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Introduction

The association:

– 90 % private hospitals
– Engages private and public health sector issues

¬Quality and service issues

¬ Information Technology in healthcare

¬ Legislative developments

¬ Healthcare Human Resources

¬ Healthcare funding



The association

¬ Is proudly a South African citizen

¬ Submits itself to the laws and regulations promulgated in this auspicious house

¬ Recognises, accepts and respects the Minister of Health and the Department of
Health’s custodianship

Introduction



The association is concerned about the:

¬ State of healthcare in our country (both private and public)

¬ High barriers of access to affordable, quality healthcare

¬ Escalating costs

¬ Diminishing number of healthcare professionals in training

¬ Diminishing number of healthcare professionals taking flight from the public
sector, specifically, and the country in general

Introduction



The private sector

¬ Sees itself as a South African healthcare resource

¬ Is capable of contributing to the delivery of quality healthcare in the country in
general

¬ Expertise recognised in many countries, as evidenced by South African
involvement with public health delivery in the United Kingdom

Introduction



Social initiatives

¬ There is a growing demand to assist the State in providing emergency medical and hospital
services to indigent patients  (>R120m over 3 years)

¬ Rape Crisis Centres (Netcare)
¬ Community Intervention Centres (Medi-Clinic)
¬ Cataract surgery for indigent patients (Netcare, National Hospital Network, Medi-Clinic)
¬ Cleft lip and palate programme (Netcare, Medi-Clinic)
¬ Cochlear implants and surgery (Netcare, Medi-Clinic)
¬ Paediatric cardiac surgery (Netcare)
¬ Community Health Education and Awareness and Health Screenings

– Diabetes, hypertension and cholesterol testing
– Cervical cancer screenings
– Eye testing
– ‘No to Smoking’ programmes
– Providing HIV/Aids and mental health awareness material and talks

Introduction
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Total SA healthcare expenditure

 



 Comparison of Public/Private Spend Adjusted

¬ Comparisons should adjust private spend
for the following charges that the public
sector does not have:

– value-added taxation of 14%

– cost of financing investment
– rental charges

– the private sector is cross-subsiding
the state’s purchase price of
pharmaceuticals

– medical scheme solvency requirements

¬ The assumption that only medical scheme
beneficiaries consult in the private sector
is inaccurate

– The most recent General Household
Survey (2006) indicates ‘that many more
South Africans are using private sector
facilities than simply those who belong
to a medical scheme’



Total number of hospitals in SA

 



Total number of hospital beds



Ownership of private hospital sector beds



Affordability of healthcare in South Africa

¬ Approximately 15% of South Africans
have medical cover

– The percentage of formally
employed on medical schemes has
remained constant at approximately
37% since 2000

– Medical scheme membership
however comprises the bulk of tax
payers, i.e. >70%

¬ The employed but uninsured sector,
below the tax threshold, has very little if
any disposable income



SA has 27 beds per 10 000 people below the emerging market average
of 44 and the G8 countries average of 67

Source: WHO 2007

Source: HASA

Hospital beds
per 10 000
population

Year

Argentina 41 2000
Australia 40 2002
Brazil 26 2002
Canada 36 2003
Croatia 55 2005
Czechoslovakia 84 2005
Hungary 79 2005
Israel 63 2005
Kazakhstan 78 2005
Mexico 10 2004
New Zealand 60 2002
Romania 66 2005
Russia 97 2005
South Africa 27 2008



Industry Realities

Koert Pretorius
Director



¬ There is no crisis in the private healthcare sector

¬ Private hospital tariffs are reasonable and annual increases have been reasonable

¬ Private hospital tariff increases are driven by increases in underlying input costs

¬ Private hospitals make a below average return on high capital investment

¬ Increases in medical scheme expenditure on private hospitals are driven by price
and utilisation of services

Realities…



There is no crisis in the
Private Hospital Industry in South Africa

Realities…



¬ The SA private healthcare industry is a national asset
¬ By global standards, SA private healthcare is efficient
¬ Standards and service are world class and recognised internationally
¬ Medical schemes are financially sound
¬ Private sector healthcare spend is in line with developing countries
¬ The public sector requires a substantial budget increase to deal with

significant increases in demand
¬ The private sector is keen to help alleviate public sector constraints

There is no crisis in the private hospital sector



South African ranking of healthcare sectors

COUNTRYCOUNTRY ACCESSACCESS
RANKINGRANKING

COUNTRYCOUNTRY QUALITYQUALITY
RANKINGRANKING

GERMANY 1 CANADA 1

SWITZERLAND 2 SINGAPORE 2

NETHERLANDS 3 TAIWAN 3

BELGIUM 4 USA 4

SWEDEN 5 RSA PRIVATE SECTOR 5

FRANCE 6 HONG KONG 6

HUNGARY 7 AUSTRALIA 7

CZECH 8 SWITZERLAND 8

RSA PRIVATE SECTOR 9 SWEDEN 9

RSA PUBIC SECTOR 25 RSA PUBLIC SECTOR 40

MONITOR STUDY (N=40)



Private healthcare expenditure in line with
other developing countries
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There is an under-spend on healthcare at a national level

Government expenditure on health in developing countries
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South Africa’s health expenditure per capita ranks poorly
Per capita total expenditure on health (WHO 2004)



Private hospital tariffs and annual increases
have been reasonable

Realities…



Average increase in total hospital prices versus consumer inflation
and medical inflation (1999 – 2006)

Source: Private Hospital Review 2008, Stats SA,

Pure price increases – excludes
e.g. impact of new drugs or
surgicals, excludes volume
increases and case-mix changes



CPIX and private hospital inflation

Stats SA shows that overall CPIX inflation is often higher than
private hospital inflation



Medical aid fees rise twice as fast as private hospital increases

Since 2000, private hospital costs have increased at
less than half that of medical schemes



Private hospital tariff increases are driven by
increases in underlying input costs

Realities…



¬ Hospitals are capital intensive – it costs on average R1,5 million per bed to build a
new hospital

 - Cost of financing

¬ Hospitals are labour intensive

-  Wages and salaries account for approximately 70% of private hospital costs

-  Nursing salaries alone account for approximately 50% of private hospital costs

Private hospital tariff increases are driven by increases in
underlying input costs



Private hospitals make a below-average return
on high capital investment

Realities…



Benchmarking shows that the ‘supernormal’ profit argument has no basis:
Returns on Average Capital (ROACE) (1) and Economic Profit vs. other SA industries?

GRAPH TO BE INSERTED
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Private hospitals are out of business based on current 2008 NHRPL

¬ Success of the NHRPL is critical to the sustainability of private healthcare in SA

¬ Deloitte and Touche recently analysed the impact of applying current NHRPL to
the hospital sector

– It concludes that the hospital sector would lose 15c in every R1 of
revenue in 2008. This highlights how far removed the current NHRPL is
from business reality

– Any extrapolation off this flawed base would prejudice the existence of private
hospitalisation in South Africa and further impede access to health in SA



Increases in medical scheme expenditure on
private hospitals are driven by price and utilisation

of services

Realities…



Price versus Utilisation

Market consolidation has not impacted hospital price increases which avg 1,7% above
CPIX between 1999-2006



Since 1998, increased utilisation has resulted in an additional R7 billion
spend on hospitalisation

Increased expenditure
on hospitalisation '000

Impact of change in
price '000

Impact of change in
utilisation '000

1999 R 1,247,117 R 542,225 R 704,892

2000 R 612,531 R 663,261 -R 50,730

2001 R 577,990 R 701,330 -R 123,340

2002 R 2,043,623 R 999,374 R 1,044,249

2003 R 1,341,523 R 759,127 R 582,396

2004 R 3,416,897 R 290,701 R 3,126,196

2005 R 592,613 R 459,114 R 133,499

2006 R 1,846,147 R 563,752 R 1,282,395

R 11,678,441 R 4,978,884 R 6,699,557

Price versus utilisation

Source: Private Hospital Review, 2008



Medical scheme admissions to major hospital groups are up approx. 13%

Rising number of admissions

Source : Regional Business Analytics: Netcare and Medi-Clinic based on same store 2000; Life Healthcare based on same store 2002



Increased admissions with chronic diseases

Cardiac as a percentage of total admissions Diabetes as a percentage of total admissions

Source : Regional Business Analytics, 2008



Hospital admissions with indications of HIV on the increase

Typical "HIV" categories as percent of total bi l led in 16-55 
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Increased burden of disease is a global phenomenon

Source: WHO 2007



Ageing profile of hospital admissions cost schemes >R1bn

¬ Average age of a patient in a private sector
hospital in 2006 was 42,5 years compared
to 36,9 years in 2002

¬ There is a strong, near linear relationship
between age and hospital billings

¬ The higher age attributable admission rate
has not been factored into the calculation

¬ The ageing patient profile in Netcare, Medi-
Clinic and Life Healthcare hospitals alone
cost medical schemes R936 million from
2002 to 2006

Average age of hospital admission

Source : Regional Business Analytics, 2008



Realities…

¬ By global standards, SA private health is efficient
– Expenditure at the upper end of developing market levels but …
– Standards and service are world class

¬ Public sector requires a substantial budget increase to deal with
significant increases in demand

¬ Private hospital price increases have been very well contained in
the last decade aided by stronger currency and contained general
inflationary environment

¬ No evidence of supernormal profits in the hospital industry,
locally or globally



Proposed solutions

Richard Friedland



Potential solutions to access
and affordability



Potential solutions to access and affordability

Background

¬ We acknowledge that there is a substantial inequity in the delivery of healthcare
¬ Together with the public sector, we believe the private sector can play a meaningful

role in the provision of services to the nation
¬ Prior to the implementation of National Health Insurance (NHI), we believe there are

critical areas in provision of services as well as funding models that can alleviate  and
assist government in the delivery of healthcare

¬ These include:
– Addressing the skills shortage
– Assisting in meeting the Millennium Development Goals (MDG)
– Providing access and affordable solutions to employed South Africans
– Strengthening the public sector through PPPs and PPIs



Access is impacted by capacity constraints, underinvestment
and skills shortages
¬ Number of hospital beds per 1000 population is at 2,7

– Developing countries average at 4,4 beds per 1000
– G8 countries average 6,7 beds per 1000

¬ South Africa is facing a crisis of hospital beds
– State facilities operate under tight capacity constraints
– Private hospitals could only absorb another 1 million lives with current infrastructure

¬ The triple burden of disease (infectious diseases, diseases of lifestyle and trauma/violence)
exacerbates the problem due to increased demand

¬ Skills shortages have lead to vacancies in both private and state hospitals
of between 25% to 45%

¬ Challenges in the delivery of primary healthcare inhibit the achievement of the MDGs

¬ SA Health Review 2007 highlights the view that public sector healthcare funding remains
inadequate for the population served

Source on beds: WHO 2007
SA Health Review 2007 Editorial



Meeting the Millennium Development Goals



Helping to meet the Millennium Development Goals

¬The UN’s Millennium Development Goals, agreed by all nations in 2003,
 proposed the following:

– 50% reduction in infant mortality
– 50% reduction in maternal mortality
– Halting the epidemics of HIV/AIDS, malaria and TB

¬UN’s 5-year reports cites South Africa as one of the worst performing countries:
– 1 of 12 countries where infant mortality has worsened
– Rated as one of the worst in the world in terms of TB morbidity (illness)

and mortality

¬Effective and often cheap interventions exist to achieve these goals at a primary care level:
– Proactive primary and preventative care have been shown to affect the incidence of

disease, and reduced access to primary care has been shown to lead to delays in
diagnosis and treatment, which in turn contributes to disparities in health and
subsequent quality of life



Helping to meet the Millennium Development Goals

¬ The Commission on Macroeconomics and Health (CMH) estimated that scaling up a small set of priority
health interventions would halve child mortality in developing countries and yield the MDG targets for
maternal mortality, HIV/AIDS, malaria and tuberculosis [i]

¬ A study of OECD countries showed lower costs and improved health outcomes, measured by the
important indicators of lower birth weight and post neonatal mortality among countries with greater
primary care infrastructure [ii]

¬ Studies show lower mortality and better self-rated health among areas with higher ratios of primary care
physicians, while controlling for socio-demographic measures and lifestyle factors [iii]

¬ Well established that some relatively poorer countries have achieved levels of infant survival and adult
life expectancy superior to more affluent countries

–  Examples include Kerala in India, Costa Rica, Cuba and Sri Lanka. Three factors appear to
differentiate poor countries with favourable mortality: Emphasis on educational attainment,
empowerment of women and well-organised primary medical care systems [iv]

(i) Commission on Macroeconomics and Health, Macroeconomics and health: Investing in health for economic development. 2001, WHO: Geneva.
http://whqlibdoc.who.int/publications/2001/924154550x.pdf
  (ii)] Starfield, B., Shi,L. “Policy relevant determinants of health: an international perspective.” Health Policy 60 (2002): 201-218.

[i] Starfield,B., Shi,L., Macinko,J. “Contribution of Primary Care to Health Systems and Health” The Milbank Quarterly, Vol.83, No  3. (2005) 457-502.
[ii] Ayanian, J.Z., Weissman, J.s., Schneider, E.C., Ginsberg,J.A., Zaslavskey,A.M. “Unmet health needs of uninsured adults in the United States.” JAMA 284 (2000): 2061 – 2069.
[iii] Shi,l>, Starfield,B. “Primary care, income inequality and self-rated health in the United States: a mixed level analysis.” International Journal of Health Services 30 (2000):541-555.
[iv] Mechanic,D. “Disadvantage, inequality and social policy.” Health Affairs 21 (2002): 28-59.



Millennium Development Goals – proposed solutions

Two-pronged solutions:

1. Supporting and extending government funded Community Health Centres (CHC)
2. Use of existing private sector primary care centres

Community Health Centres: These are centres staffed by multidisciplinary teams

The priorities of these CHCs are to:

¬ be accessible as health needs arise
¬ offer comprehensive care for all common problems, including those detailed in the MDGs
¬ offer acute medical and obstetric care services
¬ support visiting specialist services
¬ coordinate services when care or support from elsewhere is needed, especially support for

individuals needing to address the social determinants of health, e.g. education, social
support grants and housing



Services to be offered in CHCs:

¬ In order to address the MDGs a list of 42 priority interventions and 70 treatment lines has been developed
for developing countries [i]

¬ The intervention package addresses the disease burden related to tuberculosis, malaria, diseases of
infancy and childhood, diseases and complications of motherhood, and HIV/AIDS

¬ Each intervention includes medical and nursing care and diagnostic procedures

¬ A similar list of interventions and treatments, modified for local needs, will direct the provision of services at
the CHC

[i] Christoph Kurowski; Kaspar Wyss; Salim Abdulla; Anne Mills.: Scaling up priority health interventions in Tanzania: the human resources challenge. Health Policy and
Planning 2007;22:113–127Two pronged solution:

Millennium Development Goals – proposed solutions



Millennium Development Goals – proposed solutions

Use of existing private sector primary care centres (an example)

¬ Prime Cure and Medicross run the largest private primary care network in South Africa with approximately
3 600 compliant general practitioners

¬ 100 centres with 660 GPs

¬ 3 600 GPs contracted, compliant and credentialed

¬ As a partner of the Government Employee Medical Schemes, it has GPs in almost every small town

¬ The private sector is willing to assist in meeting these goals by:
– the provision and rollout of ARVs and the TB programmes such as Direct Observation Treatment

(DOT)
– Helping provincial and municipal authorities run existing primary care centres
– Development of PPPs and PPIs in primary care



South African population breakdown
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Ensuring equity in healthcare delivery

¬     Understanding that the achievement of complete equity in the delivery of
        healthcare in SA is a process that will be achieved over time

¬     Prior to the implementation of a NHI in South Africa there are concrete
        measures to improve affordability and improve access

¬ Access:
New model of delivery for those employed but below current affordability levels

¬  Integrated primary care, secondary and tertiary care services
¬  New build infrastructure with new delivery models required

¬     Affordability
¬  Different approach that embraces the principles of solidarity and further
     allowances to achieve affordability
¬  Current restrictive regulatory and policy environment makes it difficult for 
     private hospitals to offer services targeted at low-income patients



Insured formally
employed +
dependents

(7 million)

Uninsured formally
+ informally
employed

(9-13 million)

Uninsured
employed

(25-28 million)
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Expected future health delivery model leading to a NHI platform



Tenets of a new delivery model for private access, supplementing state, 
for an additional 9 – 13m

Comprehensive package:

Primary care + tertiary care + HIV care

Addressing affordability – only to be allowed for tier below those covered by medical
schemes:

–   Restriction of Prescribed Minimum Benefits (PMBs)
–   Drugs at state tender prices (25 – 50% saving) – limited to EDL
–   Vat exemption on medical cover (14% saving)
–   Non-continuation membership
–   Income band restrictions
–   New model of facilities in appropriate locations
–   Employer subsidy
–   Package of approximately R200 – R300/month
–   Fully transparent, sustainable, minimal returns (cost of capital +2%)



Proposed solutions
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Potential solutions to the skills crisis



The shortage of skills is the most important rate limiting impediment
to better healthcare

¬ South Africa has an estimated shortage of approximately 40 000 registered nurses

¬ Current training output of approximately 4 400 registered nurses per annum is insufficient to
close the skills gap

¬ Private sector currently trains approximately half of registered nurses, and two-thirds of the
enrolled nurses graduating per annum, yet only own 20% of hospital beds

¬ There are several bottlenecks that prevent the resolution of the skills deficit

¬ There are several innovative ways to relieve nurses of non-nursing tasks and to focus our
efforts on mid tier nurses

¬ Besides nursing the private sector is actively involved in the training of paramedics and
pharmacy assistants



These solutions to skills shortages need to be enabled
by legislated structures

¬ Pending legislation and regulations be promulgated to expedite already agreed-upon
structures and processes

¬ The new Scope of Practice Regulations, in terms of the Nursing Act, Act 33 of 2005,
needs to be published so that stakeholders can re-align their training strategies

¬ Public and private sectors should be encouraged to collaborate at a provincial level and
empowered to deliver local solutions

¬ Public private training initiatives at local level, e.g.

– Training providers, both public and private, should engage urgently at
provincial level to determine and share resources such as nursing training facilities
and lecturers

¬ Re-introduce the one-year post-basic training programme for midwives – this would
greatly impact on improved maternal and infant outcomes



These solutions to skills shortages need to be enabled
by legislated structures

¬ The future of bridging courses for enrolled nurses needs to be clarified – only way in which the

private sector can contribute to the training of registered nurses at present

¬ Consistency is required regarding the number of students the private sector is permitted to
train per year and per course which impedes the continuity of training programmes extending
beyond one year

¬ A collaborative effort is needed to forecast the number of nurses required to meet current and

future healthcare needs in South Africa

– Lack of an agreed-upon nursing staffing ratio model so that realistic training and staffing

needs can be determined



The training of mid-level workers will greatly alleviate the skills shortage

¬ The industry needs to expedite the introduction of mid-level workers to reduce the load on
nurses and remove some of the non-nursing tasks:

– Phlebotomists
– Clinical Engineering Technician Assistants
– Care Workers
– Surgical Technologists/Operating Department Practitioners (needs HPCSA recognition)
– Ward secretarial assistants/clerks

¬ The private sector would welcome being involved with the training of doctors and specialists



A NHI environment will require significantly more health professionals

Source: WHO



Strengthening the public sector
through PPPs and PPIs



Strengthening the public sector through PPPs and PPIs

¬ The main objective of PPPs all over the world is to ensure the delivery of well-
maintained, cost-effective public infrastructure or services, by leveraging private
sector expertise and transferring risk to the private sector

The private sector manages several PPPs both in SA and the UK:
South Africa
¬ The Universitas/Pelanomi PPP in Bloemfontein
¬ Settlers/Port Alfred PPP
¬ Lesotho Government PPP for a 390-bed hospital and provision of

primary care and tertiary services
¬ Humansdorp PPP
¬ Polokwane Hospital Renal Care
United Kingdom (for the NHS)
¬  Largest mobile cataract service – 44 000 cataract operations
¬  Walk-in GP and nurse primary care centres
¬  NHS hospitals and provision of services
¬  Diagnostic radiology and imaging services



Strengthening the public sector through PPPs and PPIs

We would like to offer several PPIs and PPPs:

¬ Waiting list initiatives

¬ Management of facilities

¬ Current PPPs in South Africa are a Build, Operate and Transfer Model (BOT)

¬ We are willing to take full clinical risk as in the UK for the NHS and Lesotho

¬ We are willing to offer PPPs across primary care, diagnostics,
emergency services and hospital services



Summary



Summary

¬ HASA and the private sector remains committed to assisting government in improving access
and affordability and meeting the social transformation of our society

¬ The regulatory environment is not conducive to finding solutions and we would welcome the
opportunity to work with Parliament to find solutions (and avoid public confrontation)

¬ We would welcome the opportunity to explore with the committee the following:
– Primary care proposals
– New private delivery platform to supplement state care for employed

but not medically insured
– Public and private sector negotiations on efficient use of capacity in the industry
– Suggestions to alleviate the skills crisis
– Suggestions on effective PPPs and PPIs



Thank you


