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People’s health in South Africa is in the midst of a severe crisis, with a high burden of disease, and frag-
mented and dysfunctional health services. We are re-igniting our Critical Health Perspectives (CHP)
series with a fresh face. Our first focus is on the health system transformation we would like to see with
the implementation of National Health Insurance (NHI) currently under way. Our first issue gave a brief
history and basic introduction to the NHI process. This, the second issue, looks at the financing of NHI
and involvement of the private sector. First, we will unpack current financing of the health system and
the proposed NHI financing structures, and provide a critical analysis of these. Then, we will outline a
vision for an equitably-funded People’s NHI. Further CHP issues will look at governance and commu-
nity participation in the NHI policy process, the recent ruling on the Certificate of Need for healthcare
practitioners, and the contested meaning of Universal Health Coverage.
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, Critical Health Perspectives (CHP), published by the People’s
G fo', Al bl Health Movement-South Africa (PHM-SA), are short editions crit-
) People s Health Movement ically analysing the health system of South Africa. They aim to
: South Africa take a deeper dive into some of the health problems we currently
www.phm-sa.org u n PHMSA1 face, scrutinising their root causes and discussing potential solu-

’ ’ @ tions to these complex issues. Originally started in 2005, CHPs are
written by activists, academics, and experts in their field to spark
debate on the most pressing issues in health today. The views ex-
pressed here do not necessarily reflect the view of all those who
have identified with PHM-SA.




Introduction

South Africa’s (SA) health system is highly inequitable and inefficient. Inequality in wealth and health
remain among the widest in the world. Of the 8.5% of GDP spent on health care, half is spent in the
private sector catering to the wealthiest 16% of the people — the socioeconomic elite who can afford
medical scheme membership and out-of-pocket (OOP) payments for private care [1]. The remaining
84% of the population, who bear the overwhelming share of the disease burden, depend on the

chronically under-resourced public sector.

This is a striking example of the Inverse Care Law,
which states that “the availability of good medical
care tends to vary inversely with the need for it in
the population served” [2]. In SA the average per
capita spending on health care each yearis R17,225
for the rich, and R4,480 for the poor — those who
bear the overwhelming share of the disease bur-
den [3]. There is one government-employed doc-
tor for every 2,457 people not covered by medical
schemes compared to one medical scheme-regis-
tered doctor between 429 and 571 people in pri-
vate care [4].

The inverse care law operates best where medical
care is mostly privatised and exposed to market forc-
es. After almost 3 decades of neoliberal austerity un-
der Growth, Employment and Redistribution (GEAR)
macroeconomic strategy in SA, the public sector is
massively underfunded and dysfunctional. It is often
unreliable and lacking in specialist services. Mean-
while, the Competition Commission’s Health Market
Inquiry (HMI) found that the private sector is neither
efficient nor competitive [5]. It is mired in its own cri-
sis of fragmentation, incoherence, and the high and
rising costs of health care and medical scheme cover.

The NHI Bill

The government under the African National Congress (ANC) describes National Health Insurance (NHI)
as a health financing system to pool funds and purchase quality, affordable health services for all South
Africans based on their needs and irrespective of socioeconomic status [6].

Financing NHI is contentious [1, 7]. The NHI Bill
is vague in terms of mechanisms of payment for
health care providers accredited through NHI. The
current 2019 Bill proposes a single-payer system,
where a future NHI Fund will collect and pool the
funds for health care on behalf of the entire popu-
lation. The funding will come from four proposed
sources: general tax revenue, reallocation of fund-
ing from medical scheme tax credits, payroll tax,
and a surcharge on personal income tax [6].

A single-payer system is pro-equity, and enables
negotiation over the prices of medication, treat-
ment, and services without escalation of costs as
they are managed through one fund [8]. In con-
trast, the multi-payer system that SA currently has
allows multiple entities such as insurance compa-
nies to collect and pay for health care. Multi-payer
systems are harder to regulate with higher admin-

istrative costs, and diminished purchasing power
and efficiency as multiple entities compete [9].
Overwhelming evidence shows that a single-pay-
er system performs better in terms of risk pooling
and negotiation, and achieving equity in health
care [8, 10, 11].

The current policy clearly specifies the NHI fund as
the sole purchaser of services. Those committed
to the free market, and powerful vested interest
groups reject the idea of a single-payer system [7,
12]. Instead, they argue that we already have Uni-
versal Health Coverage (UHC) [13], ignoring the
need to promote and achieve equity — a funda-
mental principle of UHC [14]. Instead they argue
for continuation of a multi-payer scheme-based
system that will inevitably entrench a situation
where vulnerable populations continue to receive
inadequate or inferior health care [15]. These argu-
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ments appear strongly in their submissions to the
NHI Bill and media representations of NHI [7, 16],
which often feature so-called ‘independent’ think
tanks that promote free-market policies at the ex-
pense of public benefit.

NHI cannot cover all health care services for all
people. Instead, the NHI Bill proposes a “service
benefits” package - a list of conditions and health
care services to be covered by NHI. This list has not
yet been determined. What it eventually includes

will influence both financial and operational plan-
ning. It will also influence how equitable the sys-
tem is. To achieve equitable health care for all re-
quires more than coverage of certain health care
services or a change in financing of the health sys-
tem. It requires an approach to provision of health
care that is rights-based and in the interest of the
people, being both responsive and accountable to
their needs.

The private sector in South Africa

Currently, expenditure in the private sector in SA amounts to over half of all expenditure in the health
system [17]. This expenditure covers only 16% of the population who are the wealthy minority that can
afford the expensive cost of treatment in the private sector and contributions to medical schemes [1].

The private sector in SA comprises a range of
for-profit and not-for-profit actors [18]. Different
groups of actors will be impacted differently by
NHI. For example, private health care providers
and private health facilities, who operate on a
for-profit basis, will still be able to provide servic-
es if they are accredited under NHI. On the oth-
er hand, medical schemes, who are registered as
non-profit organisations, are only able to provide
complementary cover according to the current
Bill, i.e., cover for services not included in the
benefits package of NHI which is yet to be de-
termined. We refer mainly in this section to the
for-profit medical scheme-based providers.

The SA Competition Commission conducted
an in-depth review of the SA private sector, the
HMI, and published its findings in 2019 [5]. It
found that the private sector was characterised
by high and rising costs of health care and med-
ical scheme cover; overutilisation by users with-
out demonstrated associated improvements in
health outcomes; and restricted competition in
the market due to highly concentrated funders
and facilities, disempowered consumers, poorly
regulated practitioners and a lack of accounta-
bility at many levels [5]. The issues in the private
sector were illustrated clearly during the COV-
ID-19 pandemic, as SA private health facilities’
profits soared [19, 20], when large numbers of
people were unable to access basic, life-saving
carein SA.

The recommendations made by the HMI were ex-
tensive and detailed [5]. The private sector utilises
a fee-for-service system that has been determined
globally to be the single most influential driver of
costs in health service delivery [21]. The HMI recom-
mended a single comprehensive benefits package
combined with a mechanism of equalising the risk
between medical schemes. It was advised that this
benefits package should be determined through a
negotiating forum for all practitioners to set a max-
imum price for prescribed minimum benefits [21,
22]. Further recommendations included addressing
the pricing of services, licensing in provinces, and
health services monitoring in the form of a sup-
ply-side regulator and economic value assessments.

Most stakeholders, including actors in the private
sector, appear to be in support of the HMI recom-
mendations. However, there has been little, if any,
move towards implementation since 2019 when
the Competition Commission released its report.
We must ask why the government and its regula-
tory agencies, particularly the Council for Medical
Schemes, seems not to have made any progress
towards implementing the regulatory reforms
specified in the recommendations of the HMI. The
state, whose objective should be to provide equi-
table health care to all in an accountable manner,
appears unable or unwilling to implement reform
that will limit the power and profitability of the pri-
vate sector. It's tempting to think that vested inter-
ests may be involved.
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Despite their apparent agreement in press releases
[23, 24], or what they may say to support the prin-
ciples of UHC, private sector resistance is powerful
in SA and they are attempting to block health sec-
tor reform that does not benefit them. The private
sector’s overall objective is not to provide health
care to those in need. Private hospitals in SA are
profit-driven, and although medical schemes are
registered as non-profit organisations, many big
schemes are listed on the Johannesburg Stock Ex-
change. Their accountability is not to patients, but
to shareholders.

During the pandemic, the government appears
to have taken “lessons for implementation” of NHI
from its partnership with the private sector. One
publication looked at the insights of contracting the
private sector for critical care during the pandem-

ic, and highlighted how gaining trust of the private
sector is important in achieving public health goals
and argues for the development of national-level
capacity for public-private engagement [25]. In-
volvement of the private sector in the pandemic re-
sponse is closely linked to the development of NHI.
The “constructive” cooperation between the public
and private sector should be heeded when consid-
ering how implementation of NHI might unfold in
SA. Implementation of the HMI recommendations
should be advocated for, but NHI must complete-
ly change the institutional arrangements for both
the public and private sectors. The key question is
whether mere systems reform can eliminate inequi-
ty to provide all with good health care according to
need rather than means.

Universal health coverage
vs. universal health care

To further understand the private sector’s role in NHI, let us unpack how UHC is framed and
understood at both the global and national level, and how this framing can be utilised as a vessel
for private sector gain. There has been a shift in global policy discourse from universal health care

to universal health coverage.

Universal health care approaches have historically
been associated with defending the need for
strong public health systems as an essential
mechanism for (1) decommodifying health
services, and (2) em-phasising a preventative
health care approach. Care, therefore, implies a
caring relationship between provider and
recipient based on shared human val-ues such as
equity and quality of care. Coverage, however, is a
market-oriented statistical concept concerned
with the number of beneficiar-ies covered by
medical schemes [26]. This shift from care to
coverage is a shift away from the thinking of health
as a universal human right towards health as a
marketable commodity [27]. The inverse care law
operates strongly where health care is most ex-
posed to market forces [28].

Universal health coverage is only one aspect of
uni-versal health care. UHC systems such as NHI
are de-signed to universalise coverage through a
common

financing pool and regulation of an array of private
and public providers rather than providing univer-
sal access to care [27]. When UHC insurance-based
models are implemented, ambiguities in this dis-
course can be exploited to promote a market-driv-
en model. A combination of pooling of funds and
private provision becomes a way for private cap-
ital to extract profits in the system [27]. This mar-
ket-driven discourse of coverage contrasts sharply
with the vision of Primary Health Care in the Alma
Ata declaration that envisioned integrated, com-
prehensive health systems organised to promote
equity and driven by community needs [29].

The SA NHI Bill specifically mentions striving for
universal health coverage, not care. The private sec-
tor in SA is structurally aligned to maximise profits
which supports the inverse care law, and does not
align with the equity-based vision of health for
all. For equity, universal health coverage requires
cross-subsidisation from the rich to the poor, and
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from low-risk to high-risk groups [30]. This can only
be achieved through public financing, where the
state has a role to raise revenues according to peo-
ple’s ability to pay and allocate pooled resources
according to health needs [31]. Currently, the NHI
Bill is not clear as to whether taxation financing
NHI will be progressive or regressive, so we are un-
able to determine whether NHI will be equitably
based on a system where those with the ability to
pay more, do so. Regressive taxation such as VAT,
or a flat rate increase in income tax can exacerbate
inequality with a deleterious effect on the health
of low-income individuals and households.

In addition, continuing corruption and poor man-
agement in the public health sector impedes SA’s
ability to implement a successful and accountable
NHI system that moves towards universal health

care.Theargument that the current SA government
and health department are unable to successfully
implement and manage such a large state-owned
fund is valid. Clear accountability mechanisms in-
cluding active involvement of civil society organ-
isations could mitigate these risks. However, elim-
inating corruption will not cure the health system
entirely. The underlying reason for the poor state
of the public sector is severe underfunding af-
ter three decades of austerity budgets under the
government’s neoliberal macroeconomic policy.
Nonetheless, we maintain that involvement of the
private sector, or a multi-payer system is not the
solution. Below we outline how achievement of
universal health care could be achieved through a
People’s NHI.

A People’s NHI

To overcome the realities of a corrupt public sector, and a private sector motivated by profit, we
need to build consensus from below and advocate for universal access to health care from the

ground up.

PHM-SA advocates for a People’s NHI: one which
is equitably financed through a single-payer,
pro-public system where meaningful communi-
ty participation in decision-making is central and
health is provided for all on the principles of social
solidarity and universality. We believe that health
care should be approached not as a commodity,
but as a human right.

Financing of NHI needs to be clearly outlined in
the Bill or future NHI policy documents prior to its
implementation. We support progressive taxation
such as an incremental increase in income tax rates,
an increase in company tax, or salary exempted fi-
nancial transaction tax based on the principle of so-
cial solidarity, allowing those with greater financial
income to support those with a lesser income. The
mechanisms of financing of NHI should be decided
by a transparent, participatory, and evidence-based
process that is insulated from the influence of the
private sector. Engagement should take place with
all stakeholders (communities, civil society, private
sector, research institutions, and others) throughout
the policy making process. Participation of vulnera-
ble communities should be actively sought (and will

be further discussed in future CHPs). Private sector
involvement should be transparent and managed
in a way that their powerful and vested interests do
not hijack or restrict the process.

Many lessons can be learnt from other countries.
For example, a study of 11 countries, both high and
low income, that implemented reforms to move to-
wards UHC revealed several commonalities which
should be considered when implementing NHI in
SA [28]. First, cross-subsidisation is needed which
must be done through a publicly-funded system.
Secondly, economic growth was not a necessary
prediction for starting to move towards UHC. This
is important in SA, as given the instability of our
current political and economic environment, some
critics believe there is not capacity to successfully
implement NHI at this time. Instead, current condi-
tions could be viewed as a window of opportunity
to implement real change in the system. Finally,
the study found that social movements play a cat-
alytic role in putting UHC on the political agenda
and the ability to implement meaningful change.
This last point is most important to note when ad-
vocating for a People’s NHI in SA.
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Countries such as Brazil, Thailand, and India have all
implemented UHC systems which have increased
coverage to some extent in their countries [32,
33]. However, all three utilised an insurance-based
model of fund pooling coupled with increased
private provision of health care which resulted in
decreased efficiency and equity in these countries
[27]. There is much evidence that private sector
involvement in health sectors can be damaging
[34-36]. The World Health Organisation highlight-
ed how a “hands-off or laissez-faire approach” to
governance has resulted in the growth of unreg-
ulated commercialisation of health with resulting
inequitable access, impoverishing costs, and ero-
sion of trust in health care that constitutes a threat
to social stability [37].

A multi-payer system where multiple private insur-
ance companies exist has been shown to be dam-
aging and costly to a country’s health system. The
US is the only high-income country (HIC) that does
not have a universal health insurance model [10].

A systematic review of economic analyses of in-
troducing a single-payer health financing system
in the US found that a single-payer system would
reduce health expenditures in the US while provid-
ing high-quality insurance to all US citizens [10].
Implementation of a single-payer system in the
US would have additional benefits including a re-
duction in unemployment with workers receiving
higher wages, and lower insurance premiums and
OOP expenditures [38].

Although SA is vastly different from a HIC such as
the US, the underlying principles of universal ac-
cess remain the same. These can only be achieved
through a single-payer, pro-public system. Volun-
tary insurance schemes designed for the benefit of
members tend to benefit an elite group of people
at the expense of the rest of the population [39].
We call for a People’s NHI — one that is driven by the
people and for the people - ultimately providing
access to health for all in SA.

Conclusion

To provide universal access to health, focus should not be placed on how best to include the private
sector. Instead, we should be asking how best to reform existing public systems to provide health
for all. The current public system in SA is characterized by corruption and lack of accountability, and
requires massive transformation. These systems need to be reclaimed by citizens and reformed in the
interest of the people [27]. There is much to lose if actors with vested interests prevail in implementing
an NHI which continues to exacerbate the inequalities we experience today. But at the same time,
there is much to gain if we advocate for a system that is socially just and equitable. We must continue
to fight for universal access to health for all through a public system that is accountable and inclusive.
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ABOUT THE PEOPLE’S HEALTH MOVEMENT

The People’s Health Movement South Africa (PHM-SA) is the South African Chapter of the Peo-
ple’s Health Movement, a global network of grassroots activists, civil society and academics,
predominantly from low and middle income countries. PHM-SA was started in 2003 by a small
group of health activists, and launched in 2007 with its Right to Health Campaign. The mission
of PHM-SA is to improve the capacity of individuals and communities to realise their right to

health and health care, and to advocate for a Primary Health Care (PHC) approach, as defined in
the Declaration of Alma Ata. PHM uses the term PHC in its broad, developmental sense, affirm-
ing health as a social, economic and political issue and, above all, as a fundamental human right.
Fulfilment of this right requires not only universal access to excellent, equitable health services,
but also concerted intersectoral state action to address the social determinants of health.
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