
Our operating 
environment
Uncertain and challenging economic environment
The COVID-19 pandemic and measures taken to contain and control the spread of the virus have resulted in chaos at a global 
level, with entire economic sectors being shut down, supply chains disrupted and a global recession in which recovery is 
expected to be slower than in previous recessionary periods. With the resurgence in COVID-19, and the prospect of mass 
immunisation still a way off, the shape and rate of economic recovery remains highly uncertain.

The South African economy, already under pressure prior to the pandemic, experienced a drop in gross domestic product 
(GDP) of over 16% between the first and second quarters of 2020, under national lockdown. A GDP contraction of 8% is 
expected for the year. The International Monetary Fund forecasts that recovery for emerging markets in 2021 will be slower 
than the rest of the world.

Heightened unemployment rates and reduced affordability across income segments will place traditional medical scheme 
membership at risk. However, this may only play out in years to come as members might fear opting out mid-pandemic.
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Additional financial pressures for the private healthcare sector include:
• Contraction in formal employment (with over 600 000 formal sector job losses during the national lockdown1). In the 

third quarter of 2020, unemployment rose to a record high of 30.8% with youth unemployment climbing to 61.3%2.
• Increased competition with low barriers to entry.
• Lower tariffs versus cost pressures.
• The Competition Commission directive allowing open schemes to collectively negotiate with closed schemes.
• Regulatory challenges and uncertainty brought about by the NHI Bill, which would impact 11 other laws.
• Ongoing shortage of specialists and a limited capacity to train doctors.
• Ongoing shortages of nurses and heightened restriction on private education facilities.

1. http://www.statssa.gov.za/?p=13690.   
2. Statistics South Africa.

Our response
• Ensure community confidence in hospital safety (page 124).
• Implement cost efficiencies, including through the use of 

digitisation (page 157).
• Provide affordable products for the uninsured but employed 

market (page 172).
• Create economic value and optimise capacity utilisation 

(page 66).
• Create patient-centred care delivery models that can be 

accessed virtually or by telephone (page 114).

Top business risks
Economic environment and recovery of 
activity; COVID-19 resurgence; funder 
regime; delivering consistently outstanding 
person-centred health and care, competitor 
activity; availability and quality of skills. 

LINK TO STRATEGIC PILLARS

SP1 SP2 SP3

Consistency  
of care

Disruptive 
innovation

Transformation  
of society

SP4 SP6

Organic growth Investment

Netcare Limited Annual Integrated Report 202054



Medical scheme membership

In SA, just under nine million people are covered by private healthcare, with population coverage decreasing from 16.5% in 
2000 to 15.4% in 20181. This trend is expected to continue as unemployment rises and levels of disposable income drop. 
Lower cost plans have grown in popularity over the past five years, with more people choosing less expensive restricted 
provider network options and hospital plans, rather than full cover medical aid plans.

Medical scheme membership
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Source: The Council for Medical Schemes (2019 data not yet available).

1. The Council for Medical Schemes Annual Report 2018/19. Link: https://www.medicalschemes.com/files/Annual%20Reports/CMSAR2018.19.pdf.

Our response
• Continue to drive improvement in clinical quality outcomes 

(page 114).
• Leverage our service offering and geographic footprint to 

increase our participation in funder networks (page 132).
• Digitise the patient journey to enhance patient experience 

and perception of care (page 157).
• Provide affordable products for the uninsured but employed 

market (page 172). 

Top business risks
Economic environment and recovery of 
activity; funder regime; implementation of 
our digitisation and data strategies; 
delivering consistently outstanding person-
centred health and care.
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Healthcare demand continues to increase due to aging and 
shifts in the disease burden with greater numbers of 
people with chronic and long-term conditions. Similarly, 
expenditure on healthcare is increasing, with healthcare 
spend for the past 50 years outpacing GDP growth, leading 
to healthcare becoming more needed but less affordable 
both globally and locally.

• Aging (global): the number of people over 65 is expected 
to double to 1.5 billion by 20501. Life expectancy 
since 1990 has expanded by 7.7 years and is expected 
to increase by an additional 4.5 years by 20502.

• Cancer (global and SA): between 2008 and 2030, the 
number of new cancer cases is expected to increase 
more than 80% in low-income countries, double the 
rate expected in high-income countries. Deaths from 
cancer worldwide are projected to reach over 
13 million in 20303. According to the South African 
National Cancer Registry, the number of new cases in SA 
is estimated to grow to over 94 000 by the end of 2020.

• Diabetes (global): around half a billion people 
are living with diabetes, with this number expected to 
increase 25% by 2030 and 51% by 20454. The World 
Health Organization (WHO) predicts that diabetes will be 
the seventh leading cause of death by 20305.

Our operating environment continued

Our response
• Continue to drive improvement in clinical quality outcomes 

(page 114). 
• Provide affordable products for the uninsured but employed 

market (page 172).  
• Develop new products for key service lines such as cancer 

care and mental health and integrate these offerings across 
service platforms (page 170).   

• Focus on screening programmes to aid early detection and 
treatment of cancer and chronic disease. 

Top business risks
Economic environment and recovery of 
activity; delivering consistently outstanding 
person-centred health and care.
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• Chronic diseases (global): non-communicable chronic 
diseases kill 41 million people every year, 
accounting for 71% of deaths globally6. 79% of chronic 
disease-related deaths occur in developing countries7.

• Mental health (global): more than 264 million 
people of all ages suffer from depression8. There was a 
49.9% increase in depression between 1990 and 
20179. The prevalence of mental health disorders in 
developing countries has increased by 229% over 
seven years10.

• Trauma (SA): incidence of trauma injuries in SA remains 
notably higher than the global average11.

1. United Nations, World Population Aging 2019.
2.  Global Burden of Disease Study 2020 paper published in The Lancet. 
  https://www.thelancet.com/journals/lancet/article/PIIS0140-6736(20)30925-9/

fulltext.
3. https://www.who.int/cancer/resources/keyfacts/en/.
4.  https://www.diabetesresearchclinicalpractice.com/article/S0168-8227(19)
 31230-6/fulltext.
5. https://www.afro.who.int/health-topics/diabetes.
6.  https://www.thelancet.com/journals/lancet/article/PIIS0140-6736(18)31992-5/

fulltext.
7. https://www.who.int/nutrition/toncs/2_background/en.
8. https://www.who.int/news-room/fact-sheets/detail/depression.
9. https://www.sciencedirect.com/science/article/pii/S0022395619307381.
10. Council for Medical Schemes Annual Report 2013.
11. https://www.who.int/bulletin/volumes/93/5/14-145771/en/.

Globally, healthcare is increasingly unaffordable
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The role of digital technologies in healthcare
Three major trends have been emerging in the healthcare sector over the past few years. These all relate to the concept of 
participatory health and care – a shift towards wellbeing and wellness, greater convenience and integrated and personalised 
experiences. Data and digitisation are key drivers of the shift towards participatory health, redefining how consumers manage 
their health and engage with care systems.
• The demand for digital innovation to drive improvement in health outcomes, affordability, quality and access to care is high.
• Digital and data capabilities are driving virtual care provision, disrupting healthcare funding models and driving personalised 

care solutions. COVID-19 has intensified demand for virtual and remote services (like telehealth) for both traditional general 
practitioner (GP) visits and in other disciplines. In SA, regulations have been relaxed with regards to virtual consultations and 
now also allow doctors to prescribe medication virtually.

• The shift towards digitisation in healthcare requires additional investment in training and change management practices to 
ensure that employees are able to make this transition.

• Two core digital structures (platforms and healthcare ecosystems1) will redefine competition in the healthcare sector 
going forward.

1. Harnessing patient data while vertically integrating funding and healthcare provision.

Our response
• Deliver the Netcare strategy to gain sustainable competitive 

advantage (page 66).
• Continue to implement an integrated and mobile health and 

care platform across the Group (page 157).
• Use digitisation to diversify products and services, realise 

efficiencies and enhance patient experience and perception 
of care (pages 157 and 114).

• Continue to support employees and doctors to manage the 
change to digital technologies (page 148). 

Top business risks
Implementation of our digitisation and data 
strategies; delivering consistently 
outstanding person-centred health and 
care; cybercrime and cybersecurity; 
competitor activity; availability and quality 
of skills.
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Increased focus on stakeholder capitalism

The expectation that organisations commit to delivering social value has intensified with the advent of COVID-19, and is 
particularly important in contexts like SA, where there is deep and historic inequity in funding and access to affordable 
healthcare. This is compounded by population growth having doubled since 1970, and a public healthcare system that is 
facing many challenges. More broadly, companies able to demonstrate and quantify their positive and negative ethical, 
governance, social and environmental impacts are set to gain a competitive advantage in a market that is increasingly 
expecting business to lead in addressing pressing global threats.
• Parliament’s Portfolio Committee on Health is grappling with the large volume of responses submitted on the NHI Bill.
• It is hoped that increased cooperation between the private and government sectors during COVID-19 will set a foundation 

for future collaboration regarding the interface between public and private healthcare demands.
• For many companies, climate change is becoming a business risk that requires mitigation strategies.
• Social relevance and investment in communities in SA’s volatile socioeconomic environment are fundamental requirements 

for business.

Our operating environment continued

Our response
• Continue to build on the improved relationships forged 

between the private and public healthcare sectors during 
COVID-19 (page 136).

• Provide affordable products for the uninsured but employed 
market (page 172).

• Continue to drive our transformation plan, job creation 
strategies for the youth and corporate social investment 
initiatives (page 138).

• Continue to drive our environmental sustainability strategy 
(page 179). 

Top business risks
Sector regulations; competitor activity; 
availability of electricity supply; water 
security.
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Our strategy: page 66.
How we manage risk: page 84.
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