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How equitable share formula

works

THE allocation from the
national Budget for each
of the nine provinces is de-
cided on the basis of the
equitable share. formula.
This is the largest source
of provincial revenue, and
Finance Minister Trevor
Manuel announced, when
he tpl'esemed his Medi-
um-term Budget Poli
Statement at tgile endh?;'
last year, that the equitable
share allocation to provin-
ces would increase by 10,1
per cent a year over the
three-year Medium-term
Expenditure Framework
Period (MTEF).
. The increased alloca-
tions, he noted, would give

provinces “more fexibility
in preparing their 2003
budgets”. )

The Eastern Cape will
_receive R23,8-billion in the
next financial year, more
than R2,5-billion more
than the current financial
year, and the figure is pro-
jected to rise to just under
R26-billion and a little
over R28-billion in the two
outer years of the MTEFE.

The equitable share for-
mula is reviewed annually,
taking account of the r~-

ommendations of the Fi-
nancial and Fiscal Com-
mission (FFC). :
The present formula
was adopted in 19989 and
i “the following
year to add the backlog
component. K
The equitable shave i
divided among the nine.
rovinces by means ofare-

distributive formula andis -

made up of seven conmpo-

nents.
These are (with the per-
centage weighting 10

brackets):

{7 An education share @’

per cent) based on the
size of the school-age
Popu‘aﬁoll between the

ages of six and 17, and
the average WM
learners enrolled in pub-
lic ordinary schools for
the past three years.

A health share (19 per
cent) based on the pro-
portion of the popula-
tion without medical aid
or health insurance.

{1 A social security compo-
nent (18 per cent) based
on the estimated num-
ber of people entitled to

r-of- -

social security grants — '

the elderly, disabled and
children — weighted us-
ing a poverty index de--
rived from the Income
and Expenditure Sur-
vey. ,

{1 A basic share (seven per
cent) derived from each
province’s share of the
total population of the
country.

A backlog component

(three per cent) based -

on the distribution of
capital needs as cap-

tured in the schools reg-
ister of needs, the andit
of hospitat facilities and
the share of the rural
population. )
O An economic outpu
component (seven per
cent) based on the dis-
tribution of total remu-
neration in the country.
[ An institational compo-
nent (five per cent) di-
vided equally among the -
provinces.



