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	Ms Dianne Terblanche
Manager: Enforcement and Exemptions
Competition Commission

Fax: 012-482 9118

	Telephone: 012 431 0507

	
	Fax: 012 4307644

	
	Enquiries: S. Harrison

	
	Reference:  FILLIN "Ref No" \* MERGEFORMAT 

	
	Date: 13 December 2002


Dear Ms Terblanche
Complaint lodged with Competition Commission in relation to Alleged Dominance and Excessive Pricing in the Sale of Anti-Retroviral Medication
Introduction
1. We refer to the press release issued by the Competition Commission, dated 28 November 2002, in which interested parties are requested to file complaints in relation to the above-mentioned matter.
2. The Council for Medical Schemes does not wish to be joined as a complainant, nor does it wish to comment on the merits of the complainants’ averments of dominance and excessive pricing in the sale of anti-retroviral medication.

3. We would nevertheless like to provide certain information to the Commission with a view to demonstrating the considerable importance of your investigation of this complaint in relation to access to health care and the future stability and sustainability of the medical schemes industry.
Access to Medical Scheme Coverage
4. Since the mid-1990’s, there has been little significant growth in the number of people covered by medical schemes in South Africa.  This is graphically illustrated in the trend analysis in Graph 1, below.  From a public health policy perspective, this is of concern because it means that, as the population of South Africa continues to expand, a disproportionate burden of health care is placed upon an already under-resourced public sector.  
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Graph 1





Source: Annual Report of the Registrar of Medical Schemes, 2001

5. The leveling off of medical scheme coverage coincides with an exponential increase in contributions over the past few years.  This is illustrated in Graph 2, below.
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Graph 2




Source: Annual Report of the Registrar of Medical Schemes, 2001

6. From the above graph, it is clear that both health care benefits and non-health expenditure of medical schemes contributes to rising contributions, but the bulk of expenditure of medical schemes clearly is made in relation to health care benefits.  Of these benefits, expenditure on medicines is the second highest contributor (with private hospitals being the first), and has been subject to significant inflation over the past few years (see Graph 3, below).


Graph 3




Source: Annual Report of the Registrar of Medical Schemes, 2001

7. From the above analyses, it is a reasonable deduction that if inflation on expenditure on medicines continues unchecked, this will impact negatively on both access to medical scheme coverage and the range and comprehensiveness of benefits offered to existing members.

COSTS OF MEDICATION FOR HIV/AIDS
8. Clearly, by extension, profiteering or excessive pricing on the costs of medication for HIV/AIDS is likely to impact negatively overall on access of the population to medical scheme coverage as well as the range and comprehensiveness of HIV-related and other benefits offered to medical scheme members.

9. There can be little doubt that medical schemes have to appropriately manage the disease burden of HIV within their membership in order to remain sustainable into the future.  The Old Mutual Healthcare Survey 2001 reports that 83% of employers participating in the survey believed that their medical scheme could be severely affected in the future by the cost of providing HIV/AIDS benefits.
10. The same survey reported  that companies had found the results of HIV/AIDS disease management programmes (typically involving the use of anti-retroviral treatment) to be most encouraging.

11. At the same time, however, the report conducted by the Centre for Actuarial Research (CARE) on cover provided for HIV/AIDS benefits in medical schemes in 2002, reports that only 0.3% of beneficiaries in the industry are making use of HIV/AIDS disease management programmes – due to a variety of factors including stigma attached to the condition.
12. This utilization rate must increase dramatically for the effect of these disease management interventions to optimally address the potential impact of AIDS in medical schemes.  However, as discussed above, if prices of HIV medications are unnecessarily inflated, schemes are unlikely to provide sufficiently comprehensive HIV benefits to their members, and when they do, this will have an unduly inflationary effect on medical scheme contributions with concomitant adverse impact on access of the broader population to medical scheme coverage.
CONCLUSION
13. In view of the above, we would again like to emphasise the importance of the Competition Commission’s investigation into this complaint, as well as the implementation of appropriate measures should there be found to be merit in the complaint.

14. If we can be of further assistance to the Commission, please do not hesitate to contact us.

Sincerely

T P Masobe
REGISTRAR OF MEDICAL SCHEMES
Chairperson:  Prof. Nicky Padayachee  Vice-Chairperson:  Ms Gando Matyumza  Chief Executive & Registrar:  Patrick Masobe

A STATUTORY BODY ESTABLISHED IN TERMS OF THE MEDICAL SCHEMES ACT, 1998 (ACT 131 OF 1998)


