
Chief Executive 
Officer’s review

Purpose in an evolving normal 
Over the past year, Netcare has been a battle station on 
the frontline against a disease that attacks the body in ways 
we are still trying to understand, and one which threatens 
our very humanity. COVID-19 pries open weakness in 
healthcare systems and seizes on expressions of care – 
compassion, closeness and contact. It attacks our calling to 
serve those who are vulnerable, and strikes at our very 
identity as a company. We had to pivot our entire 
organisation to deal with COVID-19. Our results for 2020 
mirror the damage the pandemic has already done to 
societies, economies and companies the world over. 
Although it has taken a heavy toll on our people and our 
Group, our commitment to our purpose and our strategy is 
withstanding this severe test and remains firmly intact.

Five months into our financial year, in February 2020, 
Netcare was on track to deliver an improved performance 
and had 88 strategic projects well underway. COVID-19 had 
just received its official name, was a foreign problem, and 
the World Health Organization (WHO) was still insisting that 
it was not a pandemic. But by year-end, our EBITDA1 was 
down R2.3 billion on last year, our net debt had grown by 
R1.3 billion and we were unable to get our project 
implementation dashboard out of the red. At this point, we 
had treated over 28 000 patients with COVID-19 and 
admitted over 13 000 into our hospitals. Most distressingly, 
we were mourning the deaths of 20 nurses and employees 
and nine of our doctors who had succumbed to the virus.

To understand the full impact of COVID-19 on our 
operational and financial performance, and our 

expectations for recovery, please turn to the Chief Financial 
Officer’s review (starting on page 186).

As I write this, much of Europe is under lockdown for a 
second time, and several American states are recording 
new infection records. Here in South Africa (SA), we are 
seeing a surge in new infections across four provinces and 
evidence of a second wave, partly spurred on by ‘super 
spreader’ events. This is extremely concerning and we 
are already beginning to see an increase in hospital 
admissions. However, this time we understand the disease 
better and our treatment options are expanding. We know 
how to better manage the operational risks and provide 
the services our patients need without undue interruption. 
With the prospect of an effective vaccine on the horizon, at 
least the COVID-19 pandemic has a foreseeable endpoint, 
although our relief must be tempered by the enormous 
complexity of global distribution and the capacity required 
for mass immunisation. 

Netcare is adapting to this evolving normal, emboldened 
by our proven ability to be nimble and to learn, continually. 
I encourage you to read about our approach to COVID-19 
(starting on page 08); and invite you to appreciate the 
heroic efforts of our people and partners along the 
continuum of care – those on the frontline and those 
involved in the intricate systems that support them – 
documented throughout our integrated report. Across our 
report, you will find evidence to suggest that delivering on 
our strategy has never been of greater import to Netcare, 
and the patients we are privileged to care for. 

“In Netcare’s history, neither the richness 
of the human experience nor the physical 
and psychological wellbeing it is premised 
on, has ever been under greater threat than 
in 2020. And never have we fought harder 
to preserve both. In our battle against 
COVID-19, our commitment to our calling as 
healthcare professionals and to our purpose 
and values as a provider of health and care 
services to South Africa, have been tested 
and not found wanting.”

– Dr Richard Friedland, Group CEO

1.  Earnings before interest, taxation, depreciation and amortisation (EBITDA).
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One thing shines through all these pages: at Netcare, our 
purpose and our values are unwavering, and will continue 
to be our compass in volatile and uncertain times.

The courage to keep learning
Our ability to evolve, protect our frontline workers and 
improve patient outcomes depends directly on our 
willingness to learn. We are immensely proud of the skill 
and dedication our management and professional teams 
have shown in caring for COVID-19 patients and the 
pandemic has taught us many valuable lessons.

COVID-19 struck SA after some of the hardest lessons had 
already been learned in Asia and Europe. But it bears 
reminding how little we knew when the pandemic reached 
us. By the time level 5 lockdown was declared and we 
encountered our first cases, COVID-19 was still seen 
primarily as a severe respiratory syndrome rather than the 
broad assault on body systems we now know it to be. As a 
result, it took time to recognise the importance of 
anticoagulants, steroids and different modalities of oxygen 
therapy in the treatment of COVID-19. Precautionary 
measures and guidelines on how to prevent its spread 
were still being developed and were changing frequently. 
For example, initially the WHO advised that the use of 
masks should be restricted to acute care environments. 
It would be months before scientists could persuade 
regulators that the virus remains suspended in poorly 
ventilated air for long periods.

There were, undeniably, instances where knowing more 
would have allowed us to do better. The outbreak of 
COVID-19 at Netcare St. Augustine’s Hospital is perhaps the 
most tragic example. The resulting outbreak and suffering 
attracted much negative publicity and regulatory scrutiny. 
We had to rapidly respond to contain the spread of the 
virus and commissioned leading experts to investigate the 
events and report publicly on their findings. Their report 
allowed us to strengthen our protocols and served as a 
crucial lesson for other hospitals.

We have the courage to learn, even if it exposes our 
shortcomings. To that end, we have received ethical 
approval to commission a detailed review of all patients 
who succumbed to COVID-19 in our hospitals, to better 
understand the impact and efficacy of various treatment 
protocols. We believe the study will contribute positively 
to the medical community’s ability to respond to a 
resurgence in COVID-19 infections. 

Many lessons have emerged from our experiences during 
the pandemic, but I want to highlight four of the most 
fundamental thus far.

If there is one positive to take out of the pandemic, it is the 
wide recognition that worker and, specifically, healthcare 
and other essential services worker safety cannot be 
over-emphasised. For SA as a whole, I believe the pandemic 

and its rapid spread have reminded us of the critical 
importance of robust occupational health and safety (OHS) 
standards and practices. For Netcare’s part, we have fully 
digitised all of our training and OHS processes and records 
relating to COVID-19.

In the first wave, COVID-19 threatened to dehumanise us 
all and in particular our healthcare workers. Patients and 
loved ones could not see each other. Caregivers were 
hidden in ‘spacesuits’ and behind masks, and the anxiety 
this created was often debilitating. It was a stark reminder 
to all of us to find different ways of communicating with 
patients and their loved ones, for instance allowing digital 
facetime or mobile calls to bridge the gap. While we could 
not allow normal visitation in our hospitals, we certainly 
allowed family to visit in compassionate or end-of-life 
situations. This compassionate stance will continue as 
long as COVID-19 remains a reality.

The pandemic has emphasised how imperative it is to 
accelerate digitisation to allow real time, remote 
management, effective leadership and control in the 
healthcare environment. Despite putting many of our more 
extensive digital projects on hold during this period, we 
focused on digitising key processes including bed 
management, oxygen capacity and demand, tracking and 
monitoring of COVID-19 positive employees, OHS, virtual 
consultations, e-scripting for doctors, and the screening 
of healthcare visitors and others.

Finally, COVID-19 exposes the real fault lines in our 
healthcare system. A seminal editorial in the Lancet 
medical journal1 quoted the work of Professor Merrill 
Singer, a medical anthropologist, who coined the phrase 
Syndemic in the 1990s. A Syndemic or synergistic epidemic 
is the impact of two or more epidemics or disease clusters 
that exacerbate the prognosis and burden of disease. 
COVID-19 has been viewed simply as the sole cause of this 
crisis and so all of our interventions have focused on 
stopping viral transmission. But the story is not so simple. 
There are in fact two categories of disease interacting 
within specific populations: infections with SARS COVID-19 
in conjunction with an array of non-communicable diseases 
(NCDs) such as hypertension, diabetes, asthma, obesity and 
cardiovascular disease. To make matters worse, these are 
aggregating against a background of social and economic 
disparity that exacerbates their adverse effects.

This is exactly what we experienced during the initial surge 
in COVID-19 infections – the majority of our patients had 
existing comorbidities, often poorly controlled and 
managed, which exacerbated their condition and worsened 
the outcome. The lesson is clear. Unless we improve our 
management of NCDs, COVID-19 will not be the last 
Syndemic to attack our planet. In SA, prior to COVID-19, 
57.8% of all deaths were attributable to NCDs.

1.  Horton, R. (2020). Offline: COVID-19 is not a pandemic. The Lancet, 
396 (10255), https://www.thelancet.com/journals/lancet/article/PIIS0140-
6736(20)32000-6/fulltext.
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This shines a hard light on how traditional siloed, disjointed 
and episodic approaches to healthcare are ill-equipped to 
deal with the challenges of today, let alone the future 
needs of healthcare consumers – and that at escalating 
and unsustainable cost to national budgets. Netcare’s 
strategy of person-centred health and care, digitally 
enabled and data driven, aims to provide seamless and 
integrated services across the full continuum of health 
and care. 

Making our services accessible to more people, and 
enabling the people we serve to take co-responsibility for 
their health – particularly in managing underlying 
conditions and improving compliance with medication and 
treatment – represents a far more effective response to the 
burden of diseases we must bring under control, as we 
continue to manage the pandemic while also rebuilding 
our economy. 
 
Getting back on track in growing value 
for stakeholders and society
These lessons begin to illustrate how COVID-19 has 
raised the difficulty level of implementing our strategy in 
an operating environment that was already deteriorating. 
But equally, they elevated the importance of getting back 
on track in implementing our strategy, which seeks 
to decisively answer the global trends and national 
complexities we face as a leading provider of healthcare 
in SA. 

While the exact implications of formal sector job-losses on 
medical aid membership and members buying down to 
cheaper options is still unknown, a contraction is probable. 
Increasing competition with lower barriers to entry, and 
input costs above inflation while tariffs are expected to be 
discounted, are threats to our business bound to intensify. 
In addition to ongoing regulatory challenges and 
uncertainty about the implementation of National Health 
Insurance (NHI), the Competition Commission also recently 
gave open and closed medical aid schemes the nod to 
negotiate collectively, which will consolidate their 
purchasing power and put further pressure on tariffs. 

Under these circumstances, Netcare’s strategy is premised 
on creating sustainable competitive advantage, something 
Warren Buffet has repeatedly referred to as a ‘moat’. It 
decisively embraces the three global megatrends of 
customer centricity, data and digitisation and combines 
them with our unique ecosystem of services and facilities 
to deliver person-centred health and care that is digitally 
enabled and data driven. This is how we intend to compete 
and grow in an evolving normal, and is a path from which 
we will not deviate.

Our intention is clear. We want to attract more people to 
our ecosystem of services, as their trusted partner of 
choice in providing health and care of an outstanding 
quality. Within the continuum of care, we are digitising 

specific patient journeys to fully leverage the skills and 
compassion of our people, our systems and data and 
hard assets, to meet our patients’ immediate care needs in 
a way that optimises their longer-term health outcomes, 
most efficiently. We want to make sure that their 
experience of Netcare, in times they are most vulnerable, 
will be unlike anything they can find elsewhere.
 
I urge you to turn to page 162, which illustrates the benefits 
of a fully digitised and integrated patient journey, in this 
case at Netcare 911, which exemplifies what we are trying 
to achieve across all our service platforms. This makes it 
clear that operating efficiency in a healthcare setting – and 
especially in emergency care – is not only about lower 
costs, it is fundamental to achieving the best possible 
health and care outcomes.

Careful analysis underpins our belief that our strategy will 
optimise the value of our relationships with the people we 
serve, from cradle to grave, and encourage them to stay 
within the Netcare ecosystem of services over their 
lifetimes. Significantly, it will optimise their access to all 
our facilities, services and products. Most importantly, as 
outlined above, empowering people with their electronic 
health records will allow them to assume co-responsibility 
for their health and care. This is a fundamental cornerstone 
of person-centred health and care, and will also create 
significant new value for our people and partners in the 
continuum of care. 

Netcare’s unique ecosystem of assets also allows us to 
integrate the mega trends in developing service offerings 
that centre on the person we serve. Our access to cost, 
efficiency and actuarial datasets will allow us to develop 
products and services that will extend private healthcare to 
people that are employed but uninsured. We believe this 
will grow our market share and expand the segments of 
the population we can serve. This prepares us well to 
contribute meaningfully to the implementation of universal 
healthcare in SA, not just with bed capacity, but in 
complement to the entire public healthcare system. To this 
end, driving the inclusivity and affordability – and therefore 
the accessibility – of our services is a strategic imperative.

Developing new products depends on a combination of 
information and skills. Supplementing the executive team 
with actuarial expertise and a deep understanding of 
health-finance products is already contributing more 
detailed analysis to our product development processes, 
resulting in greater cost-benefit certainty. We welcome 
Teshlin Akaloo to the executive team as Managing Director 
of NetcarePlus, our innovative products and financial 
services division. His skills and experience and that of 
his team will enable us to scale up this important 
growth opportunity.

Stakeholders need to distinguish between healthcare 
products funded by medical aids and the data-driven 
financial products Netcare will offer. Most obviously, 
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our products are directly linked to our in-house services and 
network. And because we know what it costs us to provide 
specific services in our system, we can offer financial 
products at a fixed price point that is attractive, particularly 
for uninsured patients, while containing our risks.

There is a real need to increase accessibility and 
affordability of healthcare and NetcarePlus aims to help 
more South Africans access private healthcare. We are 
aware of the Registrar of Medical Schemes’ objection to our 
general practitioner (GP) vouchers and are appealing this in 
terms of the Medical Schemes Act. NetcarePlus does not 
conduct the business of a medical scheme and the salient 
features of the products bear this out through an 
innovative solution which falls outside of the Medical 
Schemes Act. 

Another important growth vector for the Group is to 
develop our occupational mental health services. 

01 02 03
Differentiate products and 
services: investments must result 
in superior quality of clinical 
outcomes, safety, patient 
experience and engagement.

Drive market share: investments 
must deliver growth that outpaces 
the market; we must not only 
increase Netcare’s share of a 
stagnant market, we also need to 
develop new services and products 
that expand the market we serve.

Enhance returns: investments 
must achieve higher margins, 
return on invested capital (ROIC) 
and economic profit.

Given the critically high levels of youth unemployment in 
our country, we continue to invest in skills development 
and employment creation through the Youth Employment 
Service (YES) programme. Currently, we have 865 young 
people enrolled in various internships and learnerships, 
with a 97% permanent employment conversion rate, and 
another 516 young people will start their training in 2021. 
We have exceeded our pledge to train 1 000 young people 
over a five-year period ending in 2023.

Our focus on supporting inclusive economic growth is 
evident in the improvement in our procurement spend on 
B-BBEE compliant suppliers to 86% of measured spend. 
Noteworthy is the sustained growth in procurement from 
black-owned and black women-owned suppliers. Almost 
R4 billion of our measurable procurement spend was with 
51% black-owned enterprises. At about 34%, this amount 
fell short of our internal target and the Department of 
Trade, Industry and Competition’s (dtic) target of 50%. 
However, we managed to surpass the dtic’s suggested 
target to spend at least 12% of total procurement with 
30% black women-owned businesses. Netcare spent 
R2.5 billion, or 22% of measurable procurement spend, 
with these suppliers.

During the year, we acquired 40% of Independent 
Counselling and Advisory Services (ICAS), which offers a 
comprehensive range of mental health, work-life and 
wellness services to organisations and their employees. 
The service covers over 700 000 lives across multiple 
industries in SA and is a Level 1 broad-based black 
economic empowerment (B-BBEE) provider. 

While we are confident in our ability to grow in an 
environment that has become considerably more difficult, 
we are well aware that truly sustainable competitive 
advantage must equate to delivering a highly differentiated 
service offering that drives above-market growth and 
enhanced returns. Each project that operationalises our 
strategy needs to comply with at least one of these 
non-negotiable criteria and measurements of success. 
Together, they form the Netcare litmus test for approval 
and investment in a project:

As you will read in the detailed disclosure of our 
performance against the six pillars of our strategy (from 
page 66, and in our performance per capital, starting on 
page 112), COVID-19 had a severe, unavoidable impact on 
the execution of many of our strategic programmes. Of the 
88 strategic objectives that passed the Netcare litmus test 
and were slated for implementation over the past year, we 
achieved 31, partially completed 12, and did not achieve 
45. Those partially or not achieved will be carried over into 
the 2021 financial year, and we have provided clear 
indication of how our expectations and timelines have 
been recalibrated to get us firmly back on track. 

Towards a more inclusive, sustainable 
society
Despite the challenging year we had, we continue to make 
significant progress in accelerating transformation both 
within Netcare and society as a whole, evidenced by 
improved outcomes in all the pillars of our transformation 
strategy. The racial and gender profile of our workforce is 
becoming more aligned with the national economically 
active population, including at leadership level. We met 
and exceeded our targets set out in the five-year Netcare 
employment equity plan to 2020.
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The year-on-year growth in our investment in enterprise 
and supplier development (ESD) also affirms our 
commitment to supporting entrepreneurship and 
employment creation by including and developing small 
businesses in our supply chain. We spent almost R1 billion 
or 7.6% of our measurable procurement spend with 
qualifying small enterprises (QSEs) (against our internal 
target of 9%) and 5.6% with emerging micro enterprises 
(EMEs) (internal target: 8%). We are implementing a 
structured ESD programme to further improve 
procurement from QSEs, EMEs and designated suppliers. 
We also continue to identify opportunities for 
entrepreneurs and small black businesses to become 
part of the ‘My Walk Made with Soul’ value chain as this 
initiative matures (you can read more about this initiative 
on page 140). 

Our efforts to attract more black doctors to the Netcare 
Group continues to bear fruit and is an important 
investment in creating a more diverse and inclusive 
organisation. Of the 113 doctors recruited in 2020, 
70 were young black clinicians. These young doctors 
represent our future and will contribute to the wellbeing 
of our organisation and country. More immediately, they 
strengthened our clinical resources at a time when our 
people were working under extreme pressure.

A crucial underpin to both our strategy and to our 
commitment to creating socioeconomic value, is our 
investment in climate-smart healthcare. We incepted our 
environmental sustainability strategy in 2013 to secure 
uninterrupted supply of the utilities we need to provide the 
best and safest care, more cost-effectively, by reducing our 
reliance on unstable national supply and avoiding rising 
costs; while progressively mitigating the negative 
environmental impact of our operations. I am proud that 
in the international 2020 Healthcare Challenge Awards, 
Netcare achieved the distinction of being the only 
healthcare institution to be awarded the highest accolade 
in each of the four categories: greenhouse gas reduction 
(energy), renewable energy, climate resilience and 
climate leadership. This is welcome acknowledgment 
of the progress we are making to become a model for 
environmental sustainability in our sector (you can read 
more about our initiatives in manufactured and natural 
capital from page 174).

Widening the circle of our care
In August last year, the Business Roundtable, which 
comprises the chief executives of the world’s largest 
companies, issued a landmark Statement on the Purpose 
of a Corporation. In it, they committed to lead their 
organisations not only for the benefit of shareholders but 
for all stakeholders and, indeed, countries. Five months 
later, the World Economic Forum echoed these sentiments 
at its annual meeting. Few of the leaders at Davos could 
have foreseen how soon and to what extent COVID-19 

would test the credibility of this commitment. Whereas 
history will record the enormous sacrifices the global 
population made during the first wave of the pandemic, we 
as business leaders face a choice that will decide the legacy 
of our generation: how far beyond shareholder value will 
we widen the circle of our care? 

In Netcare, as in many companies in SA, this debate has 
manifested itself foremostly in the duty of care we have 
to our employees. In tough and uncertain times, 
retrenchment is often the obvious choice to maintain 
earnings or regain profitability. But unlike many other 
companies, we have made a firm commitment to preserve 
jobs and to be that pillar of support to our employees at a 
time of significant hardship. Job preservation is also the 
most direct way for us to contribute to the protection and 
recovery of the South African economy.

Netcare will not prejudice our people who have worked 
so hard, sacrificed so much and risked their own lives to 
protect our patients and our country. We understand 
that by doing so, our recovery in financial terms will take 
longer to achieve. But as a values-driven organisation, 
our credibility rests on how faithfully we apply our 
commitment to care, and our people have shown 
widespread appreciation for this approach. However, 
in driving a post COVID-19 recovery strategy, Netcare’s 
leadership understands full well that with this commitment 
comes a responsibility to eliminate any discretionary 
spending and to vigorously drive efficiencies throughout 
our business units, which will enable us to return value to 
our shareholders as soon as possible. 

Besides principle, there is logic to our stance. We believe 
the pressure on patient volumes experienced during the 
pandemic is not structural in nature, depending on how 
long and severe the second wave is, we will begin to 
recover in the second half of next year. With the prospects 
of widespread vaccination against COVID-19 becoming a 
real possibility in the next 12 to 18 months, and as the 
various elements of our strategy evolve and mature, we are 
confident of a return to growth and profitability from our 
pre-COVID-19 baseline. As such, this is certainly not the 
time to undermine the morale and dilute the commitment 
and capacity of our organisation to fulfil our purpose and 
progress our strategy. 

Despite the emergence of a second wave and overall 
macroeconomic challenges, we remain absolutely focused 
on delivering sustainable competitive advantage and 
creating value for our shareholders and other stakeholders. 
Our strategic projects are back on track and exciting 
initiatives will be launched across all of our service 
platforms in the coming year, some of which I have already 
touched on. Key growth projects, particularly the expansion 
of our mental health capacity over the next three years, 
have been reignited. 
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Netcare has emerged wiser from the first wave of 
COVID-19 infections and even as we manage the new 
outbreaks in the various provinces, we remain confident 
that we can do so in a better, more nuanced manner, 
without disrupting our operations to the same extent as 
we had to do in the first wave. The systems, digital 
platforms and enabling tools we have developed during 
the past months will hold us in strong stead.

Appreciation and condolences
Our hearts go out to the loved ones and colleagues of our 
20 healthcare workers and nine doctors who lost their lives 
on the frontline against COVID-19. We will miss them, and 
their commitment in the face of personal risk will continue 
to inspire us. As I have described, COVID-19 has exacted a 
heavy toll – not even our most experienced professionals 
can escape the emotional drain of fighting a vicious 
pandemic. Their legacy will be a dedication to caring 
notwithstanding the impact on them and their 
families, and I thank each and every one of you. 

Our management team is deeply indebted to our 
Chair, Thevendrie Brewer, and members of the 
Board for their unflinching support and wise 
counsel not only at the height of the first wave 
of the pandemic, but in helping us to get 
Netcare back on track in implementing 
our strategy.

One of the greatest tragedies of COVID-19 
is the separation it demands between 
patients and the people they love. 
We have seen how much this hurts. 
I want to reassure the families of patients 
who lost their lives in Netcare hospitals 
that their loved ones were not alone. 
It was our honour to stand in for them 
as best we could from behind our 
masks and visors.
 
I am deeply humbled to be part of an 
organisation that upholds the sanctity 
of life and demonstrates that life will 
always be about more than being alive 
– wherever the evolving normal might 
lead us. 

Dr Richard Friedland
Group Chief Executive Officer
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