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Privatisation: The 
various interested 

parties 

Privatisation of health care in South Africa is an attempt to shift state 
responsibilities for welfare and essential services to private enterprise. This move 
is politically and economically advantageous to the state and private enterprise. 

Political aspects of privatisation 

Privatisation in South Africa depoliticises health by shifting the emphasis on the 
racial inequalities within the state health care delivery system to a class-based 
system. The latter would cater for those who can pay high fees or who are fully 
covered by medical aid schemes. 

Economic issues in privatisation 

Economically, privatisation means that health care becomes a commodity. The 
profit motive is introduced into die previously state-provided sector. Introducing 
the element of profit as a motive for health care delivery raises certain issues, 
such as the following: 
- what type of health care will be offered? 
- where will these services be made available? 
- to whom will these services be available? 

Prognosis for privatised health care 

If the concept of privatisation conforms to the principles of capitalist 
accumulation then the type of services provided will most likely depend on 
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A patient recuperating from an open chest operation at a private clinic 

profitability and patients' ability to pay. In that case, these services will be 
predominantly urban-based, curative, sophisticated, and expensive. The private 
sector, despite its overtures for preventive and essential programmes, is unlikely 
to be prepared to provide low profit services. 

Privatisation vs. the existing 
health care delivery system 

The argument for privatisation is a convincing one in the light of the 
inadequacies of the existing health system in this country. It captures the 
attention of many people who, like the advocates of privatisation, are reluctant to 
see the health problem as an integral part of the political, social, and economic 
structures in South Africa. Yet the arguments for greater efficiency and cost 

containment, convincing as they might seem, are addressing the symptoms and 
not the causes of the health problems in this society. 

Privatisation and free enterprise 

The proponents of privatisation interpret the concept according to the interests of 
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Privatisation addresses symptoms, not causes of health problems 

those groups advocating the "free market solution". These groups reason that 
health is a privelege, not a right and therefore can be distributed according to the 
supply and demand forces of the market. 

The privatisation lobby 

The private sector which advocates privatisation of health care consists of private 
health industry and services (eg private practitioners and hospitals, medical aids 
and pharmaceutical companies) and economists and business management 
consultants who support this sector. 

These interest groups support privatisation on the basis that health care for 
profit will be more cost effective/efficient and more efficiently delivered than 
health care in the public sector. The market, it is claimed, introduces competition 
which in turn will promote a high standard of service. The profit motive will 
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ensure competent and appropriate costing strategies. To achieve these ends, health 
institutions, like any other business, will be run by business managers. 

Some advocates of privatisation also promote the idea of "freedom of choice" 
in health, i.e. that patients will be able to shop around for the best care available, 
rather than being forced to utilise public services with all their inconveniences. 
This attitude seems to indicate the target population envisaged by the private 
health industry, for only the affluent or insured would be in a position to make 
this choice. 

Proposals made by the privatisation lobby 

Various strategies are proposed to "overcome" the limited access to private health 
care. The private sector is lobbying for deregulation and changes in legislation to 
"free" health services from the restraints of the present system. For example: 

1. Changes are being sought to allow for the introduction of group health 
practice such as the health maintenance oiganisations (HMO's) of the USA. These 
HMO's are pre-paid membership schemes which offer services to members in 
accordance with a subscriber's level of contribution. 

These pre-paid schemes are being promoted as an alternative to the fee-for-
service model applied in South Africa. It is claimed that the fee-for-service 
practice, rather than encouraging cost containment, encourages over-utilisation of 
services by doctors and patients. 

Health maintenance organisations, it is claimed, have inbuilt incentives for 
cost containment, e.g. patients are entitled to treatment only in accordance with 
pre-paid contributions; physicians are paid per enrollee not service; and physicians 

An artist's impression of Lesedi Clinic 
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A large number of private hospitals are AFROX business ventures 
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One suggested measure of cost-containment is separate 
catastrophic cover 

are subject to peer review. All these suggestions are cited as solutions to 
"overtreatment" of patients. 

2. Changes in the medical aid structures are suggested as part of the cost 
containment strategy. The call is for flexibility of schemes and prepaid health 
insurance. Both of these may offer packages to suit the patients predicted 
requirements and both offer levels of entitlement in accordance with 
contributions. The lower the premium the more basic the care, the higher the 
investment the greater the care available. 

Incentives such as no claim bonuses, co-payment by patients and separate 
catastrophic cover are also being suggested as methods of cost containment in 
health care delivery. All of these proposals are based on the assumption that the 
patient can predict their disease profile. 

Private doctors, medical aids, 
and the pharmaceutical industry 

A local financial newspaper reported in November 1985, that medical aid tariffs 
had increased 500% since 1975. 
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The cost of private health care in South Africa is very high. The causes of this 
cost escalation are being debated by the private health industry, each sector 
blaming the other for this state of affairs. 

Private practitioners are "over-servicing", patients are "over- using", 
pharmaceutical companies are "over-marketing", private clinics and medical aids 
are "over-charging". 

Medical schemes, in their search for cost containment measures, are lobbying 
for legislative changes which will allow for flexibility of medical cover and the 
removal of guaranteed payments. Medical aids blame doctors' tariffs, over-usage of 
services and drugs by doctors and patients, and the high cost of medication for the 
increases in medical aid contributions. 

Doctors, in turn, lay much of the blame for their problems on the medical aid 
system. They are reluctant to forego guaranteed payment as a means of containing 
costs. Instead they are suggesting alternative methods of cost containment, e.g. 
responsible self medication, co-payment by patients and subsidised care for those 
who cannot afford expensive care. 

This merry-go-round fails to address the fundamental causes of and solutions 
to health and ill-health. 

Conclusion 

All of these debates and "solutions" reflect the different interests of the various 
sectors of the private health industry. The privatisation platform is debating 
health care at the level of symptoms and not the causes of health care deficiency 
in South Africa. The primary aim of the interested parties is cost and efficiency. 
This is in stark contrast to the fact that the health care deficiency is caused by 
disproportionate distribution of the human and material resources of health. 
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