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CONTEXT
IŜŀƭǘƘ ǎȅǎǘŜƳǎ ŀƴŘ ŀƭƭ ǘƘŀǘ ǎǘǳŦŦΧ



Context ςthe use and abuse of 
ǘŜǊƳƛƴƻƭƻƎȅΧ

ÅThe history of discussions on strategic health 
configurations for South Africa have involved a 
fairly liberal use of terminology

ÅReference to National Health Insurance (NHI) and 
Social Health Insurance (SHI) has been common

ÅNHI seen as referring to a universal contributory 
system, while SHI seen as applicable to 
contributors (and their families) only



IƻǿŜǾŜǊΧ

ÅSHI actually refers to anymandatory contributory 
system with a split between the purchaser and 
the provider of service occurs irrespective of 
whether it is universal or not

ÅA universal SHI is what is referred to as an NHI

Å.ŜŎŀǳǎŜ ƻŦ ǘƘŜ άǇǳǊŎƘŀǎŜǊ ǇǊƻǾƛŘŜǊ ǎǇƭƛǘέ ǎǳŎƘ 
ǎȅǎǘŜƳǎ ŀǊŜ ŎƭŀǎǎƛŦƛŜŘ ŀǎ άŘŜƳŀƴŘ-ŘǊƛǾŜƴέ ŀǎ ǘƘŜȅ 
involve the reimbursement of service providers 
based on actual or expected activities and are to 
ōŜ ŘƛǎǘƛƴƎǳƛǎƘŜŘ ŦǊƻƳ Χ



A supply-ŘǊƛǾŜƴ ǎȅǎǘŜƳΧ

ÅWhich, when publicly provided and universal, 
is generally referred to as a National Health 
System (NHS) (using the UK nomenclature)

ÅThey are supply-driven because they involve 
tax funded publicly provided serviceswith 
limited sensitivity to unplanned activities (i.e. 
demand)

ÅSuch systems prospectively plan (hopefully) 
services for expectedactivities



IƻǿŜǾŜǊ ŀ bI{ Χ

Å5ƻŜǎ ƴƻǘ άǇǳǊŎƘŀǎŜέ ǎŜǊǾƛŎŜǎΣ ƛǘ ŦǳƴŘǎ ǘƘŜƳΣ 
with only specific inputs (drugs and 
consumables) purchased, and should be 
ŘƛǎǘƛƴƎǳƛǎƘŜŘ ŦǊƻƳ ŀ ǎȅǎǘŜƳ ǿƘƛŎƘ Χ

ÅPurchases the services through some form of 
contract with an independent supplier



What kind of system does South Africa 
have?

ÅA supply-drivenmeans-tested public system 
ŎƻǳǇƭŜŘ ǿƛǘƘ ŀ Χ

ÅVoluntary demand-drivencontributory 
multiple payer system 



LƴǘŜǊƴŀǘƛƻƴŀƭ ŜȄǇŜǊƛŜƴŎŜ ǎƘƻǿǎ Χ

ÅThat a universal NHS evolves from health systems 
that have actively subsidisedthe development of 
their supply-ŘǊƛǾŜƴ ǎȅǎǘŜƳΣ ǿƘƛƭŜΧ

ÅA universal SHI evolves from voluntary employer-
based contributory systems which have 
broadened their cover to include the entire 
population through regulatory interventions 
(subsidies, employer mandates, community 
rating, risk equalisation)



What influences the path taken?

ÅFor countries with high levels of growth, high levels of 
formal employment, and a low levels of inequality, any path 
is possible

ÅHowever, once a path is determined at some key point in 
the history of a country, it becomes difficult to change 
thereafter

ÅFor countries with low levels of formal employment and 
high inequality (a consequence of unbalanced 
development) a combination of supply-driven public 
services and demand-driven private services is inevitable

ÅDemand-driven systems require sophisticated management 
to prevent cost blow-outs and poor quality service delivery 
ςcountries without this capacity should and usually do 
prefer supply-driven systems



What do the experts say?

άIn all countries which have achieved National Health 
Insurance, this has been made possible by the gradual growth 
in formal employment and incomes. The historical pattern has 
been for voluntary schemes and schemes that are compulsory 
for particular groups of workers to grow over time, to a point 
where they can be integrated in one scheme or reorganized 
within a coherent national framework, with public services for 
the rest of the population incorporated as well. Without the 
necessary employment base, NHI would place a heavy burden 
on government fundsΦέ 

Mills A (Prof) is head of the Health Economics and 
Financing Programmeof the London School of Hygiene 
and Tropical Medicine



Pathway to universal SHI (NHI)

Phase 1

ωLarge employers, including civil service, establish medical funds voluntarily but 
leave out lower-income groups

Phase 2

ωSmaller employers access cover through open funds

ωGovernment mandates cover for larger companies and regulates against risk 
selection ςwith a gradual extension to smaller employers

Phase 3

ωGovernment extends mandate to all formally employed and introduced income-
cross-subsidies

ωGovernment either continues to regulate a multiple payer environment or 
converts to a single-payer

A universal SHI (or NHI) emerges from a multiple payer 
demand-driven system and not from a supply-driven system



{ƻǳǘƘ YƻǊŜŀΩǎ ǇŀǘƘ ǘƻ ǳƴƛǾŜǊǎŀƭ {IL όbILύ



What happens when a developing country tries to 
replace its supply-driven system with a demand-driven 
system?

ά¢ƘŜ ŜŦŦƻǊǘǎ ƻŦ ǘƘŜ /ƻƭǳƳōƛŀƴ ƎƻǾŜǊƴƳŜƴǘ ǘƻ ƛƴŎǊŜŀǎŜ ƛǘǎ ƘŜŀƭǘƘ 
care budget did not prevent private expenditures reaching 45 
percent of total health expenditure in 1999 (more than 60 percent 
were out-of-ǇƻŎƪŜǘ ǇŀȅƳŜƴǘǎΣ ǘƘŜ ǊŜǎǘ Ƴŀƛƴƭȅ ŜƳǇƭƻȅŜǊǎΩ 
contributions). This is why, in a list of proportion of households 
with catastrophic health expenditure, Columbia ranked fourth out 
of 60 countries, after Vietnam, Brazil, and Azerbaijan. The cost 
escalation is probably due to the financing method. Rise in cost per 
capita for the contributory system (74 percent between 1997 and 
2002) was comparable to the change in the subsidized system (88 
percent for the same period). By contrast, the cost per capita for 
those who continued to be served by a system based on a supply-
oriented model (the vinculados) remained under control between 
мффт ŀƴŘ нллнΣ ƛƴŎǊŜŀǎƛƴƎ ōȅ ос ǇŜǊŎŜƴǘΦέ 

(De Groote et al, 2005, pp132-133).



There is no evidence of a material difference between universal 
NHS or SHI systems, irrespective whether or not they are single-
or multiple-ǇŀȅŜǊ Χ

ά¢ƘŜǊŜ ƛǎ ŀŎǘǳŀƭƭȅ ƴƻ ŜǾƛŘŜƴŎŜ ǎƘƻǿƛƴƎ ǘƘŀǘ ƛƴ 9ǳǊƻǇŜ {IL ŎƻǳƴǘǊƛŜǎ ŜƴƧƻȅ 
better quality health care than countries with tax-financed health 
systems. For example, survival rates of cancer patients are relatively poor 
in Denmark and England, but good in Iceland and Sweden, which also 
operate tax-financed systems; the latter two, in fact, have better survival 
rates than France, Germany and the Netherlands, which all operate SHI 
ŦƛƴŀƴŎƛƴƎ ǎȅǎǘŜƳǎΦ Χ Lƴ ŀƴȅ ŎŀǎŜΣ ƻǘƘŜǊ ǎȅǎǘŜƳ ǾŀǊƛŀōƭŜǎ ŀǊŜ ƭƛƪŜƭȅ ǘƻ 
matter too; the bivariateassociations point, for example, to survival 
prospects for cancer patients in Europe being better in richer countries, 
and in countries that spend more on health care. In Latin America, where 
dedicated SHI facilities or private providers deliver care to SHI members 
and health ministry facilities deliver care to the rest of the population, 
both types of provider have been criticisedfor delivery of poor quality 
ŎŀǊŜΦέ 

(Wagstaff, 2007, p.2).



Supply-driven universal systems perform no better than 
demand-ŘǊƛǾŜƴ ǳƴƛǾŜǊǎŀƭ ǎȅǎǘŜƳǎΧ 
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Universal Systems

Cost is NOT a function of whether the system is a 
universal NHS, a universal multi-fund system, a 
universal single-payer system

NHS = national health system
MP SHI = Multiple Payer Social Health Insurance
SP SHI = Single Payer Social Health Insurance (National Health Insurance)



IƛƎƘ ŘŜƎǊŜŜ ƻŦ ŎƻƴǾŜǊƎŜƴŎŜΧ

ÅIn the more advanced health systems there is 
ultimately some degree of convergence on 
ŀǇǇǊƻŀŎƘŜǎΧ
ïSupply-driven systems start to introduce purchaser 

provider splits where this can improve operational 
efficiencies

ïDemand-driven systems try to develop vertically integrated 
strategies (supply-driven service provider approaches) 

ïBudget constraints are applied irrespective of the system

ïSupply-side regulation and price controls are applied in 
conjunction with contracting



Health systems incorporate multiple 
goals

ÅGoal 1: Improvements in health status, focusing on 
those in greatest need
ïApproach: Strategic public/community health 

interventions, including non-medical interventions
ïFunding: Always tax funded ςwith supplementation from 

international donor organisations

ÅGoal 2: Social security, involving access to personal 
health services and income protection from out-of-
pocket health expenses
ïApproach: Public and private provision of services and 

access to risk pooling mechanisms
ïFunding: Combination of tax (to achieve income-based 

cross-subsidies) and/or mandated insurance contributions

Most improvements in health status arise from the effective 
implementation of strategies related to GOAL 1 and not GOAL 2 
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South Africa

Most gains in health outcomes occur with 
government health expenditure at levels below 

US$ 500 per capita

Where are the greatest gains in health status 
achieved?

Universal systems that are able 
to establish universal and 
amalgamated social security  
strategies

Systems which split their 
public health and social 
security strategies 


