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Will National Insurance heal our health system?

NTHEC

The ANC is aware that there are serious problems with South Africa’s health sector. It is
currently considering a report on a new National Health Insurance (NHI) System. Alex van
den Heever looks critically at these proposals and argues that it is the wrong way to go.

o current debates concerning  how it will be collected. is framed around the following
I NHI have rased concerns in ~ To clim benefits every ciizen  argumens
many quarters that necessary  will require an identity card issued  There is an unequal distibution of
reform to the health system will by the NHIA To access health health resources between the public
again be sidetracked. The need for  services every person in South and private systems with 3% of Gross
reform in the health sector is clear to  Africa will need to register witha  Domestc Product (GDP) spent on
all.The current response is however  service provider like a clinic or the public health system and 5% on
ot that clearas current proposals  doctors'practice. The service the private system. About 40 million
are abstracted from the reality provider will receive a fixed foe for  people use the public system wihile 8
Although noble gosls are trofted out each registered person, whether or  millon use the private system.
by the ANC, the reasans for the ot the person uses the service. Also the report argues that the
proposals make ite economic, Foes per person, or per capita,will  general tax syste together with
financial,or institutional serse. be negotiated centraly medical scheme contributions does
Government will continue to ot suffciently tax the wealthy.
WHAT HAS BEEN PROPOSED? fund public hospitals although it Government grants a tax subsicy to
Areport submitted to the African  can also contract private hospitals  medical scheme members valued at
National Congress (ANC).in February  to provide public health care. around R10billion,which is unequal
2009, outlined a proposed NHI.This and amounts to a government
included a public entity,the National  PROBLEMS WITH REPORT subsicy to the private sector.
Health Insurance Authority (NHIA)  The recommendations in the report
‘which wil fund universal health care  to the ANC were accompanied by WHY REPORT MISLEADS
in South Africa. The NHIA will bea  aggressive rhetoric against the The reasons given in the report for
nationa body with national, regional private health system and medical  introducing general health reform
and district structures. schemes. This included that private have ltle to do with a proposed NHI
The NHIA will eplace the health expenditure is spiraling out  option.
authorities that presently the of control and the private sector is  There is no evidence in any study
provinces arrange, fund, and contract  responsible for the poor showing that the collapse of the
for heatth services and will have performance of the public health  public system is in any way linked to
most of the seme functions currertly  system the private system or medical
assigned to the national Department  Th report also blames medical  schemes.
of Health (DoH). The NHIA public  schemes for dumping patients on Medical schemes are required to
entity will receive all funds aised for  the state when their funding runs  risk pool, meaning that everyone
the public health system. out. It therefore argues that medical  pays the same contribution 5o that
The report proposes a progressive  schemes should not form the basis  the young and healthy in effect
tax (the more you carn,the more you  of an NHI subsiise the older and more sickly
pay) paid half by an employer and “This rhetoric against medical wihich prevents them dumping'any
Palf by an employee. It provides no  schemes appears to form the basis  patients on the public system.

estimation of the value of this tax,or  for a rationale to introduce a NHI. It Schmes are also required to pay the





[image: image2.png]full cost of any public hospital
trestment and members cannot
therefore run out of benefis for
hospital care.

The medical scheme per capita
expenditure has remained constant
for six years,with total expenditure
now falling below that of the
public systom. Nonhealth
expenditure has been constant for
seven years,and its coverage has
increased from 14% of the
population to 16% from 2004 to
2008.Thero is no evidence of a cost
spiralin the privata sector. o no
reason for NHI can consequently
be argued from private sector
costs

The establishment of a paralll
authority the NHIA, which
duplicates the functions and
powers of the existing health
department,also makos little sens.
The DoH can aiready allocate
funds, make policy,propose faws
and impose policy on provinces.

Provincial departmens of health
4150 have immense powers to make
laws, allocatsresources, endor
sorvices, and contract for services
The fact that government xercises
these powers inadeqately at the
moment incicate that should there
be a single payer through the NHIA
this will not necessariy ensuro
proper service delivery

The proposed governance model
for the NHIA s no diferent to that of
the exising national government
department with a Chief Execttive
Officer (CEO),appoirted by the
Miister of Health Infact no good
reason forthe establshment of NHI is
provided anywhera in the ANC
report.

Furthermor, there s no
explanation n the roport as to why
the mode deviates from intornational
benchmarks which requira that
independent boards appoit, oversee
and remov CEOs. This opens the
NHIA o politcal interference,
whersa it should ba independant.

PROBLEMS WITH FINANCES
Using the South African Social
Security Agency as a model, which
has a budgat of Ré-billon per annum,
the NHIA, which proposes to engage
in vastly more complex activities, is
tikely to have a minimum budget of
at feast REbillon per annum, which
is 400% more than the cost of a
current district admiristration
budget. Thus, bafora any health
services are funded, an organisation
will e established with a bucget
equivalent to the cost of ight
academic hospitals the size of
Johannesburg Hospital. This despite
the possibilty of the DoH being
Festructured to perform al the
Proposed functions of the NHIA.

Tha ANC report suggests that
government funds will be allocated
on an offbalance-shaet basis'to the

NHIA.This means it will not fal
under the scrutiny of the national
Treasury and Parliament. Given the
sums of money involved, such a
proposal has lttle merit and can
never be approved,

The proposed raising of an
additional R8O to R100-billion, is
financially crazy and without
precedent, The report mativates
that such funds will be used to
establish a universal comprehansive
health service when added to the
existing cost of public health
servicas, However, how thesa funds.
will ba spent, and practically how
they will relate to existing sarvices
is not stated.

Government revenue estimates
for 2009/10 stand at RE50-billion so
the proposed R8O to R100billion
would require a 12.3% to 15.4%
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special aarmarked health increase in
taxes.The ANC has nt investigated
the negative implications of such a
large increase on tha sconomyAside
from this, it Is reasonable to ask
‘Whether the health system merits
such a disproportionata rise in
funding relative to education, social
dovelopment,and housing

“This proposed tax does not taka
public interest into account. Ifthera
is a problem with the current
progressive generaltax system,the
Solution s to reconfigura the tax
systam. If extra funds are required for
the public health system these
should be fundad out of the general
budget,either through redirecting
funds from other programmas or
through incraased taxation.

“The proposals to the ANC to make
every citizen’” register with a health
provider who will receiva a monthly
prepayment per enrolled person are
absurd within the South African
context.First thera will ba a need to.
maintain an Up to cate national
population register. Also per capita
payments to health providers i open
1o fraud as a doctor could for
exampla claim payments for
someone who has passed away The
money would ba better spent on
improving government or contracted

Furthermore, moving away from a
nurse-based system to doctors is a
luxury given South Africa’s levels of
development.

Also,the average income of
doctors in the private system is
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double that of the public system so
the budget will have to risa from
around Rbillion to R12billion as it
will not be possible to pay doctors
different rates.The specialist bill
willrise from around Ré-billion to a
minimum of R&illon. In total
government wil need to spend
R10billion befora adding any new
doctors or specialists

I the ANC report assumes that
the extra money, fundad from tha
earmarked health tax, will double
the number of doctors and
specialists availablo to poor people,
an additional budgat of R20billion
will be naaded. The doctors”
practica costs are roughly twice the
income doctors’ earn, suggesting
that an amount of R4O-billion would
be required to doubla the existing
Rumber of doctors and specialsts,

‘The report also makes no clear
proposals around access to public
hospitals.

Research parformed for the
Financial and Fiscal Commission
suggests that public hospitals ara in
such a bad state that it would take
minimum of 15 years, with large
annual increses in the budget for
them to even compara to private
services. The current costs to run
public hospitals is around RS-
billion per annum, with a nead for a
minimum of 170 000 new nurses,
which presently do not exist. The
privata hospital syste is only able.
to absorb roughly 5 million new
patients in the madium term.

Ultimately however,the higher

income groups, and tha doctors and
specialiss that serve them, will
always remain outside the proposed
NHI system. Government should ba
sensible and stop trying to get 8
million higher income paople into a
public system, and focus instead on
the most costeffective means to
incrementally expand the stata
system. It really has no other option.

CONCLUSION
The proposals to government on
NHI have not been properly
thought through, and in many
instances are without rational
connction to the South African
context.The serious flaws in the
proposals pose a ealrisk that no
Serious health reform wil occur.
Attention and scarce funds will ba
diverted down anther blind alley
with devastating consequences for
the population as a whole.
Unfortunately, s with similar
mistakes in the past, those
responsibio will avoid
accountaby o
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