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Comments on the Provisional Findings and Recommendations Report 

 

Dear Chief Justice Ngcobo, 

Firstly, we would like to commend you Chief Justice, the panelists, and all the members of the technical 

team, for the sterling work done in producing a thorough assessment of the state of private healthcare sector. 

We would like to affirm the objectives of the Health Market Inquiry (HMI), towards an affordable, accessible, 

and quality private healthcare system that is aligned with the 2030 National Development Plan and the 

envisioned National Health Insurance. 

Our organization, Clinix Health Group, was founded in 1992 with the express goal of making quality private 

healthcare accessible and affordable in the black townships which, both then and now, have existed in the 

periphery of the mainstream economy. This dream was inspired by amongst others, the late Dr Nthato 

Motlana, when they birthed the first black-owned private hospital in the country in 1985, Lesedi Clinic. This 

pioneering hospital has since become the flagship hospital within our group, and we have recently completed 

over R200m worth of expansion and renovations, bringing to life the goal of delivering world-class care to 

the doorsteps of our people. 

We are currently at very advanced stages of planning and executing several new projects including building 

a new R350m hospital in Protean Glen, Soweto, which has been fittingly named after the late Dr Motlana. 
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These, alongside many other investments we are making in previously disadvantaged communities, 

underline our commitment to improve the wellbeing of our people. 

While being a private hospital group, over the years we have worked closely with government agencies. We 

currently partner with the Department of Health in Gauteng, in providing care to about 400 long-term mental 

health patients, following the crisis that led to over 140 deaths. We have also assisted a large number of 

patients who were on public hospital waiting lists for elective procedures such as cataracts, tonsillectomies 

and hernia repairs. We thus fully embrace all efforts at a policy level to achieve an equitable, quality 

healthcare system. 

The provisional report, in question, thoroughly characterizes the private health sector and its many facets. 

We set out to provide commentary on a selected number of issues, with no intention to respond to every 

finding and recommendation that has been put forward. As a private hospital operator, we will confine our 

contribution to 2 pertinent matters that pertain to the industry within which we operate: 

 

1.     We note the observations made by the HMI with respect to the highly concentrated structure of the 

facilities market, which is dominated by the 3 large listed groups. Their size in the market means that they 

benefit in ways that disadvantage small operators and raise the barriers of entry for new hospital operators.  

a. Tariff negotiation with medical schemes 

b. Preferred provider networks 

c. Pharmaceutical supplier arrangements 

d. Medical equipment and general purchasing 

e. Ability to secure specialists to work in the hospitals 

f. Recruitment of nurses 

 

We, therefore, support the HMI’s view that the concentration in the market needs to be explicitly dealt with. 

We believe that both divestiture and a moratorium on licenses being given to the large listed groups, should 

be exercised. However, a moratorium on licenses by itself would not be sufficient for the following reasons: 

• It would take a long time for new entrants or current small operators to develop enough hospitals to 

correct the current imbalance. Establishing an acute care hospital is very heavy in upfront costs. New 

hospitals also take several years to break-even, which would mean that the investments have to be 

undertaken over years if not decades, to give effect to the desired outcome. To illustrate this, 2 of the small 
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groups would each need to build at least 40 hospitals of similar size to those owned by the large groups, to 

achieve their scale, and possibly bring them to below 20% market share. 

• As per the findings of the HMI, there are geographical territories in the country that have excess beds 

in the private sector, and the association between this excess and supplier-induced demand has been 

outlined in the report. It would thus not desirable, in these areas, to advocate for the introduction of new 

hospitals, purely to correct the market concentration. 

In addition, the above measures would be meaningless if the “creeping mergers” is not dealt with. We support 

the proposed amendments in Competition Law that would see the competition authorities reviewing merger 

and acquisition activities in the preceding 3 years when considering a new request.  

It is also our considered view that such mergers should not be considered at all, until the divestiture and 

moratorium on licenses have achieved the outcome of the large listed groups not having more than 20% of 

market share. We also support that mergers with entities that hold hospital licenses should also be fall under 

the jurisdiction of the competition and licensing authorities.  

2. We welcome the proposal to re-introduce collective bargaining as a way to address the “tariff 

vacuum”. As a small operator, we can attest to the significant disadvantages this currently brings to small 

operators who have to contend with the large listed hospital groups that are reimbursed higher tariffs, while 

the expectations (from funders, patients, and regulatory bodies) are that we deliver quality of care and service 

comparable to the bigger competitors.  

We do not agree that there are a few facility groups and that this be used as a basis to continue bilateral 

negotiations. The HMI should not see the National Hospital Network (NHN) in the same light as the 3 big 

groups. NHN has over 200 member hospitals, with the majority being solo owned. These member hospitals 

do not enjoy all the benefits of scale that the 3 big groups do. In effect, most independently owned hospitals 

have no choice but to join NHN, as being outside NHN would result in significantly lower tariff prices. Even 

when comparing NHN tariffs against the large listed groups, these are much lower. 

 

So NHN should not be interpreted as an optimal solution for independent operators, but as a compromise 

alternative to being solo, or selling to the large listed groups. There are some operators (Clinix, JMH, and 

many independently owned facilities) that still choose not to participate in NHN. We therefore advance that 

collective bargaining for facilities should also be considered as a way that would level the playing field for the 

small operators. This would also facilitate another important objective that the primary source of competitive 

advantage should not be tariff prices, but clinical outcomes and patient experience. Progressive payment 

mechanisms that include outcome measures can still be layered on top of a uniform fee for service, bearing 

in mind that most alternative reimbursement models currently in place, use fee for service as the starting 

point anyway. 
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Of the 2 proposals that have been put forward for collective bargaining, we support the second proposal i.e. 

the Multilateral Tariff Negotiation Forum. This is more aligned with the HMI’s principle of ensuring meaningful 

stakeholder participation in the tariff determination.  

 

We wish to share 2 more observations on this matter. The process of determining annual tariff increases 

would be relatively simpler compared to the initial process of establishing the baseline tariff prices. The 

determination of the baseline tariff prices would also need to account for the cost of developing new private 

hospitals, so that low tariff levels don’t become a prohibitive factor, especially to new entrants. Failure to do 

this could completely negate efforts to correct the current levels of concentration.  

 

It would also not be in the public interest to set the tariff levels so low that continuous investment in 

infrastructure, equipment, and training and development, become an unbearable expense. Our country has 

witnessed how a reduction in such investments can cripple the healthcare system. 

 

Amongst the conditions to be set, due consideration should be given to key input costs such as nursing costs. 

For example, a maximum allowable tariff increase would be inappropriate in the absence of a similar 

mechanism to control nursing costs across both public and private sectors. It would be important to get the 

buy-in of labour unions. 

 

We support the introduction of a Supply-Side Regulator Healthcare as set out in the provisional report, and 

its role in the determination of prices for the industry, including for the facilities. It would be important that in 

setting up this structure, that all functions that overlap with existing structures e.g. OHSC and the Provincial 

Departments of Health, be properly aligned to prevent duplication. 

There are a number of progressive recommendations contained in the provisional report: 

a) A review of the HPCSA rules in relation to employment of doctors and their ownership of facilities 

b) Promotion of team-based care 

c) Publication of quality outcomes 

d) Standardized coding systems 

e) Use of private sector capacity for public sector patients 
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Clinix is in support of policy reforms that seek to improve access to affordable, quality care in the private 

sector. While the HMI’s focus is the private sector, we also put forward that reforms in the private sector have 

to be accompanied by a set of urgent interventions to fix the public health system. This would be consistent 

with the diagnostic analysis as contained in NDP, and critical if the vision of a National Health Insurance 

system is to be realized.  

 

We also wish to suggest that with the publication of the NHI and Medical Schemes Amendment Bills, that 

the HMI considers how all the policy developments work together to achieve the set goals, and if there should 

be specific sequencing considerations. 

 

Once again, we commend the entire HMI team for bringing this work to this point. We wish you all well as 

you look to publish final report within the set timelines. We are grateful for the opportunity to contribute.  

 

We would appreciate an opportunity to discuss, in person, issues that uniquely affect smaller entities in the 

private health sector so that the views of the smaller entities are not drowned out by the larger groups. Kindly 

advise on your availability. 

 

Regards, 

 

Dr KOP Matseke 

 

Chief Executive Officer 

 

 

 

 


