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Healthcare demands are rising globally as a result of demographic 
changes, ongoing development of new healthcare technologies 
and interventions, and rising consumer expectations. No matter 
what the level of expenditure and regardless of the methods of 
financing and delivery that are adopted, no country can meet all 
the claims on healthcare of its population. The gap between the 
demand for healthcare and the ability of the South African (SA) 
healthcare system to meet those needs (demand-supply gap) is well 
documented. [1] However, SA does not have a consistent, co-ordinated 
and transparent mechanism for setting priorities to manage this gap. 
The objectives of this article are to examine some of the underlying 
factors contributing to this gap, and how the COVID-19 pandemic 
is likely to impact on them, and to describe why SA needs to adopt 
an equity-informed approach to explicit priority-setting to assist in 
managing the gap, now and in the future.

The healthcare demand-supply  
gap in SA
As per the Constitution of the World Health Organization,[2] ‘Every 
human being has the right to have access to the highest attainable 
standards of health without distinction of gender, race, religion, 
belief, income, or social class.’ SA has similarly set a high bar for 
access to healthcare: section 27 of the SA Constitution[3] entails 
that the state must provide for the progressive realisation of the 
right to access healthcare services within available resources, while 
emergency care is an absolute right. SA is also committed to universal 
health coverage, defined as providing people and communities 
with needed healthcare that is of sufficient quality to be effective 
without imposing financial hardship on users, and has embarked 
on an ambitious programme to achieve this via the National Health 
Insurance (NHI) reforms.[4] However, COVID-19 has highlighted 
and accentuated the extent to which the SA healthcare system, and 

particularly the public healthcare system, falls short in meeting these 
important goals.[5,6]

While there are many factors contributing to why healthcare 
delivery in SA is not fulfilling its promise, the long-term mismatch 
between the resources available in the health system and stated 
national health policy must be considered one of the most important. 
The gap is also influenced by stark inequities between the care available 
to those dependent on the tax-funded public health system v. those 
able to pay for private services. In 2017, total health expenditure in 
SA ranged between 8% and 9% of the gross domestic product, which 
is comparable to other upper middle-income countries.[7] Although 
this equates to expenditure of ~ZAR8 500 per person per year, it is 
skewed towards the ~16.4% of the population[8] who are able to afford 
to purchase medical scheme cover, and those who pay out of pocket 
for private sector care, where expenditure is estimated at >ZAR20 000 
per person per year. In contrast, expenditure towards the care of 
those dependent on the public health system amounts to ~ZAR5 000 
per annum.[7] While it is substantially better resourced, real rates of 
contribution increases in the private sector of 560% from 1980 to 
2016 and the potential unaffordability of these increases triggered the 
Health Market Inquiry (HMI), which found gross inefficiencies in the 
private sector insurance and healthcare delivery markets.[9]

While the NHI reform intends to capitalise on the potential 
efficiencies and economies of scale that might be realised from 
pooling public and private resources in a unified health system, the 
money currently spent by private individuals on their healthcare is 
not immediately available to the state to finance the NHI system. As 
others have argued, ‘medical scheme members are unlikely to hand 
over these high contributions to the state … without the assurance 
of an equivalent service in return’.[10] Although it may be possible to 
re-channel a proportion of private healthcare spending to the public 
sector through smart regulation, taxation and financing strategies,[4] 
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this would also increase demand on NHI as people seek NHI-
provided care over private provision. So, while the net impact of NHI 
on average per capita expenditure is uncertain, the demand for care 
is likely to exceed available financing and supply. We therefore argue 
that equity-informed priority-setting within the public and private 
health sectors must be based on a realistic estimate of the short- to 
medium-term available resources, and not be based on aspirational 
approaches.

Impact of COVID-19
The COVID-19 pandemic is likely to widen the healthcare demand-
supply gap. On the supply side, the pandemic has had and will 
have a devastating impact on the economy,[11] where losses include 
ZAR304 billion in tax revenue contributing towards debt forecasts 
of ZAR4 trillion during the 2020/21 financial year.[12] The capacity 
and/or willingness of government to increase the allocation of 
resources for healthcare, let alone retain current levels, is limited.[11] 
Losses of at least 2.2 million jobs suggest that the numbers of people 
who can afford private cover or to pay for services out of pocket will 
be greatly reduced.[13]

On the demand side, COVID-19 has led to a huge re-allocation 
and some increase in government expenditure, not only within 
healthcare but also within other sectors such as social development. 
Within healthcare, COVID-19 has directly increased the demand for 
COVID-19-related programmes. In the June 2020 supplementary 
budget review, a total of ZAR21.5 billion was re-prioritised to public 
health services.[11] The funding was earmarked for spending in three 
broad areas: (i) public health interventions, including early detection 
of cases through community screening and testing, contact tracing, 
disease surveillance, public health campaigns to reduce transmission 
of the virus in communities, and support to the National Institute 
for Communicable Diseases; (ii) expanding hospital capacity and 
critical care to accommodate larger volumes of patients through 
the establishment of field hospitals and other temporary facilities, 
procuring equipment, recruiting staff and buying medicines, and 
contracting with the private sector to supplement public sector 
capacity; and (iii) procuring personal protective equipment, hospital 
beds, capacity for managing quarantine and isolation, linen, oxygen 
and ventilators, and hiring new staff. While it is welcome that the 
ZAR21.5 billion was based on a national health sector COVID-19 
cost model, it is noteworthy that the majority is not new money, 
but was shifted from existing priorities within provincial equitable 
share. [14] In addition, ongoing allegations of corruption in the public 
health system raise questions about the extent to which this money 
was spent efficiently or on the intended purposes.[15]

Going forward, the public healthcare system will also face an 
increasing demand for care related to increased levels of hunger 
and deprivation, and the inability of large sections of the population 
to access required non-COVID healthcare services during the 
pandemic. In addition, there is evidence that COVID-19 is reducing 
demand for other services in the short term, which is likely to result 
in increased demand in the post-COVID environment.[16,17]

How do we manage the gap?
Given the resource constraints and the way the healthcare system in 
SA is structured and managed, the gap between available resources 
and the claims on them is wide. Continuance of the mismatch 
between stated national health policy v. what is delivered within 
public facilities will further: (i) undermine the government’s 
credibility and its ability to deliver on longer-term social goals such 
as NHI; (ii) increase the already high level of dissatisfaction with 

services provided by the public health system;[8] and (iii) demoralise 
health workers who know that they simply cannot deliver what is 
promised with the resources provided.

The key question then is: ‘If all the healthcare services that are 
promised cannot be provided, what will be provided?’ This problem 
is not new. All countries grapple with the ethical, political and 
financial issues of what healthcare to provide in their own ways. 
The landmark publication of Fuch’s Who Shall Live[18] in 1974 
explored health economics and priority-setting in the US context, 
and Newdicks’ Who Should We Treat?[19] in 1995 examined how the 
British NHS could manage fair allocation of resources. An expansive 
literature on methods and processes for priority-setting has followed, 
which fundamentally aims to address the difficult reality that choices 
in healthcare need to be made. However, while hard choices are 
inevitable, progress can be made regarding the extent to which 
choices are considered to be fair. In an implicit approach, there are no 
clear rules as to what services will be provided or what services people 
will be entitled to, and decisions are made on a discretionary basis 
by managers, professionals, and other health personnel functioning 
within a fixed budgetary allowance. With explicit priority-setting, 
decisions as to the amounts and types of resources to be made 
available, eligible populations, and specific rules for allocation are 
explicitly stated and informed by economic analysis to maximise 
value and to achieve social goals.[20,21]

The most transparent and comprehensive approach to priority-
setting in SA’s public health system is currently at the national level in 
the selection of medicines for the national Essential Medicines List. 
While the decision rules for this process include considerations of 
resource constraints and equity,[22] it is not clear how different elements 
of resource use and clinical benefit are compared. Going forward, 
consideration should be given to including a fuller consideration 
of cost offsets (e.g. reductions in length of stay) and budget impact 
to further strengthen the extent to which selected medicines are 
affordable. In contrast to medicines, there are limited established 
priority-setting processes for including other technologies within the 
public health system. Examples of aspirational approaches to setting 
priorities include the 2030 Human Resources for Health Strategy,[23] 
which estimates that 88 000 additional public healthcare workers 
are needed by 2025 to deliver on the benefits package defined by 
national policy, and the service-level agreement to purchase intensive 
care services for management of patients with COVID-19, which was 
expected to be a cost-ineffective investment.[24,25]

In addition to national approaches, there is limited routine public 
information on how provinces make decisions or the extent to 
which they are able to implement national priorities, including for 
COVID-19.[26] This is important, because the federal fiscal system 
provides provincial treasuries with autonomy over the allocation 
of their ‘equitable shares’, meaning that different provinces allocate 
different per capita amounts to fund public facilities.[10] Because 
there is no clear link between stated national priorities and available 
resources at a provincial level, the public health system inevitably 
relies on implicit rationing using passive mechanisms such as 
waiting lists, unfilled staffing posts and limited facility opening 
hours, all of which contribute to inequitable access to care. The 
approach in the private sector is more explicit, with a reliance on 
Prescribed Minimum Benefits (PMBs), utilisation management 
and benefit limits. However, as evidenced by the findings of the 
Health Market Inquiry, there have been shortcomings in the key 
underlying support mechanisms, most notably in the regulatory 
environment and the technical support systems to review the PMBs 
on an ongoing basis.[9]
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Steps required
SA’s public health system currently relies on priority-setting 
approaches that lead to implicit rationing of services. A key challenge 
in managing the expected widening of the demand-supply gap 
as a result of the COVID-19 pandemic is the need to improve 
our approach to priority-setting. We would argue that this can be 
achieved on an incremental basis by shifting towards approaches 
that are more explicit in their consideration of opportunity cost 
and equity. If national priorities are affordable, we expect that 
this will enhance the extent to which provinces can implement 
them or can be held accountable for implementation. We should 
discourage approaches that rely predominantly on an understanding 
of intervention effectiveness and that are either silent or aspirational 
regarding future healthcare resources. While calls for the need to 
review how we approach priority-setting are not new,[27] the COVID-
19 pandemic has lent urgency to the need to move beyond discussion, 
and towards substantive policy and research action.[28]

Explicitly considering opportunity cost and equity in order to set 
priorities will be challenging both procedurally and analytically. How 
do we maximise the health of the population, taking into account 
the burden of disease and availability of effective interventions; 
the distribution of health services and equity in access; budgetary 
constraints; and political and community preferences? To ensure 
fair explicit prioritisation, we need to develop the processes that 
allow for participation of all stakeholders, and we need to fast-track 
implementation of the technical support systems and institutions 
that can provide the evidence and stakeholder input to support 
such prioritisation. In doing so, we can learn from the many 
countries that have implemented processes of health technology 
assessment that include considerations of opportunity cost and 
equity.[29] The establishment of such processes has long been mooted 
in National Department of Health strategy documents,[1] was a key 
recommendation of the Health Market Inquiry,[9] and is a key step to 
the implementation of NHI.[4] COVID-19 makes the implementation 
of these plans more urgent.
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