

2.3 The primary focus must be the consumer (the South African citizen who accesses health 
care of either a public or private nature). 

 
2.3.1 Firstly, the consumer should be the owner of all of their health records, which should be 

updated accurately with each medical intervention and be freely transferable within the 
national health care system (public and private); 
 

2.3.2 Secondly, every registered health care practitioner must be identifiable and must update 
the consumer’s personal health records with diagnosis, treatments, costs and health 
outcomes with each intervention; 

 
2.3.3 Thirdly, depersonalised details of all consumer medical interventions, diagnosis and 

treatments and outcomes should be collated by a national independent body (such as the 
proposed in Chapter 9 of the Report); 

 
2.3.4 Fourthly, the consumer should be able to assess their own health status as measured 

against the rest of the South African population (by relevant demographic) and be 
encouraged to measure their health, habits and prognosis against normalised national 
data; 
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2.3.5 Fifthly, consumers who demonstrate a recurring disregard for their own health should, in 
the event of a genuine constraint in resources (and all other considerations being equal), 
have to yield to a consumer who has made most effort to manage their health properly. 

 
2.4 The next important consideration is the healthcare practitioners (As opposed to the facility 

providers): 
 

2.4.1 Firstly, there needs to be an increasing number of qualified healthcare practitioners 
entering the market place (public and private) which requires reform of the health care 
education system which is currently constrained by the requirement that only public 
institutions can train the corps of medical practitioners; 
 

2.4.2 Secondly, each health care practitioner must to be required to faithfully report all patient 
interventions on that patient’s mobile personal health record and such reporting must 
include a record of the costs and health outcomes; 

 
2.4.3 Thirdly, primary health care facilities (public or private), including General Practitioners 

need to provide affordable basic screening and diagnosis services and act as primary 
referral systems – with no financial links to specialists or hospital groups; 

 
2.4.4 Fourthly, health care practitioners as the primary interface and service provider should be 

free to treat the consumer/patient as the healthcare practitioner understands to be 
professionally in the best interests of the consumer taking into account long-term and 
overall value (cost and benefit); 

 
2.4.5 Fifthly, the main measure of value is at the point of consumption/delivery and this must be 

monitored, measured and reported; 
 

2.4.6 Sixthly, the evidence base of the practice of medicine needs to be the central point of the 
ongoing reform and reinvigoration of the health care system; 

 
2.4.7 Seventhly, if there is to be any price control then it should be at the level of bundled 

payments for treatment of recognised sets of conditions, with the cost efficiencies accruing 
to the practitioner, and the risk of sub-standard outcomes being at the risk of the 
practitioner.   

 
2.4.8 First observation: Fee for service is an inefficient and inappropriate remuneration method 

in the healthcare market.  Health is not a commodity and to the extent that fees for services 
are retained there should be an acknowledgement that nor all practitioners are equally as 
effective (practitioners who provide better outcomes measured as to therapeutic outcomes 
and relative cost should benefit financially). 

 
2.4.9 Second observation: In terms of international research, and as acknowledged in the 

Inquiry Report, the preferred treatment and reimbursement model is through integrated 
practice units that treat a patient through a complete cycle of care at a pre-agreed all-in 
upfront bundled cost, where the practice bears the risk of poor outcomes and also has the 
potential benefit of good cost effective outcomes.  This assures that competition happens 
where it matters most.  Practices would then compete on cost- and value- based results.  
This does require a systematic and scientific approach to outcomes measurement and 
reporting (as contemplated in Chapter 9 of the Report). 

 
2.5 With regards to the market for Facilities, the following principles should apply: 
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2.5.1 Firstly, unless the practitioner is part of an Integrated Practice Unit that is remunerated on 
the basis of a bundled global payment for the treatment of a patient through the entire 
cycle of care, the attending health care practitioner should not have any financial interest 
in the health care facility and/or its equipment and so will not be perversely incentivised to 
push volumes through the facility (eradicating the supply-induced demand problem). 
 

2.5.2 Secondly, Facilities should compete with each other for cost- and value- based outcomes 
measured in terms of recovery times, reduced infection rates etc.  Facilities should recoup 
the costs of their investment through delivering good quality service to the practitioner and 
her patient and not through perverse incentives to practitioners.  This approach can be 
linked to Integrated Practice Units which may establish preferred provider networks with 
facilities providers as part of their bundled payment structure (i.e. the payment on behalf 
of the consumer is a global all-in cost, at the risk of the practitioner).  This keeps 
competition in the right place. 
 

2.5.3 Thirdly, there should be freedom to establish new facilities provided that they are 
appropriately staffed and resourced.  Reduced competition on the supply side can never 
lead to decrease in costs. The attempt to regulate supply or demand is anti-competitive.  
The concept of Certificate of Need should be reconsidered as a tool as it will stifle the 
innovation that the Commission seeks.   

 
2.5.4 First Observation:  If the above simple principles are observed, the preoccupation with 

supply side induced demand should be less of a problem as the perverse incentives are 
removed, especially if part of an Integrated Practice Unit scenario. 

 
2.5.5 Second Observation: In recommendation 30 of the Report, the Commission inexplicably 

expects the Funders to promote alternative models of care, when in fact the initiative will 
have to come from potential entrant service providers who will have to overcome Funder 
preferred networks AND the State’s suspicion about supply-side induced demand in order 
to break into the market.  This scenario should be avoided.   

 
 

2.6 With regards to the Funders (the medical aids and the medical aid administrators)  
mechanism the following principles should be applied: 
 

2.6.1 Firstly, universal health care is the imperative but to be successful the health care delivery 
system should be unified with the public sector being primarily focused on primary health 
care, communicable diseases, setting standards for national health records and data, 
research and development and funding lower income groups so that they can afford 
increasing levels of quality health care, and the private sector providing quality healthcare 
solutions at competitive prices. 
 

2.6.2 Secondly, the funding options need to be transparent and relatively standardised so that 
the consumer can make informed decisions on level of care and can compare like with 
like.   

 
2.6.3 Thirdly, in respect of Prescribed Minimum Benefits, the Funders and the State should 

facilitate and give preference to Integrated Practice Units and bundled all-in payments so 
as to increase the competition for cost- and value- based outcomes in these critical basic 
treatment areas. 

 
2.6.4 Fourthly, based on means, every consumer should make a contribution to the funding of 

universal health care (even if notionally in PAYE contributions or the like) so as to 
engender a sense of ownership and that nothing is for free. 
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2.6.5 Fifthly, based on a means assessment, the funding mechanism should be a combination 

of public and private insurance and the National Health Insurance proposal needs to be 
adjusted to meet the market requirements. 

 
2.6.6 Sixthly, all data even that processed by Funders should meet the national standards and 

not be geared merely to cost centres and management, but should be aligned with the 
needs of evidence based medicine.  
 

2.7 First Observation: The dominance of the funding mechanism in the health care system is 
more pernicious than just driving up costs of medical aid contributions due to poor 
competition, it is actually driving down health outcomes and reducing the prospects of 
competition in therapeutic outcomes as the Funders seek to standardise and commoditise 
care regimes and thereby protect their margins.   This position will be exacerbated by the 
introduction of the proposed National Health Insurance in its current form.  Whereas 
universal access is a prerequisite, the manipulation of the funding models will not yield the 
desired results. 
 

2.8 Second Observation: It is noted that Discovery and the other medical aids and 
administrators were a major contributor to the Commission’s information requirements, 
demonstrating their dominant role.  It is no coincidence that big IT firms like Amazon and 
Google are eyeing the healthcare market: the information is valuable.   

 
The Commission has recognised this. There should be a unified data system owned by 
the public at large.  This is essential to ensure the future competitiveness of the health 
care market.  The consumer must own its personal health record and the State and other 
industry stakeholders (for example Medical Aid administrators, researchers and policy 
makers) must have full access to mine the data to keep the market competitive.  The 
current data asymmetry, with the big private players increasingly becoming the key 
repositories of national data, is placing them in a very dominant position.  Furthermore, 
the opportunity is being lost to create a wealth of useful data as the data being collected, 
stored and analysed is in a format that meets the Funder’s narrow needs and not that of 
the consumer or the general public. If the State is serious about health care a public good 
the private sector must contribute towards useful data collection.   

 
 

3 The demise of evidence-based medicine/ The monopoly power of the funders 
 

3.1 The Inquiry Report correctly notes the dominance of key players in the private health funding 
market  (the public sector is already a monopoly, which will spread with the implementation 
of NHI).  This particularly applies to the medical scheme administrators, where even greater 
levels of dominance are found. The implications are broader than just lack of competition for 
funding options for consumers.  When this situation is linked to other market phenomena it is 
increasingly detrimental to consumer interests, particularly with regards to increasing sub-
therapeutic outcomes.  The USA has had similar experiences as a dual funded system. 

 
3.2 Whereas, the provision of health care services should be informed by cost- and value-based 

outcomes (best therapeutic outcomes at reasonable cost over the entire life cycle of 
treatment), the medical aids are increasingly controlling the provision of service through their 
operations. Medical aids, particularly the administrators, have no ethical duty towards the 
consumer in terms of health outcomes and therefore the market is distorted, with worse to 
follow. 
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3.3 With respect, this dynamic is not fully captured in the Inquiry Report, which is bias towards 
cost management.  It is a feature of economics that if one can standardise and commoditise 
a good or service the cost of supply should drop. This premise is dangerous in health care. 

 
3.4 Attached we include a typical scenario, the essence of which is as follows: 

 
3.4.1 A patient with a recurring health condition presents to a health care practitioner, who 

diagnoses the patient and determines from (i) documented unsuccessful treatment history;  
and (ii) from his own primary assessment of the patient (in person); and (iii) his years of 
experience and current up to date specialist knowledge, that a certain course of treatment 
is required. 
 

3.4.2 Unfortunately: 
 

3.4.2.1 This particular health care provider is not a preferred provider on the medical aid’s list 
of providers (all of the preferred providers have to date not diagnosed the patient 
completely or correctly); and 
 

3.4.2.2 The proposed course of treatment does not accord with the medical aid’s accepted list 
of treatments (whether these are pharmaceuticals or treatment procedures). 

 
3.4.3 The health care practitioner makes written submissions to the medical aid on the patient’s 

behalf adducing medical scientific evidence that the treatment is needed, but to no avail. 
 

3.4.4 The end result is that, in spite of the improved therapeutic outcome, which was not 
forthcoming from the preferred suppliers, the patient is penalised with a 40% co-payment 
for seeing a non-preferred supplier and a co-payment in respect of treatments that are not 
considered suitable in the opinion of the medical aid. 

 
3.4.5 The medical aid treats the matter as an administrative one and relies on contractual terms 

and conditions, without due cognisance being taken of the patient/member’s health needs. 
 

3.5 The above scenario is both ethically unacceptable and financially inexplicable, but 
demonstrates a fatal flaw in the privately funded medical market (which will be perpetuated 
when the public sector becomes a funder of medical treatments through the NHI). 

 
3.6 Medical aids and their medical advisers, who in the majority of cases never see the patient, 

nor have any medical ethical obligation towards the patient, now second guess the attending 
practitioner.  The introduction of preferred network providers does nothing to address this as 
it further reduces competition where it really matters which is at the level of the individual 
therapeutic outcomes, measured on a cost- and value- basis.   

 
3.7 The irony of the situation is that overtime the medical aid may have been financially better off 

if an effective but perhaps different and sometimes more expensive treatment was followed 
as opposed to a series of “fee for service” payments over many cycles of ineffective 
treatment.  It is for this reason that international health care researchers (see for example 
“Understanding Value-based Healthcare”, Moriates et al (2015) (as well as the Inquiry 
Report) argue for bundled payments and for practitioners to be evaluated and remunerated 
over the entire cycle of care (and not as series of fee for service payments).  This is necessary 
innovation required for improved competitive outcomes, that will not occur if medical aids are 
allowed to control medical treatment decisions. 

 
3.8 At the very least if the outcome is verifiably improved and reasonable on a cost- and value- 

based assessment, the patient should be entitled to recover its co-payment AND the medical 
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aid would hopefully either include the successful practitioner in its preferred provider network 
or at least accommodate them on an adhoc basis where applicable. 

 
3.9 However, the push towards “lower cost” on fee for service payments acts against this 

innovation, and the continued improvement of therapeutic outcomes at lower costs.  The 
preferred network provider only exacerbates this, and the consumer is ultimately left with 
either poor therapeutic outcomes and/or large co-payments, if he or she can afford it, which 
is a trade-off that the consumer should not be obliged to accept. 

 
3.10 The preferred provider network holds more evils that solutions, already hospitals are 

beginning to consolidate their relationships with practitioners in an endeavour to be better 
positioned in their negotiations with the big medical aids.  Competition over costs alone will 
result in poor therapeutic outcomes with very little cost savings.  Research over the last two 
decades in the USA (which has one of the highest per capita spend on healthcare with no 
real improvement in therapeutic outcomes) has born witness to this.  There is no incentive in 
the system to optimise outcomes and reduce overall treatment costs at the point of service 
delivery as payments are made for service and all doctors (regardless of outcomes) are 
destined to be paid the same rate.  This is uncompetitive and will thwart the outcomes 
envisaged by the Commission. 

 
3.11 As mentioned above, this position (unless remedied) will only be exacerbated once NHI is 

implemented and the State throws its considerable resources behind this fundamentally 
flawed system. 

 
4 Conclusion 

 
Space and time do not allow for further discussion of the above, but the Commission is referred 
to the following literature on the subject of focussing competitive forces in the correct areas (as 
opposed to zero sum games): 

 
4.1.1 Kaplan, R.S.  “Improving value with TDABC” Harvard Business Review (November 2014) 
4.1.2 Porter, M and Teisberg, E. “Redefining Healthcare”, Harvard Business School Press 

(2006). 
4.1.3 Porter, M. and Lee, T. “The strategy that will fix healthcare” Harvard Business Review 

(October 2013) 
4.1.4 Moriates, C. et al “Understanding Value Based Healthcare”, McGraw-Hill (2015) 

 
 

 
Thank you for your kind consideration of our submissions. 

 
 

 
Yours sincerely 
 
 
 
 
MARK ECCLES 
 
 
 


