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Executive summary
When the Covid-19 pandemic arrived, South Africa’s economy was already in recession, the
country’s sovereign rating was about to be downgraded to sub-investment level, poverty was
deepening and unemployment was escalating. Covid-19 and the subsequent lockdown have
worsened an already precarious socio-economic situation. In response, South Africa’s national
and subnational governments are reprioritising expenditure, mobilising resources, repurposing
economic and social infrastructure spending, providing support to market industries, and
implementing monetary and macro fiscal policy measures. Although the economy has
gradually re-opened, the pandemic has increased fiscal and social vulnerabilities. Therefore, it
is important to examine all the economic and social interventions being pursued and to
determine a clear economic path for South Africa going forward. The impact of the pandemic
has starkly highlighted the need for a sustainable financing framework for developmental social
services.
This Technical Report, under the theme “Sustainable Financing of Social and Economic
Infrastructure and Services” served as background to inform the eight chapters of the FFC
flagship submission: the 2021/22 Annual Submission to the Division of Revenue (FFC, 2020).
The 2021/22 Annual Submission reflects the mandated position of the Commission on these
issues. Positions taken in the technical report should therefore not be seen as necessarily
reflecting the position of the Commission. It should also be noted that the chapters of this report
have been further summarised into policy briefs reflecting key research findings.
The Technical Report is divided into eight chapters. Chapter 1 reviews the intergovernmental
fiscal relations (IGFR) system through the prism of social services, looking at the structural,
functional and operational facilitators and impediments to financing and delivering social
services. Chapter 2 reflects on the implications of Covid-19 for South Africa’s growth and
reconstruction agenda, while Chapter 3 assesses the implications of Covid-19 for the macro
economy and fiscal framework. Chapters 4 and 5 both relate to healthcare. Chapter 4 assesses
the value offered by three major packages of health care (the primary health care package
(PHC), the prescribed minimum benefits (PMB) package and a proposed demand-based
(Pareto) health care package). Chapter 5 hones in on the National Health Insurance (NHI) and
discusses four critical success factors needed to achieve the unification of health care access
through the reform. Chapter 6 assesses the main challenges to delivering family and community
welfare services through a developmental approach. Chapter 7 looks at the bottlenecks
affecting early childhood development (ECD) education and which, in effect, hamper the
extension of these services to all young children. Finally, Chapter 8 evaluates government’s
progress in rolling out inclusive education.
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Chapter 1:
South Africa’s intergovernmental
fiscal system in the context
of social services
Eddie Rakabe
1.

Introduction

South Africa’s intergovernmental fiscal relations (IGFR) system plays a crucial role in
facilitating the delivery of social services, which are an important part of developmental
interventions for eradicating poverty and reducing inequality and unemployment. In South
Africa, social services are part of the socio-economic rights contained in the Bill of Rights that
include education, health, welfare services and housing, as outlined in Schedule 4 (Part A) of
The Constitution of the Republic of South Africa, 1996 (Act No. 108 of 1996) (Constitution).
The Constitution spells out the arrangements for delivering social services, with the various
powers and functions assigned to the different government spheres and departments. Some of
these powers and functions are exclusive, meaning that only one sphere is responsible for
setting policies, funding and implementation, while others are concurrent, meaning they are
shared among the different spheres of government.
Social services are classified as concurrent national and provincial functions. The generally
established practice for concurrent functions, both in law and application, is that national
government formulates policies, determines regulatory frameworks, sets the norms and
standards, provides the requisite funding and oversees implementation, while provinces are
responsible for implementation, in line with the nationally determined frameworks. Provincial
oversight is provided through the legislature.
National government also has control over the major taxing powers. Therefore, the Constitution
addresses the fiscal imbalance and potential abuse or lack of power that may result from
centralised revenue powers but highly decentralised expenditure responsibilities. Sections 214
and 227 specify that each sphere of government is entitled to an equitable share of nationally
raised revenue. The provincial equitable share (PES) is an unconditional transfer to ensure that
provinces have sufficient resources to meet their constitutional obligations. In addition,
Chapter 3 establishes that intergovernmental relations are based on the principles of
cooperative governance and consultative governance. The IGFR framework is largely
concerned with the division of legislative, revenue and expenditure powers and with facilitating
cooperative governance.
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Coordinating the governance and delivery of concurrent social services is fraught with multiple
challenges. These include a contested policy space, a lack of delivery norms and standards, the
perceptions of underfunding, budget gaming1, national government interference in provincial
affairs and judicial involvement in spelling out policy parameters, as well as capacity
deficiencies and vague delivery outputs and outcomes. There are also structural tensions
between the spending/delivery agents (the provinces) and the suppliers of funds (national
government). Most of these tensions relate to the pace and quality of service delivery and the
need for value for money given the limited resources available. There is a growing perception
and evidence that several challenges are compromising the quality of public health care
services in South Africa, resulting in the loss of public trust in the system (Maphumulo and
Bhengu, 2019). Similarly, South Africa’s educational achievements are poor by almost any
international metric due to factors unrelated to funding, such as limited subject knowledge,
socio-economic status, history, race and language (Mlachila and Moeletsi, 2019).
The tensions are the result of both weaknesses in the design of IGFR institutional architecture
and a misunderstanding of the execution of concurrent functions. In particular, tension is
caused by the misalignment of provincial budgets and national priorities, whether perceived or
otherwise, which occurs when provinces are (perceived as) not adequately funding national
policy priorities from their equitable share allocations. The Constitution advocates uniformity
or equality in the distribution and provision of services across all provinces. National
government is responsible for ensuring provinces are funded to deliver national priorities while
adhering to minimum norms and standards. However, provinces contend that, as a semiautonomous sphere of government, they should not be subjected to wholesale national policy
imperatives, as their budgets reflect the specific needs applicable to their circumstances that at
times compete with national priorities. They argue that they should have some discretion in
how to allocate their unconditional share of nationally raised revenue to concurrent functions.
This view intrinsically recognises provinces as an executive and legislative authority that can
take decisions independently through qualified institutions. The lack of intergovernmental
consensus on delivery responsibilities and performance leads to overreaching by the national
departments, which either take over provincial functions and control the funding, or simply
pass the buck to provinces when resources are unavailable or inadequate. Similarly, provinces
often abuse the system by deviating from national policy requirements on the grounds of
ambiguity, autonomy or underfunding. When such intergovernmental tensions arise, service
delivery is adversely affected.
These tensions raises questions about the effectiveness of intergovernmental forums, which
were established to facilitate cooperation and coordination across sector departments
responsible for concurrent functions. The disagreements - on allocations, national priorities and
adherence to norms and standards - suggest weak and fragmented consultation and
coordination.

1

The manipulation of information in order to disguise budget difficulties or attract additional funding.
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The accountability chain for concurrent functions is somewhat nebulous, and accountability
arrangements are not clearly defined between the Presidency, Parliament, legislatures,
premiers, ministers and member of executive councils (MECs). These accountability
ambiguities remain, despite government adopting an outcomes approach to monitoring and
evaluation, which covers 12 key outcomes for which a collective of ministries are responsible
for implementing. The approach attempts to align government planning, budgeting, activities,
reporting and accountability for shared outcomes by introducing new institutional mechanisms,
such as performance agreements, sector delivery agreements and delivery forums. The
president signs performance agreements with ministers and intergovernmental protocols with
provincial premiers, which outline outcomes for a specific sector, input activities and output
measures. At six-monthly review meetings, the ministers and premiers report back to the
president on predetermined output indicators.
What is missing is a framework that clarifies institutional and funding arrangements and
responsibilities for concurrent social services. Currently, it is unclear if the national ministers
should be held accountable for performance or delivery failures when the resources are
transferred directly to provinces (which by law are accountable to provincial legislatures).
Similarly, sub national governments are adamant that they cannot be held directly accountable
for slow delivery when they are deprived of the necessary resources to meet the ambitious
policies set by national government. Without greater clarity, South Africa will continue to
achieve unsatisfactory health and education outcomes and to experience intergovernmental
complaints.
A way of mediating the interests and arguments of different spheres is to measure outputs
(spending efficiency) and outcomes (policy effectiveness). However, this requires a
mechanism that links the inputs required to deliver social services outputs to the resources
allocated to provinces. In 2001, the Commission proposed such a mechanism. This was not
implemented due to data shortages. The absence of costed norms in the current funding
allocation mechanism for social services also means that government is unable to link resource
allocations to delivery norms and standards and outcomes – and, more importantly, to evaluate
if it is progressively realising socio-economic rights as required by the Constitution.
This chapter analyses the IGFR for social services in South Africa, with an emphasis on
governance, delivery and funding challenges within the health and education sectors. After
describing the legislative institutional framework underpinning concurrent functions and some
of the main IGFR challenges for delivering social services, the chapter reviews the education
and health performance data available for measuring outputs and outcome measures. The
costed norms approach is then revisited, based on available data and current norms and
standards. In concluding, the chapter draws upon previous recommendations of the
Commission, that ongoing reforms of the PES should consider other pillars of the
decentralisation system, especially clarifying “own” versus “delegated” responsibilities.
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1.1

Research problem

Concurrent functions, involving several layers of government, are a complex type of public
governance. Care must be exercised when coordinating a wide range of stakeholders with
various competing interest and political agendas. The risks involved when managing
concurrent functions are not to be underestimated. Many countries undergoing multi-level
governance reforms have either stalled, postponed or reversed the process of sharing functions
across levels of government due to wide ranging country-specific factors such as demographic,
cultural, territorial, political and economic differences. The design of an IGFR system within
a country is a further complicating factor affecting the optimal functioning of concurrent
functions. In South Africa, the IGFR institutional architecture is by far the biggest source of
tensions and misunderstanding in the execution of concurrent mandates.
Whereas the Constitution prescribes the functions for which both national and provincial
governments have a shared competence, it is not always clear how the associated roles and
responsibilities within a function are divided. There is no definitive framework to delineate the
respective sphere responsibilities. As a result, national government tends to either overreach
by performing direct delivery responsibility, taking over functions and controlling the funding
or simply passes the buck to provinces where resources are unavailable or inadequate.
Similarly, provinces often abuse the system by deviating from national policy requirements on
the grounds of ambiguity, autonomy or underfunding. Accordingly, service delivery is
adversely affected while intergovernmental tensions continue relentlessly.
A bigger manifestation of concurrent function challenges manifest through misalignment
(perceived or otherwise) of provincial budgets and national priorities. Misalignment of budgets
and priorities takes place when provinces are perceived to not be adequately funding national
policy priorities out of their equitable share allocations. As a unitary state, the Constitution
advocates for uniformity or equality in the distribution and provision of service across all
provinces. National government is entrusted with the responsibility of ensuring that provinces
are funded to deliver national priorities and adhere to the minimum norms and standards. In
the same vein, provinces, as semi-autonomous spheres of government, contend that the budgets
reflect competing needs applicable to the regional province’s specific circumstances and
therefore should not be subjected to wholesale national policy imperatives. Intrinsic in this
view is the recognition of a province as an executive legislative authority that can take decisions
independently through qualified institutions. Hence, provinces strongly advocate for certain
discretion in terms of how they allocate their unconditional share of nationally raised revenue
to concurrent functions
These tensions raise questions about the effectiveness of intergovernmental forums established
to facilitate cooperation and coordination across sector departments responsible for concurrent
functions. Disagreements about allocations, national priorities and adherence to norms and
standards suggest that consultation and coordination is weak
The accountability chain for concurrent functions is somewhat nebulous. It is not immediately
clear, how accountability arrangements are defined between the presidency, Parliament,
legislatures, premiers, ministers and members of executive councils (MECs). Inability to
5
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deliver services by a province places the national minister accountable for sector outcomes in
a precarious position. In health and education for instance, questions remain about whether
national ministers should be held accountable for performance or delivery failures when the
resources are transferred directly to provinces (which by law are accountable to provincial
legislatures). Sub national governments are also adamant that they cannot be held directly
accountable for slow delivery when they are deprived of the necessary resources to meet the
overwhelming policies set by national government. In the absence of a framework that clarifies
institutional and funding arrangements and responsibilities for concurrent social services,
South Africa will continue to experience unsatisfactory health and education outcomes and
complaints about the composition and adequacy of revenue to provinces.
1.2





1.3







1.4

Research questions

What are the factors affecting effective functioning of provincial/national government
concurrent social services functions?
What must done to implement a more comprehensive system of output and outcome
reporting by provincial education and health departments?
What are the data requirements for linking provincial funding allocations for social
services to identifiable social outputs and outcomes?
Research objectives

To identify highlight IGFR challenges affecting effective function of concurrent
functions between the national departments of health and education and their provincial
counterparts.
To assess data availability on basic education and health inputs, output and outcomes to
facilitate comprehensive performance review of the social services and ascertain value
for money.
To determine the data requirements and availability and assess the overall applicability
of the costed norms approach, or part of it, in the current South African provincial fiscal
framework given the outcomes of the above two objectives.
Stylised facts on concurrent functions

Concurrent functions are an integral aspect of multi-level governance (MLG) or multi-centric
policy making, which describe the dispersion of power from the centre to sub national
governments or the sharing of policymaking between national, regional and local government.
Blurry boundaries between formal and informal sources can result from choice or necessity in
an MLG system. Choice refers to constitutional arrangements with built-in power sharing,
whereas necessity emanates from the centre’s lack of coordination capacity. Intrinsically,
policymakers can only pay attention to a small proportion of their responsibilities, and must
delegate or share power with many other actors. Therefore, MLG also describes a governance
problem or dilemma, in which central governments must balance the pragmatic limits of their
powers with an electoral imperative to demonstrate being in control (Cairney, 2012).
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In resolving concurrent functions, it can be useful to make a distinction between voluntarily or
“own” responsibilities (also known as original or exclusive responsibilities) versus mandatory
or “delegated” functions of both the national and sub national governments. The decision that
needs to be made is whether it is desirable to differentiate between what sub national
governments can do and what they must do (Vazquez and Alm, 2009).
However, drawing a distinction between delegated and own responsibilities is not a
requirement for a clear assignment of expenditure responsibilities. In countries where this
distinction is made, mandatory functions are generally regulated by the central authorities, at
least in part, so that they are concurrent functions and specific implementation or performance
requirements are put into place. Voluntary functions are entirely at the discretion of the sub
national governments, and thus exclusively sub national functions (OECD, 2017).
When the distinction is made between delegated and own responsibilities, the central
government also assumes the responsibility to directly, in some form, finance those functions
that are delegated to sub national governments. For example, the budget code of Ukraine,
approved in 2001, makes this type of distinction, and provides different “revenue baskets” to
ensure that enough funding is available to finance the delegated responsibilities. In the case of
Ukraine, sub national governments are nevertheless free to spend any revenues from the
delegated basket in any way they wish. More frequently, the arrangement for paying for
delegated responsibilities is via conditional or tied grants (eg, Bulgaria or Tanzania). In these
cases, sub national governments need to spend the funds in the way specified by the central
authorities. It needs to be noted that, although the practice of conditional or tied grants from
the central to sub-national governments is practically universal, the majority of countries
implementing this type of grant system do not make the distinction between “delegated” and
“own” responsibilities of sub national governments. However, the conditionality imbedded in
the transfers tends to work de facto in similar ways to the existence of “delegated” functions.
The issue of own versus delegated responsibilities is related to far we need to push for
“exclusive” (as opposed to “concurrent”) assignments. Exclusive responsibility is more
conducive to accountability and generally more efficient in the provision of services; however,
in practice, exclusive responsibilities are not always possible and may not be desirable in some
cases.2 As a result, in some countries, such as Germany, the model of “cooperative federalism”
is applied; in this case, most functional assignments are concurrent and different levels of
government continuously interact with each other in the design and implementation of public
service delivery (Papadopoulus, 2010).

2

A clearer division of responsibilities with the identification of exclusive responsibilities is not the only way to
enhance the accountability of subnational governments. As we have argued above, revenue autonomy also tends
to enhance accountability. However, how much accountability there is in the system will also depend on other
institutional features. For example, electoral systems with proportional representation and closed party lists tend
to promote less accountability than first-pass-the-post majority and open list elections. In South Africa
accountability tends to be compromised at least with respect to the provinces by the electoral system. Provincial
leaders tend to be much more accountable to the party than to their constituencies, largely because the party selects
those in the electoral list representing the party.
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It is important to note that in the case of shared or concurrent responsibilities, if there is going
to be clarity in the assignments, exclusiveness of responsibility needs to apply at some level,
for example, at the level of the main attributes relevant to the expenditure responsibility (eg,
financing of the service is the exclusive responsibility of one level of government while
regulation may be the responsibility of a different level), or at even a more subdivided level
(eg, some of the financing is the responsibility of one level and the rest of the financing is the
responsibility of a different level). In some cases, under concurrent functions the national
government establishes standards in the form of “framework legislation,” while sub national
governments can legislate details and deliver the services (eg, in Germany, Spain, Mexico and
Brazil).3
Concurrent functions provide flexibility for sub national governments to operate in a particular
area of responsibility until there is a need for a nationwide intervention; they also avoid the
need to enumerate specific attributes or sub-functions assigned to different tiers of government
or the need to subsequently revise them. However, all these benefits come at a cost of weakened
accountability and a lack of transparency for the decentralisation system (Vazquez and Alm,
2009).
However, in reality the cosharing of responsibilities for a single service may be inescapable.
Thus, for example, while sub national governments are responsible for primary and secondary
education, curricula and textbook production may be executed by the national government.4
The co-sharing of responsibilities becomes less of a problem when particular attributes and
tasks in a common service (for financing, regulation and implementation) are clearly assigned
to different levels of government.5 However, it is a common practice to leave responsibilities
unclear; for example, two different levels of government are responsible for financing and
regulation for the same basic service. These are the socalled common competencies or
functions, which often have led to conflicts in service delivery and to less than adequate
coverage. In difficult fiscal conditions, spending less or even withdrawing from common
competencies is more defensible for both central and sub national governments. Thus, as a
general rule, the assignment of exclusive functions is more desirable. When it is not feasible,
the responsibility for the different attributes and tasks associated with the service should be
clearly specified.
1.5

Research method

3

South Africa currently falls into this group of countries regarding the management of concurrent functions.
This is also true to a significant extent for South Africa.
5
In South Africa there are no such clear divisions of tasks. The Constitution put considerable emphasis on
cooperative governance, in which spheres are expected to reach consensus on policy and budgets, with the general
practice being that the central government initiates policy discussions and the provinces are expected to allocate
funds. However the experience so far suggests that consensus is difficult to reach. On the other hand, many
forums have been established to foster cooperation between the different spheres of government; an example is
the president’s coordinating council (PCC) chaired by the president. Nevertheless, it appears that these forums
are not as effective as desired. Also, some of the forums are not aligned with the budget process; for example, the
PCC takes place towards the end of the budgeting and prioritisation process.
4
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The methodology of this study is a combination of a descriptive and qualitative account of the
legislative institutional framework underpinning concurrent functions and the underlying
challenges. This exploratory approach is chosen because the problem of concurrent functions
has not been fully researched in South Africa’s system of intergovernmental relations. This is
followed by a detailed review of coverage, duration, frequency and regularity of education and
health performance data and data audit of costed norms data requirements against available
data sources to enable possible implementation of the formula.
2.

IGFR arrangements in South Africa – structure and challenges

2.1

Constitutional IGFR framework for social services

The Bill of Rights states that all citizens should have access to basic services, including
education and health. These requirements are contained in Sections 27(1) and 29(1). Schedule
4 provides powers and functions of provincial government that are to be provided concurrently
with national government, while Section 146 (2)(b) of the Constitution requires that the
minimum level of these basic services should be determined by national government. Basic
social services are to be financed by an act of Parliament, according to which the “revenue
raised nationally among the national, provincial and local spheres of government” is divided
equitably (Section 214(1)(a)). Section 217(1) (a) of the Constitution stipulates that each
province is entitled to an equitable share of nationally raised revenue. Similarly, Sections 44
and 104 of the Constitution give the national Parliament and provincial legislatures the
respective authority to legislate on matters listed in Schedule 4. Sections 85 and 125, which
deal with the executive authority of the national and provincial governments, and confer the
power on the national and provincial executives to implement such legislation. Together these
provisions mean that both the national government and the provinces have authority over, and
bear responsibility for, the matters listed in the schedule (Murray, 2010).
Section 146 (2) (b) provides for conflict resolution between national and provincial areas of
concurrent responsibility by stating that national legislation that applies uniformity with regard
to the country as a whole prevails over provincial legislation if any of the following conditions
are met:

The national legislation deals with a matter that cannot be regulated effectively by
legislation enacted by the respective province individually.

The national legislation deals with a matter that, to be dealt with effectively, requires
uniformity across the nation, and the national legislation provides that uniformity by
establishing –
o
Norms and standards;
o
Frameworks; or
o
National policies.
Section 125 limits the executive authority of the provinces to implement national policies to
the extent that there is sufficient administrative capacity to discharge the responsibilities but
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also places an obligation on national government to ensure that provinces deliver basic
services.
Chapter 3 of the Constitution envisaged that intergovernmental fiscal tensions that may arise
in the execution of concurrent social services must be resolved through cooperative governance
and coordination. In executing their respective mandates, the national and provincial spheres
are expected to act in the spirit of Section 41 of the Constitution, which among other things
states that all spheres of government and all organs of state within each sphere must:
 Respect the constitutional status, institutions, powers and functions of government in other
spheres;
 Not assume any power or function except those conferred on them in terms of the
Constitution;
 Exercise their powers and perform their functions in a manner that does not encroach on
the geographical, functional or institutional integrity of government in other spheres;
 Co-operate with one another in mutual trust and good faith by:
o fostering friendly relations;
o assisting and supporting one another;
o informing one another of, and consulting one another on, matters of common
interest;
o coordinating their actions and legislation with one another;
o adhering to agreed procedures; and
o avoiding legal proceedings against one another.
3.

IGFR institutional arrangements for delivery of social services

In accordance with Section 146 of the Constitution which requires the national government to
establish national policy, the education and health functions are governed in terms of National
Education Policy Act, 1996 (Act No. 27 of 1996) and the National Health Act, 2003 (Act No.
61 of 2003) (NHA) respectively, both of which sets out the roles and responsibilities of the
relevant stakeholders within a function and establish various inter and intragovernmental
relation structures for managing the function and sub functions. Table 1 gives a depiction of
the structures responsible managing social services IGF relations and their responsibilities. As
can be seen from Table 1, the responsibility for the delivery of social services is
disproportionally placed with the national government, particularly in regard to planning,
financing, staffing, coordination and monitoring and evaluation. Both the National Education
Policy Act and the NHA requires national government to make funding available for the
delivery of social services. The National Schools Act, 1996 (Act No. 84 of 1996) states that
the state must fund public schools from public revenue on an equitable basis to ensure proper
exercise of the rights of learners to education and further requires the minister of education to
determine norms and standards for school funding and infrastructure. In exercising its
executive authority, the national government is expected to consult with the relevant
stakeholders involved in the delivery of social services. For instance, in the case of education
the council of education ministers is required to consult with representative educators’
10
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professional bodies as well as learner and school governing bodies’ representatives on matters
concerning delivery of education.
Table 1: Institutional arrangements for managing IGF relations for social services
Authorities and forums
Act
Executive authority
IGFR forum

Education
National Education Policy Act
Minister of Education
Council of education ministers

Role and responsibilities

Planning, provision, financing,
staffing, coordination, monitoring
and evaluation

National administrative
authority
IGFR forum

Head of department

Role and responsibilities

Provincial executive authority
Provincial administrative
authority
IGFR forums

Head of education department
committee
Policy development,
administrative coordination and
advisory

Oversight

Prepare strategic health and
human resource plans

Member of executive council
(education)
Head of department

Member of executive council
(health)
Head of department

Heads of education department
committee

Provincial health council
Provincial health consultative
forum
District health council
District health consultative forum
Control and manage cost of health
provision, coordinate funding for
district health
Hospitals (national, provincial and
districts)
Primary health care clinics
National – portfolio committee on
health
Provincial legislature
National health council
Hospital boards and clinic
committees

Roles and responsibilities
Implementing units

Health
National Health Act
Minister of Health
National health council
National health consultative forum
Policy making, setting targets,
priorities, norms and standards for
provision and financing of health
services, coordinating health
activities and human resource
planning and production
Head of department

Education district offices
School
National – portfolio committee on
education
Provincial legislature
Council of education ministers
School governing bodies

Source: Compiled from the National Education Policy Act and National Health Act

Over and above the IGFR institutional structures established by the sector specific legislations,
both the Intergovernmental Fiscal Relations Act, 1997 (Act No. 97 of 1997) and
Intergovernmental Relations Framework Act, 2005 (Act No. 13 of 2005) make provision for
inter sectoral coordination and financing of social services.
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The Intergovernmental Fiscal Relations Act established the budget council and budget forum6
as statutory bodies in which the provincial and national government consult on any fiscal,
budgetary and financial matter affecting delivery of social services. The Intergovernmental
Relations Framework Act sets out additional parameters to facilitate cooperation and
coordination between national ministers and their provincial counterparts. The act establishes
the president’s coordinating council (PCC) and empowers the national executive member
responsible for a function to establish national intergovernmental forums (otherwise known as
MINMECs – ministers and members of executive councils) with provincial members of
executive council and local government councillors, to among other things discuss service
delivery performance, detect failures and initiate preventative or corrective actions if desired.
Similar provisions also apply to the provincial premiers.
3.1

Funding arrangements for social services

Social services are mainly funded through national transfers which flow to provinces through
the unconditional allocation or the provincial equitable share (PES) and a number of
conditional transfers. The composition and size of the allocation is determined through a budget
prioritisation process that involves the various social services institutional structures explained
above. The budget setting process is multifaceted. It commences with the respective heads of
department committees identifying spending priorities for the Medium Term Expenditure
Framework (MTEF) and culminates in a vertical division of revenue (national and provincial
revenue pool) determined by the budget council. The second level of funding occurs
horizontally where province are allocated their discretionary equitable share and conditional
grants share. The PES is allocated to provinces through a formula that resembles constitutional
functional assignments and captures the relative demand for services within provinces, whereas
conditional grants use different allocative criteria depending on their purpose. The third level
of budgeting entails allocation of each province’s equitable share into various functions in
accordance with the province’s specific needs. Lastly the MEC council responsible for
education and health allocates the available funding to various programmes and sub
programmes, taking into account national policy directives.
Table 2 shows the fiscal framework for social services. Social services account for 31 per cent
of the national budget – a sizeable share. Similarly, provinces allocates approximately 70 – 80
per cent of their total discretionary funding to education and health. By way of comparison
between provinces, Limpopo and Eastern Cape allocate the highest share of PES to education,
while Gauteng and KwaZulu-Natal allocates the highest budget to health.

6

The budget council is constituted by the national executive member responsible for finance and his/her nine
provincial executive counterparts. The budget forum is made up of the national executive members responsible
for finance and local government and their nine provincial government counterparts. The PCC is constituted by
the president and his/her deputy, the national executive member responsible for finance and public administration,
nine provincial premiers and local government representatives.
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Table 2: Funding source and composition of social services
National
Unconditional
Conditional
Province

Education
Total budget
allocation
R246 533 000

PES
Conditional
Province

Total budget
Allocation
240 851 180
Allocation

Eastern Cape
Free State
Gauteng
Kwazulu-Natal
Limpopo
Mpumalanga
Northern Cape
North West

R34 772 126
R13 579 224
R45 220 540
R50 903 682
R30 607 772
R20 973 433
R6 417 223
R16 183 868

% of national
budget
17%
% of total
allocation

% of provincial
budget
44%
39%
37%
42%
47%
44%
37%
39%

Health
Total budget
allocation
R208 777 000
Total budget
Allocation
194 621 923
Allocation
R23 699 560
R10 403 313
R46 429 326
R42 347 664
R19 511 420
R13 278 174
R4 735 195
R11 153 568

% of national
budget
14%
% of total
allocation

% of provincial
budget
30%
30%
38%
35%
30%
28%
28%
27%

Source: FFC compilation

4.

IGFR challenges for social services

4.1

Legislative challenges

The foremost legislative challenge affecting the effective functioning of IGFR for social
services is the absence of clarity over whether concurrent function constitutes a voluntary
(own) or a mandatory (delegated) responsibility for provinces. Sections 44 and 104 of the
Constitution respectively give the national Parliament and provincial legislatures the authority
to legislate on matters listed in Schedule 4 (concurrent functions). Sections 85 and 125, which
deal with the executive authority of the national and provincial governments, confers the power
on the national and provincial executives to implement such legislation. Together these
provisions mean that both the national government and the provinces have authority over – and
bear responsibility for – the matters listed in the schedule (Murray, 2010).
Additionally and as mentioned earlier, Section 125 limits the executive authority of the
provinces to implement national policies but also places an obligation on national government
to ensure that provinces deliver basic services. However, the absence of a standard measure of
administrative capacity, or lack of continuous assessment of capacity, constitutes an important
point of dispute in delivery of concurrent services – especially when undertaking Section 100
interventions or determining the nature of fiscal transfers to provinces. The lack of definitive
criteria for measuring provincial capacity to implement national policies has implications for
the functioning and integrity of IGFR and the delivery of basic services (see subsequent
discussions). These deficiencies became apparent when government resolved in December
2011 to intervene in the financial and administrative affairs of several provincial departments
(including health and education) in Gauteng, Free State and Limpopo.
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National government placed affected provinces under the different levels of intervention as
provided for in the Public Finance Management Act, 1999 (Act No. 1 of 1999) (PFMA) without
paying to regard to the severity of fiscal management challenges. In Gauteng, the intervention
was undertaken in terms of section 6 (2) (f) to (g) of the PFMA. The Free State intervention is
in accordance with section 100(1) (a) of the Constitution. These are less intrusive types of
interventions which only require national government to issue directives to the concerned
sphere on necessary corrective steps. The Limpopo intervention was initiated in terms of
section 100(1) (b) of the Constitution. This entailed an effective takeover of the powers and
functions of aspects of the provincial administration for a specified period (FFC, 2012).
Coassignment of legislative and executive powers to the national and provincial governments
over the same functions creates tension in the execution of policies and budgets, especially
where national norms and standards are unavailable or not adequately funded. Notwithstanding
the limitations placed on provinces to comply with national policy, it is worth noting that
provinces are yet to legislate their own education and health laws to guide delivery
performance. The implementation of national norms and standards by provinces raises yet
another complicating question on concurrent delivery arrangements: whether provinces are
acting as delegates of national government (implementing agencies) or distinct democratic
institutions?
These ambiguities often create tensions in the delivery of concurrent functions, manifesting as
misalignment between provincial budgets and national priorities and lead to fragmentation of
functional responsibilities and transfers as national government attempts to directly implement
certain aspects of service delivery. Ambiguities in roles and responsibilities further leads to
blurred lines of accountability between the national and provincial executive.
4.2

Coordination challenges

Notwithstanding the seemingly extensive process of cooperative governance, deep concerns
about the ability of IGR structures to foster coordination, good governance and improved
delivery remain. The national departments of education and health are increasingly frustrated
with the manner in which the intergovernmental relations (and the intergovernmental fiscal
system) is working or not working. Their frustration arises from the following:

A view that there is no point in developing policies that seek to achieve certain outcomes
(especially those aimed at effecting equity and equal opportunities) if these cannot be
implemented due to a lack of or inadequate resources being allocated to such priorities
in provincial budgets;

A view that provincial executives, collectively, sector departments and provincial
treasuries are not doing enough to ensure that intergovernmental agreements are adhered
to;

The inclination among provinces to prioritise projects that do not have the same
redistributive and redress impact as the national priorities, especially where funds are
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‘siphoned-off’ from allocations for national priorities to fund the provincial priorities;
and
A view that national government cannot be held accountable for delivery of services
when it does not have control over the budgets.

Similarly, provinces register their own concerns with regard to the workings of IGR processes
as follows:

National and provincial priorities are never different, and they always find expression in
provincial budgets. Differences might exist only in relation to the emphasis each sphere
places on a particular priority;

The determination of appropriate funding levels for national priorities in relation to
concurrent functions is always better left to provinces because they are closer to “the
action” and they understand local needs better and can better assess the capacity of
departments to absorb resources;

The current funding mechanisms (the vertical and horizontal divisions, and the
conditional grants) do not take into account provincial economic development needs, and
the current budget process does not provide sufficient room for spending priorities
outside social services;

Certain sector priorities seek to address province specific needs to which the current
resource allocation mechanisms do not necessarily respond; and

The growing phenomenon of earmarking allocations reduces provincial expenditure
discretion.
The list of the concerns highlighted above is by no means exhaustive. A diagnosis of the entire
IGR framework as it relates to policy making and budgeting points to more problem areas that
contribute to the misunderstandings.

The high level of concurrency and a large number of interdependent government spheres
and departments creates opportunity for fragmentation and brings high administration
and coordination costs;

The nature and quality of the consultations is questionable and seemingly inconsistent
with the spirit of cooperative governance. Priority setting process is considered overly
superfluous as only national priorities feature prominently, thus reinforcing
misalignments and haphazard budget implementation. Similarly, it is also unclear how
provincial executives view filtering up into the national sector policy making process.

Ideally, when the HOD forums meet for the first time, their discussions should be
informed by the works of the provincial sector technical committees that guide specific
policy needs of each province. However, these committees are not effective as desired
and result in ill-informed decisions on policy direction. In addition, the presence of
national departments in the HOD forum, with their tendency to impose policy priorities
on provinces, exacerbates the problem. The resultant outcome of the forum’s decisions
has adverse ripple effects on the subsequent stages of prioritisation and budgeting. The
national departments bid for extra funds under the disguise of policy consensus between
them and provinces. On the other hand, provinces make allocations on the basis of
15
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4.3

identified specific circumstances and budgetary pressures. Consequently, when the
national departments view provincial budget outcomes, they regard them as undermining
their policy intentions, hence the need to veer away from a stronger fiscal
decentralisation;
IGR institutions such as joint MINMECs, PCC, extended cabinets and budget councils
exist to influence and facilitate alignment of policy and budgets for concurrent functions.
These committees or councils have their own specific gaps and largely respond to an
imperfect process, as it filters down the budgeting process. In essence, the scope of these
committees to forge alignment is limited;
National government makes incorrect assumptions about the capacity of provinces to
assimilate and customise national policies to their circumstances. These policies are
sometimes not well articulated and costed to ensure smooth implementation;
A common thread from this analysis is that both provinces and national government have
an equal role in the process of setting policy priorities and influencing the division of
revenue. Provinces are represented in all decision making structures at official and
political level. However the capacity of such representation is questionable because
provinces are not able to influence or adhere and commit adequate funds to nationally set
policies.
Funding challenges

On the funding front, the key IGFR challenge affecting the functioning of social services is the
perception of underfunding or vertical fiscal imbalance. Evidence emanating from the
submissions made by provinces at various forums, especially MTEC hearings and through
implementation of various expenditure programmes (eg, oncology services in KwaZulu-Natal)
increasingly suggest that social services experiences serious budget shortfalls (FFC, 2014 and
2018). The causes of these shortfalls are multifaceted. They range from misalignment of
revenue and expenditure responsibilities to incremental budget decision making, lack of or
poor costing of policies, high service delivery norms and standards, incremental budget
decisions and rapid growth in expenditure (Arnet, 2012).
Second, there is no clarity on the primary goal of the equitable shares allocated to provinces
for social services and as result the transfers are overloaded with too many objectives, such as
whether the objective is to equalise, distribute, or redistribute public funds to the subnational
governments. The PES transfers in some ways play the role of an “equalization grant” in many
other systems of decentralised finance, but they also play several other roles, such as being one
of the main sources of vertical balance providing overall financing to sub national
governments.
Third, there is currently no standard methodology or even widely accepted principle approved
in any legislation to derive or estimate spending needs of provinces from the current assignment
of education and health expenditure responsibilities. Without an approach to translate
expenditure responsibilities into expenditure needs, friction and misunderstanding between
different spheres of government are likely to increase. On the one hand, sub national
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governments may be unhappy because they feel that the current level of financing is not
adequate for the responsibilities that have been assigned to them. On the other hand, the
national government may argue that the current level of financing is more than adequate. The
different rounds of discussions that have been held regarding increased financing via additional
transfers has yielded no results partly because there is no transparency and consensus on the
expenditure needs of provincial governments.
4.4

Performances challenges

Another long standing IGFR challenge affecting delivery of social services is the absence of
delivery and expenditure norms and standards. This causes variations in the levels of
allocations and quality of services delivered across provinces despite the constitutional
requirement for national government to ensure uniform access to basic services. This
deficiency causes intergovernmental fiscal disputes and unnecessary legal battles as a result of
which the PES is exposed to budget determination by the courts of law. In cases where norms
and standards are put in place, provinces do not fully comply with them, pointing to weaknesses
in cooperative governance, and national government is unable to enforce them because of
inertia, weak oversight and the complex system of intergovernmental accountability. The
discussion about norms and standards are further convoluted with erosion of provincial
expenditure autonomy and the adequacy of PES funding to meet the set norms and standards.
The result of this confusion is manifest in the diversion of transfers to provinces away from
PES to conditional grants and taking over of functions by the national government in an attempt
to address delivery failure. However, the unpreparedness of both national and provincial
government to administer and implement conditional grants creates additional drag on the
system.
4.5

Judicial determination of social services budget

Provinces provide important socio-economic services in terms of the Bill of Rights. Consistent
inability to fully provide or demonstrate progressive realisation of these rights occasionally
opens the fiscal system to risks of judicial interference. Courts of law are increasingly
approached by civil society groups to pronounce on policies which have serious implications
on the budget and allocation framework. The Minister of Education has recently been ordered
to promulgate and fund norms and standards for school infrastructure as required by the South
African Schools Act (High Court of South Africa, 2018). A court judgement between the Free
State provincial government and National Association of Welfare Organisations and NonGovernmental Associations regarding financial awards to NPOs ruled that government must
fully fund services that have been classified as a priority or at least demonstrate that reasonable
steps have been taken toward addressing the need. The court declared the financial award
policy of the department unreasonable because it lacked a fair, equitable and transparent
method of determining the amount of own funding contribution required from NPO to fulfil
state obligations (High Court of South Africa, 2014). These two judgments underscore the
need to objectively determine resources allocated to provinces, to cost national policies for
which provinces are responsible for implementing and more importantly to set minimum
delivery and funding norms and standards which take into account macroeconomic and fiscal
constraints.
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5.

Assessment of output and outcome measures for social services

Basic education and health care are the two most important public social services provided by
governments. The United Nations lists policy objectives relating to universal health coverage
and quality education as its third and fourth Sustainable Development Goals (SDGs) for 2030
respectively. Both basic education and primary and secondary health care are delivered by
provincial governments but funded centrally. Plans are being made to introduce a national
health insurance that will have consequences for the role of provincial governments in
delivering health and social care. (Government of South Africa 2017, UNESCO 2018, WHO
2018). Ordinarily, the location of spending authority and funding source causes structural
tension between spending or delivery agents and the suppliers of funds. The first is concerned
with meeting the needs or demands of end-users, and the latter with value for money given a
limited supply. To mediate between these interests and arguments, it can help to measure
spending efficiency in terms of outputs and policy effectiveness in terms of outcomes.
The theoretical basis for public sector performance and evaluation was developed during the
late 1980s and early 1990s. The theory of change (ToC) model attempted to establish the causal
links between resource inputs and activities to a chain of intended or observed outcomes and
desired impacts. Results based management (RBM) involved the adoption of the ToC into
organisational strategic plans, monitoring and evaluation frameworks and risk management
practices and began being widely adopted during the 1990s and 2000s. Managing for
development results (MfDR) is the application of RMB to development agencies and
governments during the 2010s with the Millennium or Sustainable Development Goals as their
rationale and mandate.
In terms of the above, inputs include both spending value on current and capital items, and the
physical quantities of resources and labour time expended. The relationship between the two
is a measure of internal, organisational efficiency. Outputs are the beneficiaries of public
spending with external efficiency being a measure of per capita costs/spending. Outcomes
relate to the effect that spending has on the productivity of beneficiaries (expressed as quality
adjusted life years) with the cost per life year gaining a measure of effectiveness. Finally,
impact refers to the contribution made by these productivity changes on the size of the economy
(ie, value added). Since all expenditures have opportunity costs, it is net rather than gross
outputs, outcomes and impacts that are pertinent. Net values are the difference between actual
beneficiaries (drawn from organisational records) and eligible ones (as determined by policy
and measured through official, representative surveys).
The sub indicators of each of the sector-specific SDGs pertain to the first stage of a calculation
of outcomes. For example, SDG 4 education strategic goals are prioritised as (1) primary and
secondary school literacy and numeracy, (2) early childhood development, (3) vocational
training, (4) digital skills, (5) access for the disabled and vulnerable, (6) adult literacy and
numeracy, (7) inclusion of global citizenship and sustainable development in teaching and
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assessment; and three input indicators pertaining to (a) school infrastructure, (b) scholar
funding, and (c) teacher training (UNESCO 2018).
Efficiency is the relationship between inputs and outputs. Subject to errors of inclusion and
exclusion in learner numbers, there are between ten and twenty years of data available to
calculate learner:educator ratios for South African provinces. These can be disaggregated to
primary and secondary schooling at both the national and provincial level, and to early
childhood development, youth vocational training and special needs education for the disabled
at the national level only. It is possible to calculate learner support material, school nutrition,
scholar transport, school infrastructure and utilities inputs and spending per learner at both
national and provincial levels. A time series of five years is available but should be extended
to ten years before realistic targets and ranges can be set for these efficiency ratios.
At national and provincial levels, educational effectiveness can be calculated linking learner:
educator ratios to literacy and numeracy rates for late primary, school leaving and adult
learners. For this, between ten and twenty years’ worth of data is available to generate robust
and statistically significant results. The effects of teacher qualifications, learner support
materials, computer equipment, school infrastructure, school meals and scholar transport on
literacy and numeracy can also be estimated nationally and for each province. However, only
five years of data is available for this purpose and will need to be supplemented with a longer
time series before more definite conclusions can be drawn on the effectiveness of these
interventions.
SDG 3 health sub indicators include reducing (1) maternal and (2) infant and premature
mortality – plus morbidity - from (3) communicable diseases (initially AIDS, TB and malaria),
(4) non-communicable diseases, (5) alcohol, tobacco and narcotic use, (6) violence and injuries
and (7) pollution; while aiming for universal access to (8) sexual and reproductive health care
and (9) health risk insurance.
Cross cutting input measures include (a) research into medications and vaccines, (b) health
worker training and (c) the institutionalisation of early warning and risk management systems
(WHO 2018).
In respect of the measurement of efficiency of health services, insufficient data on patient
numbers in provincial clinics, hospitals, emergency, mental health, palliative and disabled care
facilities (and too short a time series on health worker and professional numbers) has been
collated to enable calculations of per patient spending, cost or efficiency. With the exception
of vaccinations, not enough input data has been collected to calculate per patient costs on
medicines, tests, information, research, hospital beds, medical and computer equipment. There
may be enough data on prevalence of communicable and non-communicable diseases, injury,
hunger or malnutrition and drug abuse to calculate the number of eligible patients for specific
treatments, but without numbers of actual patients, errors of exclusion and inclusion cannot be
estimated.
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To quantify the effectiveness of health services, the costs of preventing premature mortality or
treating morbidity due to pregnancy, or any of the identifiable causes of death or disability
would need to be estimated. While data on treatment by cause of morbidity can be interpolated
for nearly twenty years, it is not possible to disaggregate spending by cause of morbidity, and
hence to determine differentials in the costs of treatments for different ailments. National
department studies calculate the disability adjusted life years lost through various causes but
have not yet converted this into quality adjusted life years gained through treatment, which is
the direct relationship between inputs and outcomes.
The method by which South Africa’s performance in education and health performance
reporting is compared to that of four federal entities (Nigeria, India, Germany and the USA)
against a global benchmark is to evaluate (a) the central ministry strategic plans and (b) sectorrelated and contextual socio-economic performance data series available from official
statistics. Four criteria for evaluation are proposed: (a) comprehensiveness of strategic
objectives, (b) length of performance data series on which to estimate (c) numerical service
delivery targets for (d) as wide a coverage of component state or provincial governments as
possible.
By using an audit-based scoring system of whether (a) a sufficient time series of performance
data was available to estimate realistic targeting, and (b) whether the central department’s
strategic plans included the required input, output and outcome indicators to measure internal
and external efficiency and policy effectiveness at (c) provincial levels of government; it was
determined that South Africa currently has 44 per cent of the capacity required to measure
educational performance and 32 per cent of that needed to measure health performance. For
education, this is better than Nigeria and India but less than that highest scoring USA (57 per
cent). For health, this is marginally better than Nigeria and less than the USA (48 per cent).
See Table 3 and Table 4 below for detailed results.
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Table 3: Health performance data capacity score for provincial governments in federal
systems
Performance indicator

Nigeria

India

Germany

USA

South
Africa

Inputs
Spending

No.
indicators
(max score)
16 (80)
1 (5)

32
5

23
4

32
3

23
3

23
3

Current items

9 (45)

18

13

16

11

12

Capital items

6 (30)

9

6

13

9

8

Outputs
Beneficiaries

18 (90)
8 (40)

33
12

23
10

38
18

39
16

25
11

Governance

3 (15)

7

4

7

7

4

Prevalence

7 (35)

14

9

13

16

10

Outcomes
Premature mortality

22 (110)
8 (40)

44
17

37
13

42
13

71
30

41
13

Treatment for morbidity

9 (45)

17

16

17

29

20

Fertility

4 (20)

7

5

9

8

7

Conversion to QALYs or
DALYS
Total
% score

1 (5)

3

3

3

4

1

56 (280)
100%

109
39%

83
30%

112
40%

133
48%

89
32%

Source: DoH (1998, 2003, 2016, 2019), DPME (2019), WHO (2019)
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Table 4: Education performance data capacity score for provincial governments in
federal systems
Performance indicator

Nigeria

India

Germany

USA

Inputs
Spending

No. indicators
(max score)
15 (75)
1 (5)

27
3

27
3

40
4

40
3

South
Africa
31
3

Current items

8 (40)

14

14

22

21

15

Capital items

6 (30)

10

10

14

16

13

Outputs
Learners by stage

8 (40)
4 (20)

19
12

17
9

27
17

25
13

19
10

Learners by
vulnerability
Outcomes
Stage 1 - Skills

4 (20)

7

8

10

12

9

13 (65)
12 (60)

28
26

31
28

30
26

38
34

29
26

Stage 2 - Employability

1 (5)

2

3

4

4

3

Total
% score

36 (180)
100%

74
41%

75
42%

97
54%

103
57%

79
44%

Source: Department of Basic Education (2019), Department of Planning, Monitoring & Evaluation (2019),
UNESCO (2019)

6.
Linking IGF transfers to expenditure outcomes- revisiting the costed norms
approach
Since the Commission’s costed norms approach to the allocation of the PES was last proposed
in 2001/02, and subsequently rejected by national government, no attempt has been made to
review the costed norms formula or assess its applicability to the current IGFR environment.
The rationale for the costed norms approach suggests that once the level and quality of services,
the potential numbers of recipients, and the relative need for these services have been assessed,
it becomes possible to “cost” the amount that will be required by the provinces to finance these,
were they to provide them efficiently and to the chosen norms and standards (FFC, 2001). The
costed norms approach was designed to enable all provinces to achieve the nationally set
standards of basic services while at the same time retaining their autonomy to design
programmes in ways that suit their particular circumstances (FFC, 2001). It also ensures that
each province has the appropriate level of funding to better provide basic services to all
members of its constituency to the norms and standards that are affordable within the national
fiscal framework. More importantly, regional differences in cost drivers are explicitly
accounted for in the costed norms approach.
The absence of costed norms in the current PES allocation means that government is unable to
link resource allocations to delivery norms and standards and outcomes; and more importantly,
to evaluate if it is progressively realising socio-economic rights as required by the Constitution.
The ability to evaluate the performance of provincial resource allocation and provincial
outcomes is becoming increasing more pertinent, given the recent concerns around the
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efficiency and effectiveness of provinces and the asymmetry in the quality of services provided
across the country.
Developments and improvements in provincial financial and non-financial reporting and
further research in provincial services costing, outputs and outcomes have resulted in a greater
availability of many of the variables required to appropriately implement the costed norms
approach.
7.

Data audit

7.1

Education component: model and cost factors

The Commission’s proposed formula for the education component was designed with the
intention to reflect a costed norm based on a realistic simulation of the real-world differences
in the cost of educating learners in the various provinces (FFC, 2001). The funding formula for
the education component in the costed norms approach is:
9

𝐴𝐸𝑖

𝐴𝑑
= ∑ 𝐶𝑖𝑗 (𝐿𝐴𝑖𝑗 + 𝛼𝐿𝐼𝑁
+ 𝑃 𝑆𝑆 ) + 𝛽𝐿𝐼𝑁𝐷
𝑖𝑗 ) ∗ (1 + 𝑃
𝑖
𝑗=1

Where:
 𝐴𝐸𝑖 = the total equitable share allocation for education to province I;
 𝐶𝑖𝑗 = the average cost of educating a learner in learner group j in province i, defined as
remuneration per educator (different averages are used for ordinary and special schools)
divided by the normative learner-educator ratio for learner group j;
 𝐿𝐴𝑖𝑗 = the number of “appropriate-age” learners in learner group j in province I;



𝛼 = a policy parameter reflecting the weight to be placed on inappropriate age learners;
𝐿𝐼𝑁
𝑖𝑗 = the number of inappropriate-age learners in learner group j in province I;



𝑃 𝐴𝑑 = policy parameter for administrative expenditures as a proportion of educator
remuneration expenditures;
𝑃 𝑆𝑆 = policy parameter for spending on books and supplies as a proportion of educator
remuneration expenditures;
𝛽 = policy parameter reflecting the absolute amount of spending per independent
learner the national government wishes to recognise; and
𝐿𝐼𝑁𝐷
= independent school learners in province i.
𝑖





7.1.1 Data needs according to the proposed formula
Based on the formula above, it was determined that the data needs for education component
fell into two categories:

Numbers and composition of learners to be educated; and

Numbers and quality of educators required.
7.1.2 Numbers and composition of learners to be educated
Each province’s student population is disaggregated into the following groups:
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C1: Poor primary school learners in urban areas per province;
C2: Poor primary school learners in rural areas per province;
Non-poor primary school learners in urban areas per province;
Non-poor primary school learners in rural areas per province;
C5: Poor secondary school learners in urban areas per province;
C6: Poor secondary school learners in rural areas per province;
Non-poor Secondary School Learners in Urban Areas per province;
Non-poor secondary school learners in rural areas per province;
Number of special school learners per province;
How many inappropriate aged ordinary primary school learners per province; and
How many inappropriate aged ordinary secondary school learners per province.

Provinces with a higher proportion of C1, C2, C5, and C6 learners, for example, are likely to
have a higher costed norm per pupil than a province with a lower proportion of such learners
(FFC, 2001).
7.1.3 Numbers and composition of learners to be educated
It is suggested that the cost of providing a basic education to poor, rural learners is greater than
the cost of educating poor, urban learners, and these costs are both higher than the costs of
educating learners whose families are not poor (FFC, 2001). To provide a proxy for the relative
costs per learner for each learner group, a normative or benchmark learner-educator ratio (L/E)
is assigned to each group (FFC, 2001). The cost per learner for each of the nine provincial
groups of learners can be divided into two parts: the remuneration of educators and the
expenditures on supplies, and school administration. The Commission suggested the following
variables relevant to the education component model:

Number of primary school teachers per province;

Number of secondary school teachers per province;

Average/total remuneration of primary school teachers per province;

Average/total remuneration of secondary school teachers per province;

Average/total remuneration of special school teachers per province;

Average/total administrative expenditure of primary ordinary school (non-personnel
spending) per province;

Average/total administrative expenditure of secondary ordinary schools per province;

Average/total administrative expenditure of special schools per province;

Average/total books and supplies of primary ordinary schools per province;

Average/total books and supplies of secondary ordinary schools per province; and

Average/total books and supplies of special schools per province.
7.2

Health component: model and cost factors

The costed norms approach to health funding attempts to estimate the cost of providing the
most basic public health services across provinces, and to satisfy the requirement for a longterm approach to the equitable share allocation for health (FFC, 2001). The implementation of
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the costed norms approach involves the calculation of the average costs of providing the set of
health care services that are considered necessary requirements of basic health care. The
Commission’s proposed formula for the health component is:
4

𝐴𝐻
𝑖

= ∑ 𝐶𝑖𝑗 𝑃𝑖𝑗
𝑗=1

Where:
𝑆
𝑜
𝑃
𝑃

𝐴𝐻
𝑖 = The equitable share allocation for health in province i, 𝐶𝑖𝑗 = 𝐶𝑖𝑗 + 𝐶𝑖𝑗 + 𝐶𝑖𝑗 =



𝑇ℎ𝑒 𝑐𝑜𝑠𝑡𝑠 𝑜𝑓 𝑝𝑟𝑜𝑣𝑖𝑑𝑖𝑛𝑔 𝑝𝑟𝑖𝑚𝑎𝑟𝑦 ℎ𝑒𝑎𝑙𝑡ℎ 𝑐𝑎𝑟𝑒 𝐶 𝑃 , secondary health care 𝐶 𝑆 , and
other health care related services 𝐶 𝑂 to individuals of patient type j in province i. Also
includes the poverty rate in province i and the national average poverty rate; and
𝑃𝑖𝑗 = The number of people in province i of patient type j.

7.2.1 Data needs according to the proposed formula
Based on the formula above, it was determined that the data needs for the health component
fell into two categories:

Demographic needs; and

Costs of primary and secondary health care.
7.2.2 Social and demographic needs
Considering the various elements of the health care formula, the following demographic
variables are required:

Total number of males between the ages of 5 and 65 in poor and non-poor households
per province;

Total number of women between the ages of 5 and 15 in poor and non-poor households
per province;

Women between the ages of 50 and 65 in poor and non-poor households per province;

Children under the age of five in poor and non-poor households per province;

Women between the ages of 15 and 49 in poor and non-poor households per province;

The aged over 65 in poor and non-poor households per province;

Poverty rate per province; and

National average poverty rate.
7.2.3 Costs of primary and secondary health care
Considering the various elements of the health care formula, the following cost variables are
required:

Total/average costs of indirect services (clinic transport and administration) per province;

Total/average cost of delivering primary health care per province; and

Total/average cost of delivering secondary health care per province.
7.3

Summary of data audit

Following the identification of the various variables required for the education and health
components of the Commission’s costed norms approach to the PES, an investigation into the
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availability of the data was conducted. The costed norms approach was initially made in 2001.
As acknowledged at the time, much of the data required to operationalise the formulas was
lacking. However, great strides have been made since then to collect provincial level financial
and non-financial data, particularly on the side of the National Treasury, Statistics South Africa
(Stats SA) and the respective sector departments.
The data sources used to compile this information are Stats SA (General Household Survey,
Community Survey, Census), National Department of Basic Education (DBE) website,
education management information systems (EMIS) downloads from the DBE website, most
recent annual reports (2018/19) provided by the different provincial education departments
(PEDs) and the South African Schools Act. It is important to note that all nine PEDs report
against the same set of performance indicators and therefore have a similar reporting structure
in their annual reports.
A two-pronged approach was adopted for the data audit. Firstly, the data audit begins with a
search for the original data requirements for the costed norms formula. This includes the initial
service “norms” proposed by the Commission to operationalise the formula in the face of a
lack of data at the time. Secondly, the data audit investigates whether there were any
developments in the formulation of norms and standards since 2001. At the time, there were
no legislated or stipulated policy norms and standards for education and health care, which
prompted the Commission to propose certain service standards. For a summary of the audit
data, please refer to Appendix 1.
8.

Key observations and deductions on the costed norms approach review:

The current PES is largely a demand driven allocation model that is simple and appropriate in
a data constrained environment. The formula is also sufficiently flexible to incorporate data
when it becomes available.
However, the current PES assumes considerable uniformity amongst provinces and demand
factors and does not differentiate between the different costs and burden placed on provincial
services by different demographic groups. Given this, it can be argued that the current PES
formula is relatively allocative inefficient.
The costed norms approach remains a benchmark for the appropriate funding of provinces,
given the comprehensive nature of the formula and the relative allocative efficiency gains of
the allocations. The use of both demand and supply side factors in the form of costing services
is apparent in several funding mechanisms used internationally.
A comprehensive data audit confirms that not all aspects of the original Commission’s costed
norms formula can be implemented due to a lack of data.

While service norms and standards have been developed, these are not comprehensive
across the different aspects of education and health and none of these norms and
standards have been costed;
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While there have been strides in provincial data collection, costing data still remains
elusive;
Provincial financial reporting focuses on overall expenditures as opposed to identifying
specific input costs.

Nevertheless, the use of costing methodologies is the best way to ascertain the costs of service
delivery, as opposed to collecting costs directly, which is an expensive exercise. The
Commission’s proposal highlighted certain methods that can be replicated in the South African
provincial context to estimate service costs.
The research confirms that data exists to differentiate the population by gender and poverty
profiles. Research shows that such factors impact on the nature of the service demand and the
associated costs of providing such services. There are strong indications that the current
distribution of the PES can be significantly improved if certain aspects of the costed norms
model are incorporated into the PES formula. Incorporating such aspects into the current PES
can improve the distribution of allocations and the overall allocative efficiency of the formula.
9.

Conclusion

This chapter highlighted IGFR challenges that impacting the delivery of social services in
South Africa, with a particular emphasis on education and health care. IGFR are concerned
with social services and with arrangements for functional and revenue assignments between
the difference spheres of government as well as the attendant delivery and accountability
structures. Social services account for the greatest proportion of the national budget and are a
subject of considerable interest to political authorities, the legislature and the general public.
IGFR arrangements for these services continue to dominate the public discourse as it relates to
resourcing and the capacity of government to deliver. The manner in which functions and
resources are divided has a bearing on delivery performance for social services. In this chapter
we observe that social services are delivered through a concurrent system of governance in
which national government takes responsibility for policy making, setting national norms and
standards, providing the requisite funding, while provinces implement the policies in
accordance with national legislation in pursuit of national uniformity. A system of concurrent
functions is invariably susceptible to intergovernmental tensions and disagreements in spite of
the Constitution providing a guiding framework to facilitate smooth running of IGFR between
national government and provincial authorities responsible for education and health care.
Notwithstanding the existence of a fairly elaborate framework for IGFR, the chapter identifies
a number of long-standing challenges effecting effective functioning of IFGR for social
services. Among these is the absence of legislative clarity regarding the definition of “own”
responsibilities of the provincial governments for which they can make decisions with
complete autonomy, and of “delegated” responsibilities, for which provincial governments
have to comply with standards of provision provided by national government, as well as the
absence of costed norms and standards against which provincial funding and delivery
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performance can be measured. Coordination is another significant challenge overwhelming
delivery of social services. The quality of provincial representation with IGFR forums and the
capacity of national government to oversee effective IGFR is questionable. Similarly,
perceptions of underfunding, fuelled by the inability of the social sectors to cost their
expenditure needs, are ubiquitous. This has resulted in ongoing debates about the inability of
national government to fund new policy priorities and the performance capacity of provinces.
The absence of performance or delivery norms and standards makes it difficult to measure the
outputs and outcomes and to achieve possible linking of funding to the outcomes as envisaged
in the Commission’s costed norms approach.
Data audit of required input, output and outcome indicators to measure internal and external
efficiency and policy effectiveness at provincial levels of government reveals that South Africa
has 44 per cent of the capacity required to measure educational performance and 32 per cent of
the capacity needed to measure health performance. Similarly, a review of the costed norms
data requirements and availability suggest suggests that the costed norms proposal cannot be
fully implemented in the current environment, given the data requirements of the approach and
the lack of a proper costing of policy norms and standards developed by sector departments .
However, the developments in data collection and costing methods and the current design of
the PES formula strongly supports the incorporation of certain elements of the costed norms
approach into the current PES formula to improve the relative distribution of allocations.
9.1

Recommendations

With respect to the intergovernmental system in the context of social services, the Commission
makes the following recommendations:
9.1.1 Improve IGFR for social services:

The national departments responsible for key concurrent social functions, especially
education and health, must revise their respective enabling or subordinate legislations to
ensure that the roles and responsibilities for various sub functions or activities within a
function are clearly detailed and linked to the accountability framework.

The national basic education and health sector departments, with the support of the
Presidency, should reintroduce the outcomes-based performance agreements, as means
of clarifying the lines of accountability between national and provincial executive
authorities and all parties supporting the achievement of priority, as per the outcomes
approach to monitoring and evaluation introduced in 2009 and the Commission’s
recommendations made in its 2014/15 annual submission to the Division of Revenue.

The national departments responsible for driving intergovernmental relations must invest
in financial and human resource capacity to conduct intergovernmental relations
effectively and emphasise the values of trust and cooperative governance.
9.1.2 Improve education and health performance reporting:

Provincial education departments should incorporate data collection of both eligible and
actual learners in early childhood development, youth vocational training, adult basic
education and special needs education within the existing reporting framework, and be
required to measure administrator-to-learner and computer-to-learner efficiency ratios.
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The annual national assessments for Grades 3, 6 and 9 should be restored as a means of
standardising primary and secondary school literacy and numeracy outcomes. They
should be bolstered with new measures of digital literacy, sustainable development
knowledge, and existing assessments of life skills in respect of sexual and reproductive
health.

The district health services directorates of provincial health departments should measure
progress and set targets annually on: clinic leadership and management, health
information material disseminated, diagnostic tests and medications issued, municipal
utility provision in clinics and district hospitals and computer and medical equipment
secured. This is especially urgent in light of the Covid-19 pandemic, which should be
used as an opportunity to conduct an audit of health information systems across
provinces, so that they can be configured to enable the collection of the required data and
entrench measurement and targeting systems.

The Department of Health and Stats SA must conduct regular surveys on official causes
of death and demographic and health. These surveys should aim to measure the causes
of mortality and morbidity (including the most prevalent communicable and noncommunicable diseases, sources of injury, malnutrition, drug abuse, pollution, homicide
and suicide) for each province and ideally municipal council.
9.1.3 Improve the funding mechanism and linkage between inputs and outcomes:

National Treasury should consider balancing the current benefit of the simplicity in the
PES formula with a move towards improving the distribution of the overall formula by
acknowledging the higher costs of providing services to vulnerable groups and the greater
demand for services from certain demographics. The proportional distribution
mechanism should remain in the PES, but higher weights should be considered for
funding vulnerable groups in determining education and health components. This would
not result in a change of the overall pool available for education and health, but rather
acknowledge and explicitly fund provinces that face greater needs for education and
health services given their socio-demographic profiles. This can be achieved as follows:
o
In the education component, differentiate the school-age population by gender,
income and location, and apply a higher weighting for funds on the vulnerable
groups. This should be applied also to the data on learner enrolment.
o
The output sub-component of the health component should differentiate between
gender and age of the person using the health service. Higher weights for funding
should be applied to the persons over the age of 65, women aged between 15 and
49 and children below 5, than for males aged between 5 and 65.
o
The respective weightings for specific groups should be determined by government
and informed by consultations with the respective provinces.
o
The poverty component in the current PES formula should be updated with the
latest income and expenditure data from the 2014/15 Living Conditions Survey
undertaken by Stats SA
9.1.4 Costing of current norms

The departments of basic education and health should urgently pursue efforts to cost the
current norms developed in education and health care. This should be done by
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incorporating the reporting of the costs of specific inputs in the delivery of provincial
services through current provincial reporting formats. This would constitute the
implementation of a “bottom-up” approach to costing. Government should also use the
methods outlined in this report to calculate cost estimates of specific norms and
standards. These cost estimates should initially be used to determine provincial
expenditure performance and, in the long term, be considered for incorporation into the
PES formula.
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Chapter 2:
Implications of Covid-19 for South
Africa’s Growth and Reconstruction
Agenda
Vusi Gumede
1.

Introduction

The coronavirus (Covid-19) has worsened a socio-economic situation that was already
precarious, particularly for countries such as South Africa. The South African economy was
already in recession when Covid-19 reached the country. Just as Covid-19 was spreading, the
country was downgraded to a sub-investment grade. Covid-19 and the sub-investment grade
are making it very challenging for South Africa’s socio-economic development to improve.
At the time of finalising this chapter, latest data7 from Statistics South Africa and the South
African Reserve Bank, confirm that Covid-19’s impact on the economy is significant. For
instance, the South African economy contracted by 51 per cent in the second quarter of 2020.
On the upside, the inflation has remained low - its lowest since 2005 - at about 3 per cent as
measured by the Consumer Price Index (CPI). It is not surprising, therefore, that the South
African Reserve Bank (SARB) has significantly reduced the repo rate to a record low of 3.5
per cent. The biggest impact of Covid-19 is felt in the labour market: the number of
unemployed people increased by 344 000 to 7.1 million in the first quarter of 2020 resulting in
an increase in unemployment rate by 1 percentage point to 30.1 per cent compared to the fourth
quarter of 2019. The level of unemployment is worse for the youth (ie, those aged 15–35 years):
over 60 per cent of unemployed persons are the youth.
Many economic and social relief interventions are being implemented to mitigate the negative
impact of Covid-19. Without a doubt, South Africa requires a comprehensive growth and
reconstruction programme in order for socio-economic development to improve. Therefore, it
is important to examine all the economic and social relief interventions that are being pursued
and propose a clear economic path for South Africa going forward. Such an undertaking should
also examine the implications for public finances to inform views pertaining to reprioritisation
in the budget and other interventions in the context of the Financial and Fiscal Commission’s
mandate.
7

See the second quarter 2020 publications of Statistics South Africa and 23 July 2020 Monetary Policy
Committee’s statement.
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2.
Research questions
The following are the key questions that this chapter addresses:

What are the implications for the economy and society of the interventions that the
government is pursuing?

What are the implications for public finances of the various interventions?

Are there implications for the capacity and the organisation of the state?
The chapter starts with background on the economic performance of the South African
economy. This is followed by taking stock of the interventions that have been pursued. Then
the chapter discusses tax revenue and the budget for the past five years or so, followed by the
discussion of the division of revenue. Before concluding, broad ideas pertaining to the growth
and development programme for South Africa are given. In the main, public finances would
still be significantly negatively affected by Covid-19. Tax revenue would continue to decline
in the short to medium term while economic activity would remain subdued. It is critical that
the fiscus is used judiciously. The priority should be to design a clear economic recovery path,
putting into place requisite capacities for its implementation.
3.

Literature review

3.1

Global economy

As the OECD (2020) indicates, the Covid-19 pandemic triggered the most severe recession in
nearly a century and has caused significant disruption in the lives of millions. The pandemic is
reported to have spread to every part of the world (with the exception of Antarctica) (IMF,
2020). The global economy has been severely affected and it is going to take a long time for
the global economy to return to economic performance levels prior to the pandemic, especially
because many economies were not doing well prior to it. Many countries had not yet fully
recovered from the 2008/9 global economic recession. Global GDP is projected to decline by
about 3 per cent in 2020. As the World Bank (2020) explains, all regions face substantial
growth downgrades because of Covid-19: East Asia and the Pacific are expected to grow by
0.5 per cent; South Asia is expected to contract by 2.7 per cent, Sub-Saharan Africa by 2.8 per
cent, Middle East and North Africa by 4.2 per cent, Europe and Central Asia by 4.7 per cent,
and Latin America by 7.2 per cent.
Policymakers have used a wide array of exceptional measures to support health care systems
and people’s incomes, as well as to help businesses and stabilise financial markets. As
restrictions or lockdowns were relaxed in many countries, the path to economic recovery has,
however, remained uncertain and a second wave of infections has occurred in many countries
(OECD, 2020). Covid-19 is not yet fully understood. Africa, for example, was expected to be
hit hard by the pandemic, but the continent appears to have managed the pandemic better since
people dying from Covid-19 are not as high as initially estimated.
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The Spanish flu, which occurred about a century ago, has some lessons for the global economy.
It resulted in a sharp and persistent decline in real economic activity globally (Correia et al,
2020). Governments all over the world are advised to help people and businesses in the hardest
hit sectors. Policymakers have to do whatever is possible to promote more inclusive recoveries
that benefit all segments of respective societies globally. More equitable access to opportunities
is encouraged because that is associated with stronger and more sustainable growth and higher
income gains for the poor. However, this is a daunting task as the reality is that low-income
households face higher health risks from the virus. To deal with this and other challenges, three
priorities are recommended: use of fiscal stimulus wisely, empowering the next generation and
harnessing the power of financial technology. In addition, reforms are required to promote
competition, enhance consumer protection, and fight money laundering. All of this must be
undertaken with care to ensure the right balance for lowering inequalities and expanding
growth (IMF, 2020).
It is a tall order for many countries to ensure that inequalities are lowered and growth expanded.
Part of the challenge are the debt levels of many countries, especially in the developing world.
The main implication of this is that the global economy will not return to good growth levels
in the near future. This does not augur well for the advancement of wellbeing for the majority
of peoples.
3.2

Economic implications of Covid-19 for South Africa

Much has been written about the possible economic implications of Covid-19 for South Africa.
The extent of the damage on the economy is significant, especially because Covid-19 came
when the South African economy was in recession. Among insightful studies, Arndt et al
(2020) examined the estimated cost of the South African lockdown implemented by
government since March 2020 and found that the lockdown measures that South Africa has put
into place to contain the virus has had profound economic implications. In terms of recovery,
Arndt et al’s study suggests a ‘quick’ recovery scenario which results in a GDP decline of
about 5 per cent by the end of 2020. Additionally, the effects of the Covid-19 look more likely
to persist bringing outcomes for GDP closer to those described in ‘slow’ and ‘long’ recovery.
Beyond describing economic impacts, at least two important policy conclusions emerge from
this study:

First, South Africa’s transfer programme to low income households are providing critical
support to the most vulnerable during the health and economic crises facing South Africa;
and

Second, because the restrictions imposed to contain the virus have enormous economic
implications, coordination of epidemiological containment policies and economic
policies designed to partially blunt negative economic implications of the containment
policies is a good idea. A long-run strategy for navigating the pandemic that addresses
both the health dimensions of containment and their economic fallout is recommended
(Arndt et al, 2020).
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Francis et al (2020) examined employment effects for the different lockdown levels. Perhaps
as expected, Francis et al find that there is a non-linear progression in terms of additional
workers as one moves between level five and level one. The authors recommend that to mitigate
the worst employment effects at different levels, it is important that the gendered distribution
of work is considered in any amendments to the lockdown framework. The nature of lockdown
regulations implies that they are particularly deleterious for informal workers, and the different
levels will most likely have a differential effect on formal and informal workers (Francis et al,
2020).
Another major economic implication of Covid-19 for South Africa and many countries relates
to public finances. The balancing act of managing Covid-19, while also sustaining livelihoods
and overall human welfare, is especially challenging in the context of South Africa due to high
levels of economic inequality, unemployment and poverty. As Altman (2020) says,
interventions to manage the risks associated with the lost revenue or business prospects of
vulnerable workers are required.
Many businesses have had cash flows substantially diminished due to the lockdown and wider
economic disruption from Covid-19. Donaldson (2020) indicates that Covid-19 is causing
significant loss in output that will make the post Covid-19 recovery slower with long term
reduced potential GDP. To ensure business continuity and sound operation of financial
institutions, the regulator suspended some of its regulatory measures. This is to ensure that
financial institutions and the financial markets can participate together as both suppliers and
demanders of funds (Donaldson, 2020). On the other hand, banks are also facing pressure on
liquidity in that many clients are switching term and fixed deposits into call deposits as they
prepare to access their reserves to trade through the crisis. Turmoil in the bond market has also
seen the value of bonds decline, reducing banks’ stock of near-cash assets. Banks are also being
conservative in trading with each other, holding on to liquidity as a precaution. Liquidity is
therefore under pressure as the terms of liabilities shorten while forbearance lengthens the
terms of assets (Donaldson 2020).
It is, arguably, in this context that the Organisation for Economic Co-operation and
Development (OECD 2020) recommends that interventions to bring about economic recovery
should be implemented mid-2021. TIPS (2020) expects the economy to contract by over 7 per
cent for 2020. As Trade & Industrial Policy Strategies (TIPS 2020) indicates, Covid-19 was
expected to unleash significant reduction in revenues. TIPS proposes some innovative
measures to redirect domestic savings, including “identifying more developmental uses for
surpluses held by the state-run social protection funds.” The negative impact of Covid-19 on
the economy is underlined by Francis et al (2020:4), who estimated that about “2 million
employees would not be able to work under level five in both community, social and personal
services, as well as wholesale and retail trade” during the first two months of lockdown,
3.3

Impact of Covid-19 on capacity and on organisations
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The post Covid-19 era will have an economy shaped by new habits and regulations. These new
habits will be governed by guidelines to reduce close-contact interaction and the creation of
tight travel and hygiene restrictions. Limited gatherings, travel restrictions, heightened hygiene
requirements and protection of the vulnerable population are some of the likely policy
amendments. These policy amendments will facilitate a new way of living and working, which
will challenge traditional business and lifestyle norms and impact on organisations and their
capacities (Board of Innovation, 2020).
It is said that tourism, hospitality and sporting activities have been the most affected by the
pandemic followed by music and automotive industries. The pharmaceutical industry is
expected to be the least impacted. Conversely, due to the nature of the pandemic, the second
order effects of many unprecedented shocks on the economy will also be unfolding and
affecting various industries. As evidence in many countries shows, mass unemployment rates
are the order of the day and there are many bankruptcies and required bail-outs.
The Board of Innovation (2020) recommends that in order for industries to survive Covid-19
they must adjust their policies from defence to offence and mitigate the biggest risks identified.
This suggests that policy amendments from a health and safety and operational point of view
are critical and must be an ongoing effort.
According to TIPS (2020), the reopening of the economy will take time and provide uneven
opportunities for industries and regions. Furthermore, the regulation of economic activity will
depend in part on the extent of infections, in part on the relative priority given to different value
chains, and in part on the risk associated with the production of specific goods and services.
The recovery will also be affected by economic factors, in part rooted in the shutdown period
and in part reflecting long-standing economic challenges nationally and internationally (TIPS,
2020).
TIPS (2020) argues that in the medium to long run, government will need to develop coherent
plans to support key value chains pro-actively. Those plans will have to overcome immediate
liquidity crises, ensure adequate and affordable electricity, and coordinate opening along the
value chain.
4.

Methodology

The chapter is based mainly on the analysis of various documents, such as the ones cited in the
literature review section above and those referred to in the analysis and findings section below.
Data from different institutions was accessed and analysed, including data from the
International Labour Organization, the African Development Bank and the World Bank. This
data are accessible online (see the references at the end of this chapter for sources and links to
access data). Lastly, data from Statistics South Africa, the South African Reserve Bank the
South African Revenue Service is used.
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5.

Analysis and findings

5.1

The economic situation

As indicated above, the South African economy before the Covid-19 outbreak was not
performing well. Figure 1 shows that the highest annual growth rate in the past five years was
1.4 per cent in 2017. In fact, the economy has effectively been in a steady decline for the past
ten years.
Figure 1: GDP growth (%) in South Africa (1994-2019)
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Source: Gumede (2020: 272)

As explained in Gumede (2020), the South African economy recorded impressive GDP growth
rates (except for 1998/9 because of the Asian financial crisis) during 1994-2008. After a
negative growth rate in 2009, the economy performed relatively well but GDP growth rate has
been declining since 2014. South Africa experienced GDP growth rates of about 3 per cent in
the period immediately after apartheid – double the growth rate that was registered between
1980 and 1994. Between 2000 and 2008, the South African economy registered the highest
rates of GDP growth in the post-apartheid period so far. From 2010 to 2013, GDP growth was
good but not as good as the period 2000-2008. Since 2014 GDP growth rates have deteriorated.
Furthermore, as a result of low production and lower exports, labour force demand has been
dropping over time. Consequently, unemployment has been increasing: the South African
unemployment rate increased from 25 per cent in 2015 to 28 per cent in 2019 as Figure 2 shows.
The latest data confirms that the unemployment rate is further increasing; by the second quarter
of 2020 it was above 30 per cent.
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Figure 2: Unemployment (%) in South Africa (1994-2019)
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Source: Gumede (2020: 274)

Foreign trade has also been weakening. For example, as Figure 3 below shows, while the level
of exports and imports as a share of GDP started to reduce from 2009 and remained low, the
level of inflation (as an index) continued to increase. It appears that there has been increased
weakening in foreign trade in the past five years or so.
Figure 3: Foreign trade and inflation (1994-2019)
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Source: Based on African Development Bank data

Figure 4 below captures the performance of the South African economy from 1960. Although
patterns of ups and downs over past decades, especially in the 1960s and 1970s, the South
African economy was growing at an average of three to five per cent of GDP. During this
period, it did not fall into a negative growth rate. The fall in the price of gold around 1983 and
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1985 also played a significant role as it interrupted the economic recovering and resulted in it
experienced negative growth rate. From these decades, negative growth was already a pattern
in the economy, or at least it has been a great challenge to grow at the levels it used to grow
during 1960s-70s.
During the period when the South African economy was performing better, the 2007/8 global
financial crisis slowed its performance. A different view is that slow economic performance
from the mid-2000s was due to errors in economic policy made by the country instead of the
global financial crisis; that the global financial crisis worsened already weak economic
performance. For instance, lack of clear economic policy after the 1996 Growth, Employment
& Redistribution Macroeconomic Framework (GEAR) and poor management of the fiscus,
including corruption, affected the South African economy from about 2008. The global
financial crisis and the subsequent global economic recession worsened an already fragile
economic situation. There was no clear economic policy after GEAR as the Accelerated and
Shared Growth Initiative (AsgiSA) was never implemented and the New Growth Path (NGP)
was unveiled much later than the National Development Plan (see Gumede 2020). Covid-19
seems to be repeating history: an already poorly performing economy is worsened by the
pandemic.
Figure 4: South Africa’s economic performance (1960-2019)
GDP growth (annual %)
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As Table 5 shows, the South African economy is being severely negatively affected by Covid19. The National Treasury’s forecasts, as Table 5 shows, indicate a grim picture going forward
especially if recovery is low and takes a long time. All forecasts indicate the economy will
grow by at least -7 per cent in 2020.
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Table 5: GDP expenditure components at market prices
Scenario
Slow
-11.4
0.0
-26.6
-17.3
-17.3
12.1

Quick
-5.1
0.0
-11.4
-8.1
-7.7
-5.4

Household consumption
Government consumption
Investment
Exports
Imports
GDP

Long
-16.8
0.0
-20.8
-22.7
-22.7
-16.1

Source: National Treasury (2020)

Undoubtedly, global economic activity is being severely impacted by the COVID-19 health
crisis. As shown in Figure 5, the International Monetary Fund (IMF) growth projections
indicate a global slowdown of 3 per cent in real GDP for 2020 and a recovery of 5.8 per cent
in 2021. The GDP of advanced economies are expected to be hardest hit by a decline of 6.1 per
cent, whereas emerging economies and developing economies are forecast to drop by 1 per
cent. The sub-Sahara African region forecasts are at par with that of emerging economies and
developing economies at about -1.6 per cent. South Africa is forecast to decline by an
unprecedented (post 1994) 5.8 per cent. Revised estimates indicate a much more significant
decline in GDP in 2020, as indicated above.
Figure 5: Global growth projections (annual % change in real GDP), 2019-2020
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The IMF growth projections for South Africa are devastating because, even though the country
did not contract by more than 2 per cent during the 2008/09 economic recession, it still
struggled to recover to the pre-recession growth rates.
Among critical issues for South Africa is the role of the structure of the South African economy
and the decline in real sectors in favour of financial services. This sector remains largely
untransformed with very little being invested back into the growth and development of the
economy. As shown in Table 6, the share of manufacturing declined from 21.4 per cent of GDP
in 1995 to 13.2 per cent in 2019. In the same period the share of the finance sector increased
from 15.3 per cent in 1995 to 19.7 per cent in 2019.
Table 6: Sectoral percentage share in GDP (at current prices), 1995-2019
Sectors
Agriculture, forestry and fishing
Mining and quarrying
Manufacturing
Electricity, gas and water
Construction
Wholesale, retail, motor trade and accommodation
Transport, storage and communication
Finance, real estate and business services
General government services
Personal services

1995
3.9
6.8
21.4
3.3
3.4
14.4
9.3
15.3
16.6
5.6

2005
2.7
7.3
18.1
1.9
2.9
14.2
10.9
20.8
14.8
6.4

2015
2.3
8.0
13.0
3.6
4.0
15.0
10.0
20.9
17.4
5.7

2019
2.1
8.3
13.2
3.8
3.8
15.1
9.8
19.7
18.2
5.9

Source: Calculations based on Statistics South Africa.

The last quarter of 2019 saw a decline in all the sectors of the economy, expect for financial
and personal services. The first quarter of 2020 shows further deterioration in almost all the
sectors. Personal services, transport and construction as well as the government activity and
the finance industry are the only sectors that made positive contributions to GDP during the
first quarter of 2020.
The Covid-19 pandemic is affecting each sector differently and this will have major
implications on structural changes in the country. The structure of the South African economy
needs proper discussion by all relevant parties, particularly the government, organised labour
and the private sector. There are obvious aspects of the South African economy such as the
structural changes highlighted by Table 6. Other issues for discussion include technological
intensity (ie, labour or capital) in the inputs for production and ownership (ie, the distribution
of ownership of the means and industry) as well as the character of the economy (ie, mineral
energy complex) and the historical profile of the economy (ie, labour reserves).
Another critical issue relates to public finances – this is discussed in detail later. The Covid-19
pandemic came at a time when the world was battling long-term fiscal deficits and South
Africa’s public finances were deteriorating. The IMF projects that, as a result of fiscal measures
in response to Covid-19, the 2020 world fiscal deficit as a percentage of GDP will rise to 9.9
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per cent in 2020. As Figure 6 shows, South Africa’s fiscal deficit as percentage of GDP for
2020 is projected to rise to 13.3 per cent in 2020 from 6.3 per cent in 2019.
Figure 6: General government fiscal balance (as % of GDP), 2012–2020
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Source: IMF, World Economic Outlook, April 2020

The world is already functioning at negative fiscal balances and government debts will increase
to support fiscal measures in response to Covid-19. For 2020, the world’s government debt as
percentage of GDP is projected to be 96.4 per cent. The IMF’s projection for South Africa’s
government debt as a percentage of GDP is 77.4 per cent for 2020 from 62.2 per cent in 2019.
Latest estimates suggest a much higher increase in South Africa’s government debt as a
percentage of GDP.

44

Financial and Fiscal Commission:
Technical Report for the Division of Revenue, 2021/22

%

Figure 7: General government debt (as % of GDP), 2012–2020
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The increases in government debt have major implications for the economy and society. A
higher government debt and a significant fiscal deficit require significant borrowing. The cost
of borrowing for an economy that has a sub-investment grade is very high. Given that the
Covid-19 pandemic requires significant financial resources, countries have to be innovative.
This also requires that the private sector plays a more prominent role in the economy because
government alone cannot boost the economy under the current circumstances.
5.2

Review of the economic and social relief interventions

Various economic and social relief measures have been (or are being) implemented since the
lockdown was introduced in South Africa as a result of Covid-19. As part of the budgeting
process and division of the revenue, the National Treasury announced how the allocated
resources will be distributed to combat the pandemic and steer the economy forward.
Essentially, there were three aspects to the economic response:

Containment and stabilisation;

Recovery phase with swift action from policy makers; and

Pivot to faster economic growth.
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Table 7: Summary of the three-phase economic response
Phase

Timeline

Phase I:
Preserve

Immediate to next
6 months

Phase II:
Recover

6-12 months

Phase III:
Pivot

12-18 months +

Priorities
 Health spending increases to contain the pandemic
 Support vulnerable households and firms to get through the crisis
 Provide fiscal support
 Begin phased conclusion of lockdown
 Accompanying monetary policy and fiscal regulatory measures
 Continue with health support
 Economic focus shifts towards spurring activity to bolster the recovery,
as restrictions on domestic economic activity ease, global growth
returns
 Return the public finances to a path of fiscal sustainability
 Position the economy for structurally higher growth

Source: National Treasury (2020)

The first phase was meant to focus on immediate interventions to ensure health preparedness.
The second phase was intended to focus on supporting households and businesses to resume
economic activity. The third phase is aimed at ensuring that South Africa’s post-pandemic
economy can be rebuilt and thrive.
Effectively, the economic response presents the milestones that the economic stimulus intends
to address, ie, the containment, recovery phase and stabilising the infection rate to stimulate
economic growth going forward. The government plan aligns with the view that the policy
response to Covid-19 should promote a more inclusive recovery; one that benefits all segments
of society. The 2020 supplementary budget, however, seems to deviate from that.
The envisaged recovery period in phase two is within six to twelve months. This suggests that
the recovery foreseen is a V or a U shape recovery, although some have projected a W shaped
recovery. Note that a recovery from a recession is as a result of a shock that can be determined
by the severity and duration of the economic impact. This implies that the harder the supply
side is impacted, the more credit flow is interrupted. This results in less money being injected
into the economy in the form of loans to businesses to fuel investment, which ultimately results
in productivity struggling to recover. The ideal response would be for the economic policy to
respond directly to the Covid-19 health crisis while having an indirect impact on the economic
recession. Thus it is of importance that the policies respond effectively in managing and
controlling the duration of the pandemic evolution.
If the recovery is a V-curve, the recovery is viewed as a one-time dip. The forecasts suggest
that recovery will take place after approximately six months. This will occur if credit can
continue to flow, with productivity and labour less impacted. Although the GDP drops, it will
eventually recover to its pre-crisis levels. This recovery can be achieved through effective
pandemic control and economic stimulus. If the recovery is a U-curve on the other hand,
recovery will be very costly as credit flow is disrupted, causing growth to drop and never rebound to pre-crisis level. This means that although the growth rate recovers, the gap between
the old and the new path represents a one and a half year damage to the supply side of the
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economy. This is a result of prolonged social distancing measures and the easing of economic
stimulus package.
Various shortcomings have been highlighted regarding South Africa’s response to Covid-19.
One such shortcoming is a strategy on how the fiscal stimulus will be used. In a crisis with
limited resources, discussion about how programmes will be implemented and how they will
be funded, the sharing of revenue, and efficiency measures on the pandemic allocated funds
should happen. This would create a notion of accountability which would result in
responsibilities clearly envisioned. Furthermore, given backlogs in payments to vendors and
other merchants, a question that needs to be addressed is how government will ensure that the
additional funding is used against the correct allocation, taking into consideration that there is
an existing need for that resource. Some services are related to each other, which in turn are
related to other issues to be addressed. Even if there is funding for a particular health issue,
without the other issues being allocated funds, the result will continue to be inadequate service
delivery. An example of this is the allocation of money to purchase ventilators when there are
insufficient complementary equipment such as for example, stethoscopes or baumanometer
machines in state hospitals.
A strategy to monitor the illicit/informal economy so as to avoid money laundering should also
be part of the reforms. Africa has a very high cash/second economy and countries such as
Nigeria and Kenya have tax reforms and collection measures to ensure that this economy is
included effectively in the tax system. In South Africa, the tax for such economies is the
turnover tax where compliance in this tax revenue is low. This could result in an increase in
the cash economy which results in more money leaving the economy as a result of money
laundering which ultimately results to the economic stimulus not meeting its initial target of
uplifting the economy.
This is an opportune time for SARS to incorporate/register informal businesses onto the SARS
system automatically for compliance purposes. These will enable the management of the
economic stimulus or the new credit creation within the economy to take advantage of the
multiplier effects that will indirectly increase private sector consumption and investment
spending and the flow of the money to remain within the economy.
The fiscal measures were meant to be supported by a broad social compact forged by business,
government, labour and communities. The short-term economic support measures consist of
five main components. Table 8 summarises these components.
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Table 8: Summary of short-term economic support measures
Support healthcare

Relieve hunger and distress
Support companies and
workers
Re-open the economy in
phases

 Increase in healthcare spending, including support for increase in masstesting and tracing
 Help with streamlining and centralizing procurement
 Expansion of grants, particularly those that target the vulnerable
 Social relief of distress targets those without access to UIF benefits or social
grants
 Temporary employment relief scheme
 Tax deferral and postponement of new taxes
 Loan guarantees for firms turnover below R300 million
 Appropriate steps to take account both the health and economic
considerations
 Support the easing of structural constraints

Source: National Treasury (2020)

A health budget of R20 billion was proposed to directly address efforts in managing the
pandemic. In addition, the health departments received an additional funding of R466 million
to fund the purchase of personal protective equipment (PPEs). The sphere of government most
affected by the Covid-19 is the provincial level. Provinces have thus adjusted their business
plans for existing health conditional grants to prioritise facilities and equipment needed to
respond to the pandemic.
Provincial treasuries were assigned to identify savings that can be used to fund the Covid-19
response. It is not surprising that it would seem that there isn’t much ‘new money’ in the
supplementary budget than reprioritisation. The issue of coordination becomes as critical as the
challenge of implementation. Better coordination in government as a whole and between
spheres is required, and implementation capacity needs to be further improved.
To address social distress, a proposal was made to increase the social security net. A budget of
R50 billion was proposed to directly address efforts in relieving the plight of the vulnerable
affected by the coronavirus. The proposed budget is set to address the following social security
measures:

Children support grants to receive an additional amount of R300;

Caregivers to receive an additional amount of R500;

All other grants will receive an additional R250 per month for the next six months; and

A special Covid-19 social relief of distress grant of R350 a month to be paid to
individuals who get unemployed and do not receive any other form of social grant or UIF
payment for the next six months.
Social relief plays a pivotal role in a society particularly when the population is facing a crisis
of this magnitude. However the duration of the relief does not necessary mean that neither the
economy nor their condition will change. In this context, a growth and reconstruction
programme for the country is urgently needed so it can balance growing the economy and
ensuring the welfare of those in need.
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Tax measures were proposed with the aim of promoting financial stability to employees during
the pandemic. The proposal was amended twice during the pandemic to further assist
individuals and businesses. The initial policy announcement provided tax measures for tax
compliant businesses with struggling cash flow and incentives for businesses to retain their
lower-income employees. The second proposal announcement focused on the critical need for
government interventions to assist with job retention and support businesses that may be
experiencing significant distress.
A budget of R70 billion was proposed. The proposals were given legal effect by changes in
two legislative bills: The Draft Disaster Management Tax Relief Bill and the Draft Disaster
Management Tax Relief Administration Bill. Table 9 provides a breakdown of the level of
support provided by the tax measures and is split by measures that provide additional liquidity
(in effect, interest-free loans) that are ultimately paid back to government and measures that
provide additional subsidies and result in lower tax revenue.
Table 9: Covid-19 tax measures
R billion
Expansion of employment tax incentive
Deferral of 35 per cent of PAYE liability
Deferral of 35 per cent of provisional tax payments
Skills development levy holiday for four months
A 90-day deferral for alcohol and tobacco excise duty due
to be paid in May and June
Three-month deferral for filing and payment date of
carbon tax
Case-by-case application for deferral
Total
Grand total

Liquidity/support (delayed
revenue)
19
12
6

Revenue
forgone
15
2
3
6

2

-

5
44

26
70

Source: National Treasury (2020)

In addition, the Compensation for Occupational Injuries and Diseases Act, 1993 (Act No. 130
of 1993) (COIDA) was also amended to recognise Covid-19 as a compensable occupational
disease if contracted by an employee arising out of and in the course of his or her employment.
The employer will be obliged to pay the first three months compensation and thereafter seek a
recoupment from the Compensation Fund or recognised mutual association.
The National Treasury, the South African Reserve Bank (SARB) and commercial banks also
jointly created a guarantee loan scheme. The purpose of this scheme is to assist small and
medium-sized businesses and the economy. R200 billion was proposed for new loans to
existing customers. In addition, SARB announced several measures to accommodate the
pressure faced by the banks and the financial markets. The monetary policy was amended to
ease the cost of adjustment and to bridge the financial market to recovery. Furthermore, broader
reforms where adopted to improve growth. The SARB lowered the repo rate and announced
several measures to assist the banks in maintaining credit facilities to clients facing liquidity
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problems. The SARB also signaled its willingness to undertake government bond purchases on
the open (secondary) market.
Another measure is in respect of the capital adequacy of the banks. The Prudential Authority
regulations were amended as follows:

Pillar 2A of Tier 1 banks’ capital requirement of one per cent was reduced to zero per
cent. This buffer on top of the basic minimum Tier 1 capital requirement is held for
systemic risk.

Should Pillar 2A relaxation be exhausted, reduced banks’ capital conservation buffer of
2.5 per cent of assets can be used.
Furthermore, in respect of liquidity, the liquidity ratios and the liquidity coverage ratio was
reduced from 100 to 80 per cent. This allows banks to hold far less near-cash assets to cover a
liquidity stress scenario in a month, thus enabling the banks to increase their levels of lending.
In addition, the SARB announced changes to the liquidity it provides the market including:

Increasing the number of intra-day overnight repo auctions to two per day with amounts
set for each auction depending on liquidity conditions;

Adjusting the standing facilities borrowing rate, at which the SARB absorbs liquidity
from the market, to the repo rate less 200 bps (from repo less 100 bps). This reduction in
the rate discourages banks from depositing liquidity with the SARB and to rather direct
liquidity into the money market;

Adjust the standing facilities lending rate at which banks borrow from the SARB, to the
repo rate (from repo plus 100 bps). This makes it cheaper for banks to acquire liquidity
from the SARB.
These measures are viewed to assist banks to absorb the losses they will face and the
consequent drop in their capital levels. Complementary monetary and financial regulatory
measures are summarised in Table 10.
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Table 10: Complementary monetary and financial regulatory measures
Measure

Details

Repo rate reduction

Repo rate reduced by 200 basis point

Intervention to
support bond market
liquidity

Bonds purchased in secondary market

Capital requirements

Dividends
Liquidity coverage
ratio

The pillar 2A capital requirement (amounting to 1 per
cent) and allow banks to draw down against the capital
conservation buffer after consultation with the PA
The pillar 2A capital requirement (amounting to 1 per
cent) and allow banks to draw down against the capital
conservation buffer after consultation with the PA
The PA lowered LCR requirement from 100 per cent to
80 per cent

Impact
Reduced short-term
borrowing costs
Bond market functioning
liquidity risk premium
reduced
Will support lending
Will ensure banks
appropriately use capital
Will support additional
lending

Source: National Treasury (2020)

The incentive of the monetary policy constitutes the second largest portion of the stimulus
which consists of the loan of R300 billion. In recent weeks, in both advanced economies and
in several emerging markets, central banks have taken steps to sustain market liquidity through
low interest rates and intervening in capital markets to compensate for the economic and
financial consequences of Covid-19 response measures.
Give the extent of the damage that Covid-19 has caused the economy and livelihoods, in the
context of limited public finances, the measures implemented are insufficient. Significant job
losses mean that more people are going to fall into poverty. Economic inequality is also likely
to expand. Part of the challenge is that the South African economy was already not doing well
before Covid-19. It would be important that the economic recovery plan is comprehensive.
Most importantly, capacities to coordinate and implement recovery plans in government and
state institutions are critical for improving the economic and human development imperatives.
It is also very important that all stakeholders play their roles in rescuing the dire situation in
which the country finds itself.
5.3

Tax Revenue and the budget

Among the critical issues pertaining to public finances is tax revenues which are a major
component of the national budget which divides revenue among the three spheres of the
government. This section gives an overview of tax and budget revenues with a view of thinking
about the division of revenue going forward.
To start with, as Table 11 shows, consolidated revenue and tax revenue exhibit a strong link as
is to be expected. Tax revenue makes up about 90 per cent of the consolidated revenue (90.0
per cent in 2014/15 and 89.3 per cent in 2018/19); there was a slight decline for the 2015/16
financial year but it was temporary. This is not surprising, given the slow steady growth in nontax revenue as well as other revenue channels that could support the consolidated revenue
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stream. For instance, non-tax revenue has remained stagnant around the R30 million plus range
for the reported financial years.
Table 11: Total budget revenue and consolidated revenue, 2014/15-2018/19
Tax
revenue

% of
budget
revenue

% of
consolidated
revenue

Non-tax
revenue

Total tax and
non-tax
revenue

Less:
SACU
payments

Budget
revenue

Other

Consolidated
revenue

2014/15

986 295

102.2%

90.0%

30 900

1 017 195

-51 738

965 457

129 865

1 095 322

2015/16

1 069 983

99.4%

88.0%

57 274

1 127 256

-51 022

1 076 234

139 035

1 215 270

2016/17

1 144 081

100.5%

89.0%

33 264

1 177 345

-39 448

1 137 896

147 793

1 285 690

2017/18

1 216 464

101.7%

89.7%

35 886

1 252 350

-55 951

1 196 399

159 044

1 355 443

2018/19

1 287 690

101.2%

89.3%

32 830

1 320 520

-48 289

1 272 232

169 570

1 441 802

R
million

Source: South African Revenue Services, 2019 Tax Stats, p. 7

The growth of South African tax revenue has not been robust. In the 2018/19 fiscal year the
tax revenue collected was R1 287.6 billion, a growth of 7.6 per cent since the 2014/15 fiscal
year. If we consider the year on year growth, the highest growth was 8.4 per cent (between the
2014/18 and 2015/16 fiscal year) while the lowest growth was from 2017/18 to 2018/19 fiscal
year at 5.8 per cent. Looking at tax revenue over a longer period of time, the South African
government is collecting more revenue now than it did a few years back, the revenue collection
has grown from R165.3 million in the 1997/98 fiscal year to R1 267.6 billion in the 2018/19
fiscal year. At the same time, there is an instance where the revenue contracted (eg, 2007/08 –
2009/10 fiscal year). It is worth noting though that although the nominal GDP has increased
from R717.3 million in 1997/98 to R4 921.4 billion in the 2018/19 fiscal year, the tax to GDP
ratio does not show any significant shifts, as it remains within the 20 per cent plus range.
Year-on-year growth in revenue collection has slowed over the years. For instance, the average
growth rate in revenue collection was over 8 per cent during the ten years between 2007/8 and
2017/18, a sharp decrease from the 13.2 per cent growth rate over the preceding ten years. This
decline is linked to the sluggish growth in the economy. Since 2010, the economy has been
experiencing single digit growth and in some instances the economy contracted (2010/11 –
2011/12 as well as 2017/18 – 2018/19).
It is also important to examine the major tax revenue sources. The figure below presents the
main sources of tax revenue from 2014/15 to 2018/19. The major tax revenue sources have
remained the same for the past five years (2014/15 – 2018/19).
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Figure 8: Relative composition of main sources of tax revenue, 2014/15-2018/19
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PIT (personal income tax) continues to contribute the most taxes collected by the national
government followed by value added tax (VAT), fuel levy, custom duties and other taxes. On
the other hand, CIT (company income tax) has been on a slow decline while the fuel levy,
custom duties and other taxes has been slowly increasing over the past five years. Although
PIT qualifies as the largest contributor to total tax revenue, it has increased over the past five
years at a fairly slow pace.
While contributing the most to the total tax revenue over the five year period in the indirect
taxes category, VAT revenue also experienced a sizable increase of over R60 billion from 2014
to 2019. Other types of indirect tax revenues also experienced slight increases, perhaps due to
inflationary forces. Overall, due to the increases in the main contributors to tax revenue, there
was a sizable increase in total tax revenue of over R300 billion in five years ending 2019.
However, as a percentage of GDP, tax revenue only increased by one per cent over the same
period. In line with the above analysis, Table 12 shows that revenue from taxes on income and
profit was the main contributor to the overall tax revenue, accounting for at least 57 per cent
of total revenue on average.
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Table 12: Tax revenue by main category, 2014/15-2018/19
Taxes on
income and
profits

Taxes on
payroll and
workforce

Taxes on
international
trade and
transactions
41 463

State
miscellaneous revenue

12 472

Domestic
taxes on
goods and
services
356 554

2014/15

561 790

14 032

2015/16

606 821

15 220

-16

986 295

15 044

385 956

46 942

-0

1 069 983

2016/17

664 526

2017/18

711 703

15 315

15 661

402 464

46 102

12

1 144 081

16 012

16 585

422 248

49 939

-24

1 216 464

2018/19
Percentage of
total
2014/15

738 741

17 439

15 252

460 545

55 723

-9

1 287 690

57.0%

1.4%

1.3%

36.2%

4.2%

0%

100%

2015/16

56.7%

1.4%

1.4%

36.1%

4.4%

0%

100%

2016/17

58.1%

1.3%

1.4%

35.2%

4.0%

0%

100%

2017/18

58.5%

1.3%

1.4%

34.7%

4.1%

0%

100%

2018/19

57.4%

1.4%

1.2%

35.8%

4.3%

0%

100%

Percentage
change yearon-year
2015/16
2016/17
2017/18
2018/19

8.0%

8.5%

20.6%

8.2%

13.2%

-97.4%

8.5%

9.5%

0.6%

4.1%

4.3%

-1.8%

-3 084.4%

6.9%

7.1%

4.6%

5.9%

4.9%

8.3%

-297.3%

6.3%

3.8%

8.9%

-8.0%

9.1%

11.6%

-63.9%

5.9%

R million

Taxes on
property

Total tax
revenue

Source: SARS, 2019 Tax Stats, p. 21

The contribution was similar throughout the period even though there was an absolute increase
in revenue from taxes on income and profit of almost R200 billion. It is important to note that
while this increase is significant, the 2018/19 period experienced the lowest change in revenue
of 3.8 per cent compared to any other period in the analysis.
Contributions from taxes on property and taxes on payroll and workforce were almost constant
in the past five years. Domestic revenue streams were significantly more than the streams from
international trade and transactions. However, the domestic goods and services experienced a
decline of around one per cent in the five year period while international economic activities
experienced a 0.1 per cent increase over the same period. Year-on-year percentage change in
revenue also show a decline with contributions in 2018/19 down to 5.9 per cent.
As Table 13 shows, PAYE (pay as you earn) revenue in absolute terms increased by over R130
billion but the actual contribution percentage from PAYE to revenue from taxes on persons
and individuals decreased slightly by almost one per cent.
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Table 13: Taxes on persons and individuals, 2014/15-2018/19
R million
2014/15

Pay-asyou-earn
(PAYE)
344 523

Provisional
tax

Assessment
payments
9 396

Employment
tax incentive
(ETI)
-2 420

Refunds

Subtotal
352 950

Interest on
overdue
income tax
968

-20 504

Total
353 918

10 647

-4 063

-20 747

388 102

1 177

389 280

2015/16

376 164

21 956
26 101

2016/17

410 807

28 641

12 719

-4 656

-22 965

424 545

1 379

425 924

2017/18

446 274

29 796

16 001

-4 317

-26 801

460 953

1 950

462 903

2018/19
Percentage
of total
2014/15

477 503

34 935

4 668

-4 512

-30 511

492 083

1 746

493 829

97.3%

6.2%

2.7%

-5.8%

99.7%

0.3%

100%

2015/16

96.6%

6.7%

2.7%

-5.3%

99.7%

0.3%

100%

2016/17

96.5%

6.7%

3.0%

-5.4%

99.7%

0.3%

100%

2017/18

96.4%

6.4%

3.5%

-5.8%

99.6%

0.4%

100%

2018/19
Percentage
year-onyear
growth
2015/16

96.7%

7.1%

3.0%

-6.2%

99.6%

0.4%

100%

9.2%

18.9%

13.3%

1.2%

10.0%

21.7%

10.0%

2016/17

9.2%

9.7%

19.5%

10.7%

9.4%

17.1%

9.4%

2017/18

8.6%

4.0%

25.8%

16.7%

8.6%

41.4%

8.7%

2018/19

7.0%

17.2%

-8.3%

13.8%

6.8%

-10.5%

6.7%

Source: SARS, 2019 Tax Stats, p. 23

Provisional tax contributions as a percentage realised a slight increase by similar proportions
to PAYE. Assessment payments experienced negative growth of 8.3 per cent for the first time
in 2018/19. Year on year growth on refunds spiked by over 10 per cent from 2016/17 and
remained high thereafter.
For companies, provisional taxes increased by R36 billion in the past five years, with
contribution to revenue as a percentage increasing by approximately four per cent. However,
year-on-year growth decreased to only one per cent in 2018/19 period. Percentage year-on-year
refunds increased sharply in 2018/19 by over 64 per cent from 4.6 per cent in the previous year.
It is also worth noting that revenue from taxes on companies increased very marginally over
the same period while there is a gradual increase in revenue from taxes on persons and
individuals. Throughout the five year period, tax revenue from persons and individuals was
approximately twice as high as tax revenue from companies. In the 2018/19 season, taxes on
persons and individuals had the highest revenue compared to previous years of approximately
R500 billion.
5.4

Division of revenue and reprioritisation

The Division of Revenue Act provides for the “the equitable division of revenue raised
nationally among the national, provincial and local spheres of government, the determination
of each province’s equitable share and allocations to provinces, local government and
municipalities from national government’s equitable share …” In the 2020 medium term
national budget tabled in February, 47.9 per cent of fiscus was allocated to national government
while 43 per cent was allocated to provinces and 9.1 per cent was allocated to local government.
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As shown in Table 14, the economic and budget outlook for the 2020 national budget envisaged
revenue as share of GDP of 29.2 per cent for 2020-2022 annually. GDP growth was projected
to grow from 0.3 per cent in 2019 and 0.9 per cent in 2020 to 1.6 per cent in 2022. The inflation
was expected to stay around 4.5 per cent annually during 2020-2022. The budget balance as
share of GDP was expected to reduce from -6.8 per cent in 2020/21 to -5.7 per cent in 2022/23.
Table 14: 2020 economic and budget framework
Economic outlook

2018

2019

2020

2021

2022

Household consumption (% change)

1.8

1.1

1.1

1.3

1.6

Government consumption (% change)

1.9

2.0

1.6

-0.6

1.2

Fixed capital formation (% change)

-0.6

-0.4

0.2

1.3

1.9

GDP growth (%)

0.8

0.3

0.9

1.3

1.6

GDP inflation (%)

3.9

4.0

4.5

4.5

4.6

GDP at current prices (R billion)

4874

5086

5359

5676

6035

Current account balance (% of GDP)

-3.5

-3.4

-3.4

-3.5

-3.7

2018/19

2019/20

2020/21

2021/22

2022/23

Revenue (% of GDP)

29.4

29.4

29.2

29.2

29.2

Expenditure (% of GDP)

33.4

35.7

36.0

35.4

34.9

Budget balance (R billion)

-197

-327

-371

-358

-350

% of GDP

-4.0

-6.3

-6.8

-6.2

-5.7

Consolidated fiscal framework

Source: National Treasury, 2020 Budget Review.

The February 2020 Budget expected a budget deficit of 6.8 per cent of GDP for 2020. Debt as
a share of GDP was projected to be 65.6 per cent, increasing to 71.6 per cent by 2022/23. The
economic situation started to worsen further in the second half of 2019. As a result, it further
deteriorated and tax revenue was expected to further decline. As indicated earlier, Covid-19 hit
South Africa when the economic situation was already worsening even resulting in ratings’
downgrades. Tax revenue will be much lower than initially projected.
The National Treasury has been compelled by Covid-19 and the attendant lockdown to revise
the economic and fiscal framework. Among other things, tabling the supplementary budget on
24 June 2020, the Minister of Finance indicated that:
“gross tax revenue collected during the first two months of 2020/21 was R142 billion,
compared to our initial forecast for the same period of R177.3 billion. Put another way
– we are already R35.3 billion behind on our 2020/21 target. As a consequence, gross
tax revenue for the 2020/21 fiscal year is revised down from R1.43 trillion to R1.12
trillion. That means that we expect to miss our tax target for this year by over R300
billion. Part of this revision is because the measures announced earlier this year give
taxpayers outright relief of R26 billion and delays in tax collection of approximately
R44 billion. Taken together the measures and adjustments we present translate into a
consolidated budget deficit of R761.7 billion, or 15.7 per cent of GDP in 2020/21. Our
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early projection is that gross national debt will be close to R4 trillion, or 81.8 per cent
of GDP by the end of this fiscal year…”
In terms of division of revenue, as per the 24 June 2020 supplementary budget, the national
share for 2020/21 increases from R758 billion to R790 billion, the provincial share decreases
from R649 billion to R645 billion and the local government share increases from R133 billion
to R140 billion. An additional R11 billion is allocated to local government through the
equitable share. A further R9 billion will be reprioritised within allocated conditional grants to
fund additional water and sanitation provision and the sanitisation of public transport.
Arguably, the supplementary budget presents a step in the right direction. More funds should
be going to local government. There are, however, many issues that need to be taken into
account as work is done towards the Medium-Term Budget Policy Statement (MTBPS). It
needs to be verified exactly how much new money has been allocated and that should help in
determining an “appropriate” amount for the MTBPS. Government needs a robust response to
Covid-19 so that the economy can improve. The supplementary budget does not seem to be as
robust as expected. The Budget Justice Coalition, for instance, estimates that the
supplementary budget only contains R25 billion “new” money for social grants, and that
R15.5 billion is re-allocated money from a projected underspend.
As work towards the MTBPS proceeds, the economic and budget framework for 2020/2123/24 should take into account the significant decline in economic performance, decline in tax
revenue and the general fragile state of the society. This implies that higher expenditure should
go to the social sector. This has implications for the capacity and organisation of the state. It
seems that more implementation should take place at local government level. The sizes of
provinces can be trimmed to allow for more allocation to local governments. Similarly, the size
of the national government can be reduced. The expenditures of some departments can be
reduced and some departments can be merged. A significant potential “saving” can occur if
government prioritises sectors or aspects that can limit expenditures that do not seem to be
adding value. Besides more expenditure going to the health care sector (nationally, provincially
and locally), limited public finances should support economic sector departments as well as
infrastructure related portfolios as an effort to spur economic activity.
5.5

Towards a growth and reconstruction programme

South Africa has been in need of a comprehensive macroeconomic framework long before the
onset of Covid-19. A clear economic path that all South Africans endorse is long overdue.
Government should lead in such an endeavour and partner with the private sector and organised
labour. The National Treasury’s discussion document would have been a good basis for a
comprehensive macroeconomic framework. The document undertook a relatively
comprehensive analysis of the South African economy. It falls short in some aspects,
particularly a identifying a clear economic policy for the country and by not taking into account
the character of the South African economy. It is, however, a positive development that all role
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players in the South African economy have come together at the National Economic
Development and Labour Council (Nedlac) to come up with an economic recovery plan.
Fundamentally, the country needs a growth and reconstruction programme that can guide a
macroeconomic framework. The growth and reconstruction programme should be centred on
clear economic and social policies. It is very important that the country comes up with a robust
social policy in order to better deal with the socio-economic challenges that have been
exacerbated by Covid-19. Social policy also has a role in economic development. Another
important aspect of a growth and reconstruction programme is infrastructural development
because that can assist with job creation while boosting economic growth. It would also be
important that state-owned entities contribute to growing the economy and reducing social
distress.
6.

Conclusion

It is clear that there is a lot that needs to be done to get the South African economy to grow and
serve the majority of South Africans, especially the poor. The growth and reconstruction
programme should address that. Of critical importance is the capacity and the organisation of
the state. Implementation capacity needs to be improved and coordination should be
strengthened.
Arguably, more of the fiscus should go to the local government level. The fiscus is going to be
even more constrained. Tax revenue will continue to decline in the short to medium term.
Increasing taxes for individuals is not going to be easy because many people are facing harsh
socio-economic conditions. The private sector has been contributing far less tax than
individuals but it will not be easy to increase taxes for companies because of the already huge
unemployment challenge.
The answer to the difficult period and complex choices that South Africa faces is in clarifying
a macroeconomic framework that can allow the country’s economy to improve while
ameliorating social challenges. Social relief programmes are a given. So is investing in
infrastructure. With a declining GDP, constant per capita incomes, increasing unemployment
and lower tax revenue, the growth and reconstruction programme would have to ensure that
the country does not remain trapped in a socio-economic conundrum. In the final analysis,
difficult decisions will need to be made about where limited financial resources should go.
6.1

Recommendations

The following are proposed:
6.1.1 Verify new money in the supplementary budget
The amount of new money in the supplementary budget should be verified/clarified because it
appears that the supplementary budget may have deviated from commitments made by the
President;
6.1.2 Merge or reduce national departments
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Some national government departments should be merged or significantly reduced;
6.1.3 Adjust funds to local government and size of provincial government
More funds (as per the division of revenue formula) should go to the local government level
and the size of the provincial government should be reduced;
6.1.4 Adjust salaries of senior official
Salaries of senior officials (ie, Chief Directors, DDGs, DGs, Deputy Ministers, Ministers, the
Deputy President and the President) should be reduced and salaries of lower officials (eg,
nurses, teachers, etc) should be increased;
6.1.5 Increase spend on infrastructure
Expenditures for infrastructure programmes and social sector departments should be increased
and taxes for companies and high income earners should be increased.
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Chapter 3:
Implications of Covid-19 for the macro
economy and fiscal framework
Neva Makgetla
1.

Introduction

This paper first reviews the increase in social and economic demands on the budget as a result
of the pandemic. A second section outlines the longer-term trends in the economy and the
budget that made them particularly vulnerable to the crisis. The third part analyses the
government’s stimulus package, largely through the lens of the supplementary budget for
2020/21 tabled in late June.
Documentation on new needs arising from the pandemic are mostly not published. In particular,
while some of the main metros have made presentations on this subject to the portfolio
committee for the Department of Cooperative Governance and Traditional Affairs (CoGTA),
the provinces have not published supplementary budgets. The national supplementary budget,
published in June 2020, specifically says that reallocation within provincial budgets is not yet
available. The fiscal figures here draw primarily on the national budget data.
In addition to the budgetary information, this document draws on information from the “TIPS
Tracker: The economy and the pandemic”, which has been published weekly from 17 May
2020 and fortnightly from 28 June 2020.
2.

The pandemic and the budget

The Covid-19 pandemic has affected the budget in two ways: by increasing the need for
expenditure on health care and public health measures, as well as relief for households that lose
their livelihoods; and by slashing revenues for the national government and for municipalities
that historically raise a significant share of their budgets from rates and services. This section
first reviews how demands on the budget are likely to evolve over the next three years,
distinguishing the impact by sphere, region and timeframe. It then assesses the implications for
government revenue along the same dimensions.
The areas of new demand for expenditure fall under four main headings.
1. Healthcare, mostly to expand hospital capacity in terms of both physical equipment and
staff;
2.
Public health measures, which encompass:
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a. Mass communication on how to prevent transmission;
b. Identifying and isolating new cases, which in turn relies principally on screening
and contact tracing, testing and provision of quarantine facilities where required;
c. Measures to enable people to avoid transmission especially in dense settlements
that share facilities such as water and toilets; and
d. Enforcement of restrictions designed to limit transmission, which range from the
lockdown measures in April to health and safety inspections as economic and
educational activities resume.
3. Alleviation of economic distress and promoting recovery in response to the national and
global depression that has resulted from the pandemic, including:
a. Limiting retrenchments by assisting businesses that could not function normally to
pay wages;
b. Support for households that lost informal or business incomes; and
c. Support for businesses to avoid dissolution during the lockdown.
4.
In the longer run, establishing an economic stimulus both to kick start demand, which
will be constrained due to both the national lockdown and the sharp slowdown in South
Africa’s major trading partners.
All of these needs affect the spheres of the state and divergent regions differently. On the one
hand, the national, provincial and municipal governments have divergent responsibilities and
revenues sources. On the other, substantial differences emerge between different types of
region. The main metro areas and some secondary cities have a much higher incidence of
Covid-19 than the rest of the country. In addition, they are able to finance services largely from
their own revenue, while smaller towns especially in the historic labour sending regions, are
too impoverished to raise their own funds.
The new demands on the budget, and the scope for funding them, will also vary significantly
over time. In the coming year, economic and social activities will likely still be limited by the
pandemic and the South African and global economies are expected to shrink more than any
time since World War II. Over the following three to four years, economic activity will begin
to rebuild, reducing the need for relief and improving revenue sources.
2.1

Healthcare

2.1.1 Needs
In terms of health care, additional funds are needed primarily to expand equipment and beds in
existing hospitals, establish field hospitals, procure testing materials and personal protective
equipment (PPE), and hire additional staff. More health care workers are required both because
of growing demand and because a significant share of people living in hotspots cannot come
to work due to infection or self-isolation. In the Western Cape, which has seen the highest
incidence of Covid-19 in South Africa, 6 per cent of health care workers have been infected
and around a quarter are unable to come to work due to self-isolation or quarantine. (TIPS
2020b:12)
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2.1.2 Impact by sphere
The main responsibility for delivering health care falls to provincial governments. Some larger
municipalities also provide local clinics. It is not, however, clear how they have been affected
by the pandemic. Metro presentations have not mentioned increased demand for local health
services as a major cost driver, even where the incidence of Covid-19 is relatively high. (See
Ekurhuleni 2020, Tshwane 2020, Cape Town 2020, eThekwini 2020)
2.1.3 Impact by region
In South Africa, as everywhere in the world, the incidence of Covid-19 varies substantially by
region. Generally, large cities have seen the highest incidence, both because they typically
attracted more travellers from initial hotspot countries (initially mostly Italy and later the USA
and other European nations) and because they have relatively dense settlements with
considerable movement between neighbourhoods.
As Figure 9 shows, in South Africa the incidence of Covid-19 varies sharply by province. In
the Western Cape, KwaZulu-Natal and the Eastern Cape, the incidence was highest in the
metros. Almost all of Gauteng’s population lives in the main metros, so the distinction is not
meaningful.
Figure 9: Number of known cases per 100 000 people by province, weekly, from 28 April
to 28 June 2020
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Source: Calculated from data accessed at www.sacoronavirus.co.za on relevant dates.

As of early July (Figure 10) the number of new cases was growing fastest in the North West,
at over 10 per cent a day (but off a low base), followed by Gauteng at around 8 per cent;
KwaZulu-Natal, at slightly less but accelerating rapidly; and the Eastern Cape at 7 per cent.
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Figures for the Western Cape showed a decline but were no longer comparable because the
province had adopted a different testing strategy.
Figure 10: Seven-day rolling average of reported new cases by province, 3 April to 28
June 2020

Note: (a) The sharp decline in the reported growth in cases in the Western Cape in June may be partly due to a
change in testing strategy, which was announced on 3 June. Source: Calculated from data accessed at
www.sacoronavirus.co.za on relevant dates.

The differences between provinces in the extent of Covid-19, and the associated health care
needs, were highlighted by disparities in the death rate. The impact can be measured by the
number of natural deaths in excess of the historic norm. From 6 May to 23 June, the figure was
2 150 for Cape Town, 450 for Nelson Mandela Bay and 200 for Buffalo City, 200 for Tshwane
and 110 each for Ekurhuleni and Johannesburg. There were no excess deaths in Mangaung or
eThekwini in this period.
2.1.4 Timeframes
Development of a vaccine or more effective treatments should reduce the need for health care
spending. In addition, experience internationally suggests that regions that experience a sharp
increase in cases often subsequently see some decline as individuals and collectives develop
new behaviours to prevent infections. From this standpoint, increasing expenditure on public
health measures, especially to encourage individuals and groups to avoid infection, may
contain the demand for health care spending even before there is a treatment or vaccine.
2.2

Public health measures

2.2.1 Need
The pandemic requires increased spending on public health both within the traditional
mandates of the health departments and outside of them. New demands centre on improving
communication about how to avoid and prevent infections and programmes to identify and
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isolate clusters and hotspots, including by establishing quarantine centres. Demands that fall
on other departments include provision of safer supplies of water and sanitation in informal
settlements whose residents share these facilities. They also include enforcing infection-control
standards in workplaces of all kinds as well as in communities and public transport.
2.2.2 Impact by sphere
The responsibilities for these public health measures are broadly divided on the lines shown in
Table 15.
Table 15: Responsibilities of spheres of government for public health measures
National

Provincial

Municipal

Communication

Department of Health
and GCIS
 Provide national
communication
framework and media

Municipal health
department (if exist)
 Communication at
community level

Identifying and
isolating new
cases

 Department of Health:
Development of testing
and quarantine strategy
 Procurement of testing
materials for public
sector
 Maintenance of public
testing labs

Provincial department of
health
 Communication in health
facilities and support
community
communication
Provincial departments of
health
 Determine criteria for
access to tests
 Manage screening
through community
health workers
 Manage tracing systems
and quarantine facilities

Upgrade water
and sanitation

Department of Human
Settlements
 Plans for providing new
housing (no actual
progress as of June)

Enforce
regulations to
limit transmission

SAPS/SANDF
 Enforcement of
lockdown initially;
 Assist in limiting interprovincial travel;
 Border controls
DEL and DMRE
 Workplace inspections

Municipal health
departments (if exist)
 Assist in identifying cases
and ensuring access to
quarantine where required
 Ensure staffing of local
clinics (may require
additional costs given high
absenteeism)
Municipality
 Provide water tanks and
toilet facilities in informal
settlements
 Support for dedensification (identify land
and provide services)
Municipality
 Work with police and use
metro police to enforce
lockdown
 Licensing for businesses,
including informal traders

2.2.3 Regional impacts
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As with health care, public health measures are more costly in regions with a high incidence of
Covid-19. For instance, in Gauteng the number of contacts traced climbed from 8 650, when
the move to Level 3 sparked a rapid increase in cases, to almost 30 000 on 2 July. The increase
in contacts reflected, but did not keep pace with, the rise in cases from 1 507 to 43 000 over
the same period. As a result, the ratio of traced contacts fell from six to one in April to 0.7 to
1.0 in June, as the incidence climbed. (Calculated from Gauteng Department of Health 28 April
and 30 June 2020) This figure demonstrated that the tracing system had become overloaded,
and consequently less effective, even though the number of people reached had more than
tripled.
2.2.4 Timeframes
As with health care, the greatest demand for public health measures to contain the pandemic
will occur in the coming years. Thereafter – assuming either a vaccine or more effective
treatments are in place – the resourcing requirements would be guided by longer-run strategies,
and might fall to different agencies. Certainly quarantine facilities, for instance, would not be
needed on the scale anticipated during the high infection rate.
As with health care spending, the trajectory for public health measures in the coming year will
depend on the effectiveness of measures to limit transmission. From this standpoint, there are
trade-offs within the public health system. For instance, improved communication about how
to limit infections may reduce the need for contact tracing and quarantines, as well as the risk
of a further lockdown and the attendant security costs.
2.3

Relief and recovery

2.3.1 Needs
The pandemic affected the South African economy initially through slower growth in its major
trading partners – first China and subsequently Europe and the US. As it took hold in South
Africa, it led to depressed economic activity and demand. Figure 11 shows the different
pathways and outcomes resulting from this process. It illustrates the process through Level 4.
In Level 3, businesses were allowed to re-open production, but the global economy remained
slow and many found that demand especially from other businesses and from households was
still depressed.
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Figure 11: Pathways from the pandemic to the economy through Level 5 of the lockdown
Global effects
Decline in global prices
of coal, iron ore and
especially platinum
Decline in regional
demand for SA
manufactures and food

Surge in
cases first
in China,
then in US
and
Europe,
now in
developing
economies

Lockdowns
leading to
sharp fall in
demand and
production

Closure of local auto
plants in line with OEMs’
global strategy
Shortage of some
consumer imports,
especially electronics
and plastics (but not
food)
Sharp decline in cost of
imported oil

Capital fight
to safe
havens (US,
gold)
Increase in
demand for
healthcare
inputs

Decline in JSE and higher
interest on bonds
Higher gold price
Global shortage in
testing inputs, PPE,
respirators and
equipment, hospital
furnishings

OUTCOMES
Decline in domestic demand
for intermediate inputs and
consumer goods except for
food and healthcare
Rapid decline in mining and
auto exports as cut supply
and fall in global demand
Decline in consumer and
capital goods imports,
including petrol (especially
given lower petrol price),
except for healthcare inputs
Sharp fall in government
revenues but increased
spending on health,
security, social protection
and interest

Domestic effects
50% to 80% of jobs
lost temporarily –
mostly lower
income outside of
food
Mining value chain
gradually allowed to
re-open

Only essential
services allowed to
stay open unless able
to work from home

Auto and other
major
manufacturing
outside of food and
health inputs on
care and
maintenance

Depreciation in the rand
improves competitiveness
of local producers but raises
import costs

Recreational
services essentially
closed down except
for some digital
initiatives

Potential for increasing
market share in protective
clothing, respirators,
furnishings and anti-viral
medications (esp in region
but likely requires donor
funding)

Producers shifting
to healthcare
inputs, digital
systems and
security

Lock down
in SA at
relatively
early stage,
but
infection
rate still
growing

Increase in demand
for healthcare inputs
(PPE, respirators,
furnishings,
pharmaceuticals),
digital
entertainment/work,
and security inputs

The extent of the slowdown can be seen, amongst others, in changing electricity use. As Figure
12 shows, Eskom’s electricity sales in the second week of April slumped by 28 per cent
compared to a year earlier. Even after most businesses were allowed to re-open in June,
electricity sales remained 4 per cent lower than in the equivalent period in 2019.
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Figure 12: Electricity sent out in GWh, weekly, 24 March to 28 June, and percentage
difference from the same week in 2019
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For South Africans, the lockdown imposed extraordinary hardship in the form of mass layoffs,
salary sacrifices in various forms, the closure of most informal enterprises, and liquidity
challenges in formal businesses, which were especially difficult for smaller producers.
Estimates indicate that in April, in the Level 5 lockdown, only around a third of employees
were expected to work. In Level 4, the figure climbed to about half. In extended Level 3, the
only industries that remain closed are effectively bars and clubs, although other providers of
personal services often have to operate at between 50 per cent and 75 per cent of capacity.
Given the unusually deep inequalities in South Africa, the impact of these trends is also highly
unequal. During the lockdown, lower income workers typically faced the prospect of a loss of
pay while having limited assets and savings. In contrast, higher income workers were more
likely to be able to continue to work from home and had more resources to cushion a fall in
income.
In providing economic support during the lockdown and the phased economic reopening, the
government had four main goals:

To minimise formal retrenchments, so that businesses would retain their institutional
capacity and avoid delays when they were able to reopen;

To cushion especially lower income workers against the loss of pay;

To compensate informal workers, most of whom are self-employed, for the loss of
income due to the shutdown;
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To provide liquidity for formal businesses of all sizes, so that they would not go bankrupt
during the shutdown, since some of their expenses (rentals, salaries, taxes, etc) continued
despite the lack of income.

The government also began to develop programmes to promote recovery and growth after the
lockdown. National and global forecasts point to a sharp fall in GDP both in South Africa and
in all of its trading partners for 2020. The initial block to supply from lockdowns has translated
into a more persistent decline in consumer demand and investor activity, which seems likely to
prevent a simple return to economic growth. Moreover, the contagion remains out of control
in the US, much of Latin America and India, among others, as well as in South Africa’s main
economic centres. That in itself makes reopening and recovery less sustainable and more likely
to face setbacks.
Figure 13: IMF growth forecasts 2020 and 2021 for major economies and South Africa,
as of June 2020
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The Reserve Bank and the National Treasury now estimate that the GDP will decline 7 per cent
in the coming year (slightly less than the IMF forecast). A small survey by TIPS found that a
third of companies will likely retrench workers when the UIF Covid-19 temporary
employer/employee relief scheme (TERS) ends in June. Of the employers who said they are
contemplating retrenchment, the majority said they expected to downsize by 15 per cent to 20
per cent (See TIPS 2020a). Obviously, these are still fairly vague projections, but without a
faster than anticipated global recovery or a large stimulus package, a strong rebound seems
unlikely despite the lifting of lockdown restrictions.
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2.3.2 Impact by sphere
Table 16 indicates responsibilities for the relief and recovery effort by spheres of government.
Table 16: Responsibilities of government for relief and recovery spending
National

Provincial

Municipal

Avoid formal
retrenchments

 Provide funds to top up salaries
through the UIF TERS scheme





Cushion lowerlevel workers

 Provided funds to top up salaries
through the UIF TERS scheme





Support informal
workers and
families

 Expansion in social grants and
emergency relief grants

 Food parcels

 Food parcels (often in
collaboration with
private donors)

Support business
liquidity

 Public employment schemes
 Tax deferment and holiday on
skills levy

 School feeding
scheme

 Free Basic Services

 Funds for
culture and
sports

 Deferment of rates and
services payments

 Lower interest rates and capital
requirements

 Local
procurement

 Local procurement

 Provision of credit

 Redirection of
education
programmes to
promote
inclusive
growth

 Sector funds for small business
(tourism, culture/sports, spaza
shops, DSBD)
 Support for PPE production
Stimulus package

 Infrastructure investment and
industrial policy to promote
sustainable growth and job creation
 Investment promotion
 Fiscal stimulus
 Redirection of social protection
and retirement funds

 Limited lending
and other
SMME support
programmes

 Improvement in
infrastructure for
industrial sites,
township and rural
enterprise
 Streamline licencing
for businesses
 Metros and secondary
cities have some
SMME support
programmes

 Local procurement

2.3.3 Regional impacts
The economic impact of the pandemic is likely to be most severe in the metros, which to date
have also seen the highest incidence of Covid-19 and experienced the strictest lockdown
measures. These areas, however, also have greater capacity for recovery in terms of businesses,
infrastructure and state systems. The median household income and employment levels in the
metro areas are also far higher than in the rest of the country. Figure 14 shows the number of
households, median household income, and employment ratio (the share of working-aged
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adults with employment) in metros as a group and some individually, and in historic labour
sending regions and other urban areas.
Figure 14: Number of households, median household income and employment ratio by
geoFigurey, 2018
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The metros also hold two thirds of all formal businesses, with a fifth in Johannesburg alone.
That gives them a stronger foundation than the rest of the country to build on as they recover
from the pandemic.
In this context, a particular challenge is likely to arise for towns that depend on overseas
tourism, in particular in the Western Cape but also in parts of Gauteng and around some
attractions in rural areas. It seems unlikely that overseas tourists will return quickly, in part
because of reluctance to undertake long haul flights to a country that failed to control the
pandemic, and in part because of lower incomes internationally. As a result, the regions that
depend most on overseas tourism may find recovery particularly difficult.
2.3.4 Time frames
It seems likely that global growth will only return in 2021, and then at a relatively slow pace.
The timeline for economic recovery is highly uncertain, however, for a variety of reasons.
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First, the timeline for South Africa to access a vaccine or effective treatments remains highly
uncertain. Experts expect that, with luck, a vaccine will be viable early in 2021, and
improvements in treatment are now emerging regularly. But most analysts expect that medical
measures to control Covid-19 will only become available toward mid-2021, and may be
delayed even further.
Second, with the move to Level 3, the pandemic shifted out of control in Gauteng and the
Eastern Cape, as well as the Western Cape and potentially KwaZulu-Natal and the North West.
If transmission is not limited more effectively, then economic recovery will be delayed
irrespective of government measures to permit more economic activity. International research
suggests that, where the incidence of Covid-19 is rising rapidly, households are less likely to
buy goods and services especially outside of the home even where it is legally allowed.
Moreover, the health authorities in South Africa have said that if they cannot get transmission
under control through voluntary behaviour change, they may reinstate some restrictions on
economic activity.
It is worth noting that the epidemiological models that forecast a peak and then subsidence in
new Covid-19 cases are highly unreliable. They have generally modelled the decline in new
cases on the experience with influenza, which is a relatively mild, seasonal disease that peaks
in winter and subsides in summer without much behavioural change. A more appropriate
analogy for Covid-19, however, would be HIV or tuberculosis (TB). Because these diseases
have a high mortality rate and do not naturally dissipate seasonally, they have been controlled
mostly through behavioural change. From this standpoint, the contagion will likely only stop
expanding in South Africa and other countries when enough people start practicing social
distancing, wearing masks, and generally avoiding unnecessary social or economic activity.
That in turn seems likely to lead to lower economic activity over the long run, however.
Third, the recovery in South Africa’s main trading partners remains uncertain. The USA in
particular is seeing a wave of nearly uncontrolled spread. Since it remains the largest economy
in the world, if it experiences a much delayed or weak recovery from the pandemic and the
associated economic depression, it will constrain economic recovery prospects for all other
countries.
3.

The revenue shortfall

The economic downturn meant a revenue shortfall mostly at national and local government
level, since the provinces have very limited sources of own revenue. This section considers the
available estimates of the loss in revenue.
At the national level, SARS anticipates a shortfall of R300 billion on its estimates from before
the pandemic, or over 20 per cent. That compares with a shortfall of just over 10 per cent in
the 2008/09 global financial crisis. The supplementary budget provided data only on VAT and
PAYE compared to 2019 data, not on total income tax revenues. Nevertheless, VAT was down
73

Financial and Fiscal Commission:
Technical Report for the Division of Revenue, 2021/22

in nominal rand by 4 per cent in April and 28 per cent in March. In contrast, in the first two
months of the year it averaged 8 per cent above 2019 in nominal terms, or around 4 per cent in
real terms. In constant terms, PAYE was around 3 per cent above 2019 levels in the first two
months of 2020, but in April it was around 10 per cent lower and in May, 13 per cent below
2019 collections. (The National Treasury 2020b:33)
Own revenue makes up only a small share of total provincial revenue. The biggest decline is
likely to come from the closure and then slow recovery of casinos, but the impact will be
relatively small.
The pandemic is expected to cut the metros’ own revenue by around 30 per cent. (The National
Treasury 2020b:19) Their earnings come principally from a mark-up on the sale of electricity
and other services to businesses and households, as well as from rates. Smaller towns and
secondary cities fund a third of their budgets through national grants and the municipal share,
and most have low levels of Covid-19. In contrast, almost all the metros are considered
hotspots, with high rates of contagion. Moreover, they fund 85 per cent of their total spending
from their own revenues and, for capital expenditure, from borrowing. (Calculated from The
National Treasury 2019a and 2019b) As a result, they face by far the greatest challenges,
although they come into the crisis with much larger revenues per resident as well as better
infrastructure and higher staffing levels.
In early June, presentations by Ekurhuleni and Tshwane to the portfolio committee on cooperative governance illustrated the problems confronting the metros.
Tshwane anticipated that it would bring in R22 billion for the financial year ending in June,
some R4 billion below the budgeted amount. Its revenues for April and May were almost R1
billion lower than in anticipated in March, at R1.4 billion compared to the budgeted R2.3
billion. It hoped to incentivise households and businesses to pay at least some of what they
owed by providing interest-free payment deferments as well as rebates on advance payments
of property rates (Nawa 2020).
Ekurhuleni expected that its collections would fall by around 25 per cent compared to its
budget. In March, its collections were already down by 15 per cent. In April they were 33 per
cent below budget, with a similar level projected for May. Ekurhuleni hoped for a modest
improvement, to around 30 per cent below the initial budget, with the move to Level 3 in June.
Like Tshwane, it had introduced measures to incentivise payments (City of Ekurhuleni 2020).
Cape Town outlined its adjustment budget on 20 May 2020. It expected its operating revenue
to fall by R1.1 billion while its capital budget increased almost R900 million and its operating
budget by R900 million. As a result, its deficit would climb from R624 million to R2.6 billion.
In other words, it would have to raise R2.5 billion in loans, departing from its plan for a
balanced budget. The revenue shortfall resulted principally from lower payments for electricity,
almost entirely from business, which would cost the city R800 million. Rates were expected to
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decline by almost R450 million. Impaired debts, however, mostly affected rates, at R625
million, as well as R465 million for water and sanitation (City of Cape Town 2020).
Cape Town had run a surplus of R5 billion from 2018, which it had rolled forward over the
previous two years. As a result, it had been able to charge lower rates and tariffs than other
metros. That said, when the pandemic hit, it had worse services in informal settlements, with
much higher levels of shared water and toilets and lower levels of RDP housing than most of
its peers (Calculated from Statistics South Africa 2018). That in turn contributed to the
relatively rapid spread of Covid-19 and the resulting extra costs for the city.
In terms of time frames, the recovery in government revenues depends on when the economy
returns to growth, improvements in the capacity for collecting tax, and, in the case of
municipalities, service payments, and whether new taxes are introduced or the levels of taxes
and tariffs are increased.
4.

Prioritising needs in a federal system

South Africa’s federal system means that responsibilities for dealing with the pandemic and its
socio-economic impacts are divided unequally between the spheres of the state. The provinces
are expected to manage most of the immediate health needs, but their resourcing depends
primarily on national allocations and to some extent procurement of key inputs such as tests.
The national government has core responsibility and resourcing for economic relief, which
makes far larger demands on the fiscus than health care alone. It is also in charge of enforcing
lockdown restrictions, which are now largely limited to bans on most social interactions and
inter-provincial travel, as well as occupational health and safety requirements at work and in
public transport. The main burden on municipalities is to assist low-income households,
especially in informal settlements, by improving facilities and providing information on how
to prevent infections.
As with any demands on the fiscus, it is easy to identify the main dimensions of and
responsibilities around the requirements for addressing the health and economic impacts of the
pandemic. The extent to which these needs should be prioritised over other imperatives is,
however, largely open to debate, especially given the uncertainty about both the extent of the
contagion and the timing of the global as well as the national economic recovery. The choices
are especially difficult in light of the sharp decline in national and local revenues as a result of
the lockdown and subsequent slow recovery.
4.1

Context

The current fiscal situation in South Africa can be seen as a classic post-colonial trajectory. On
the one hand, the country remains dependent on mining-based exports, with growth largely
tracking global metals and coal prices. On the other, apartheid entrenched unusually high levels
of joblessness and deep economic inequalities by global standards. These ills are rooted in
deeply inequitable asset ownership, pay scales and access to quality education, aggravated by
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the spatial geography left by apartheid and the lack of institutions to support new industries
and producers.
In response to the inequalities left by apartheid, the democratic government has used the fiscus
to redistribute profits from the dominant formal sector in order to improve services and
transfers to low income communities. It did not, however, drive large scale programmes to
enable low income regions to develop new livelihoods or reduce the national dependency on
mining exports. As a result, when the 2002 to 2011 global mining price boom ended, the
government ran up (increasingly foreign) debt to sustain services and social grants. Unless it
could develop new income sources, the National Treasury argued it would have no choice but
to cut back on its support for low-income households and regions.
5.

Structural challenges: Commodity dependency, joblessness and inequality

This section first reviews trends in economic growth and inequality. It then summarises the
factors that led to their reproduction after the transition to democracy. A final section outlines
the fiscal response.
5.1

Trends in economic growth and inequality

After accelerating from the early 2000s to around 2011, economic growth gradually slowed. It
became particularly volatile and low after 2015, as Figure 15 shows.
Figure 15: Quarterly change in GDP, Q1 1994 to Q1 2020
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Even before the Covid-19 depression, growth in both employment and the GDP fell
increasingly short of the targets set in the National Development Plan (NDP). Job creation has
generally tracked GDP growth (see Figure 16).
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Figure 16: Growth from 2000 in the GDP (SARB forecast for 2020) and in employment
compared to NDP growth targets
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Economic growth remains inextricably bound with the fate of mining exports, which account
for over half of South Africa’s total exports. The slowdown in GDP from 2011 correlated
closely with the drop in international prices of South Africa’s main mining exports. As Figure
17 shows, prices for South African mining-based exports – mostly coal, platinum, iron ore and
gold - hit a 30-year high in 2011, then dropped by between 30 per cent and 50 per cent through
the late 2010s. GDP growth broadly followed a similar trajectory.
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Figure 17: Annual percentage change in GDP compared to annual percentage change in
international price of exported metals, ores and coal
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The slowdown from 2011 was increasingly aggravated by a number of inter-linked domestic
factors, which were in turn aggravated by rising political and economic challenges following
the end of the metals’ price boom. The following were most important.

The electricity supply grew more and more expensive and unreliable from 2008.

The climate crisis began to affect both agriculture and tourism, with more frequent and
intense droughts and flooding.

State capture and worsening corruption, which took off during the mining boom,
increased the costs of key infrastructure services and discouraged private investment.

Unusually deep inequalities and high joblessness fuelled increasing and unceasing
contestation over policy priorities and strategies. That in turn tended to reduce private
investment, since it aggravated investor uncertainty (as the ratings agencies invariably
point out). Inequality also limited demand for basic consumer manufactures, making it
more difficult to develop labour-intensive manufacturing like clothing and plastics.
Taken together, these domestic and international factors led to relatively slow growth in South
Africa compared to other upper middle income economies. As Figure 18 shows, since 2002
growth in South Africa has lagged most of these peer economies, although the divergence
worsened after the metals’ price boom ended in 2011.
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Figure 18: Average annual GDP growth in South Africa compared to other upper middle
income economies, 2002 - 2011, 2011 - 2015 and 2015 - 2018
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In sum, the democratic state failed to diversify the economy away from dependence on mining
exports. In part as a result, it also did not address the roots of high joblessness and inequality,
which persist at far higher levels in South Africa than in its upper middle income peers.
The long run jobs backlog in South Africa emerges if we compare the employment ratio – that
is, the share of the working aged population with employment - with other countries. The
measure counts both wage workers and self-employed people as employed. As Figure 19
shows, the employment ratio in South Africa climbed from 39 per cent in 1994 to 42 per cent
in 2019. The international norm is however around 55 per cent.8 In South Africa, the ratio
peaked a decade ago, but around a million jobs were lost in the 2008/9 global financial crisis.
Since 2008, job creation has fallen behind growth in the working aged population, resulting in
a decline in the employment ratio. It will likely be further worsened by the Covid-19 depression
this year.

8

The figures here are normed ILO data to permit international comparisons. Statistics South Africa gives an
employment ratio that is around 1.5 per cent higher, but the trends are the same and the gap from other countries
would still be on the order of 15 per cent.
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Figure 19: The share of employed people in the working-aged population, South Africa
compared to other upper middle income countries, 1995, 2008 and 2018
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Note: Average of 49 countries. Source: Calculated from World Bank. World Development Indicators. Interactive
dataset. Accessed at www.worldbank.org in February 2020.

From the 1980s, South Africa has also consistently ranked as having the most unequal income
distribution amongst countries that report on it using the Gini coefficient. A higher Gini
coefficient means the distribution of income is more unequal. From the 1980s, the Gini
coefficient in South Africa has been consistently estimated at over .60; in other upper-middleincome countries, it averages around .45 (See Figure 20). The data likely overstates the gap
between South Africa and the other economies, however, since many of the most unequal
countries in the world do not report a Gini coefficient at all. Fewer than half of all upper middle
income countries published a Gini coefficient from the mid-1990s through the late 2010s.
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Figure 20: Gini coefficients for South Africa and the 16 other reporting upper middle
income countries, mid-1990s and late 2010s
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Interactive dataset. Accessed at www.worldbank.org in February 2020.

High joblessness and inequality in South Africa have two main roots. First, the destruction of
African businesses under colonial and apartheid rule left the country with low levels of selfemployment compared to other upper middle income economies. Put schematically, in the rest
of the developing world, between a fifth and a third of the working aged population are
employed largely in agriculture; the same group in South Africa is jobless. That situation in
turn reflects unusually stark inequalities in ownership of productive assets in South Africa,
although it is likely impossible to revive smallholder production on the scale seen in other
countries.
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Figure 21: Employment status in South Africa compared to other economies by income
group, 2017
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Second, South Africa’s main competitive industries in the late 2010s were the mining value
chain (including the refineries for metals and coal), auto assembly and capital goods, financial
services and the food value chain. Of these, only food seemed able to generate employment
directly on a large scale, although the other industries had significant indirect employment
effects.
In this context, it was notable that South Africa’s manufacturing strengths did not include the
industries that, in other developing economies, meant industrialisation generated jobs on a large
scale. As Figure 22 shows, South Africa lagged other upper middle income countries in its
foreign sales of clothing and appliances. In contrast, it exceeded them in exports of mining
products, assembled cars and chemicals, and was on almost on par for capital goods (mostly
for mining) and food.
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Figure 22: Revealed comparative advantage (A) for South Africa compared to uppermiddle-income economies excluding China and to China (B), averages for 1995 to 1997,
2009 to 2011, and 2014 to 2016
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5.1

Factors behind the reproduction of commodity dependency and inequality

A variety of long-standing economic, legal, social and political relationships maintain
dependency on mining and deter growth in other sectors.

In the private sector, South African companies have had 150 years to develop world-class
capacity to support mining. These activities range from the initial finance and
construction to mining itself, the production of capital goods and chemicals as inputs,
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downstream metals and coal-based chemicals refineries, and manufacture of metal
products. The companies involved in the value chain often find it easier to look overseas
for new opportunities linked to mining than to venture into light industry or value-adding
services. Virtually all of South Africa’s largest mining and construction companies have
transformed themselves into international conglomerates, while many financial
institutions have tried, with less success, to do the same;
Support for mining is also embedded in century-old regulatory systems. In infrastructure,
deciding how and where to invest has long been shaped and largely funded by mining,
from freight transport to water and electricity. During the metals’ price boom from 2002
to 2011, for instance, state-owned companies (SOCs) increased their investments largely
because the mines and refineries expanded, leading to higher demand. From 2011,
however, the abrupt fall in minerals and metals prices fell from 2011 squeezed sales, and
with it state investment. In addition, the regulatory frameworks for taxation, education
and training, land use and support for research and development all incorporate long
standing concessions to facilitate development in the mining value chain.

Similarly, once inequalities in asset ownership, human capital, and work organisation and pay
scales have been established, they tend to persist. Key factors include the following:

As noted above, small African businesses under apartheid were largely suppressed, while
the regime promoted concentration in many industries. This history means that physical
infrastructure, financial institutions, procurement systems, market access, managerial
experience and other skills, and regulatory frameworks developed to serve large,
established companies. In the absence of major reforms, they often cannot accommodate
smaller, newer and riskier enterprises. In consequence, emerging businesses face a
generally unsupportive ecosystem;

At the level of households, rich people have higher incomes and can afford better
qualifications. The educational system remains deeply inequitable, although the
differences are now based on class as well as race. Moreover, the certification and visa
systems continue to limit the number of highly skilled people, leading to an unusually
deep gap between skilled and unskilled work by international standards. That makes it
easier for the high-income group to take advantage of economic opportunities and to pass
privileges on over generations;

In the workplace, work organisation was shaped historically to maintain “European” pay
for managers and professionals at the cost of other workers. Production depended on a
few highly skilled and formally qualified positions, while most lower-level jobs were
deskilled. Once these structures are established, most people cannot envision a more
equitable workplace or educational system.
After 1994, very few established enterprises or, in government, bureaucracies tried to
reform their work organisation so as to upskill and empower lower-level workers,
establish more supportive and creative management styles, or promote career mobility.
For most workers, work places remain oppressive and often arbitrary, with improvements
available only through the annual pay increment. That is a recipe for hostility and
conflict, which has spilled over during the pandemic into repeated protests and
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unprocedural strikes around the infection prevention measures and management of new
infections;
The deep inequalities in society make it virtually impossible to achieve full consensus on
a policy to reconstruct the economy to increase employment and address inequality. That
in turn underpins inconsistent and timid implementation of policies aimed at structural
change. The government has had to navigate between the demands of its constituents,
who want real change in the economy, and pressure from business, which on the whole
would prefer to minimise the disruption, risks and costs that would follow from far
reaching economic reconstruction. Within each of these camps, major fractions often
disagree with each other vehemently. The most obvious divide is between the leaders of
emerging and big business, but the interests of the financial sector, manufacturing,
agriculture and mining also often diverge. These divisions frequently shape the debates
between government departments and agencies.



Managing policy contestation is harder because of the institutional fragmentation of the state,
which is illustrated in Figure 23. Different state agencies have mandates that align with
divergent constituencies. Lobbyists and pressure groups are able to forum shop. In this context,
instead of defining and pursuing hard objectives, the state often functions as a big tent coalition
united around very vague priorities. That approach permits considerable variation and even
contradictions in specific policies.
Figure 23: Economic policy structures in the South African state, 2019
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5.2

The fiscal response

Continued mining dependency in a deeply unequal democracy posed tough challenges for
fiscal policy. In effect, the government undertook a contradictory approach that replicated the
experience of most of the rest of Africa after colonialism: on the one hand, it sought to mitigate
85

Financial and Fiscal Commission:
Technical Report for the Division of Revenue, 2021/22

inequalities by expanding services and transfers to poor households; on the other, it sought to
align spending with its revenues while avoiding raising taxes on the high income group and
large businesses in the name of promoting investment, avoiding a skills flight and generally
broadening the tax base.
From the transition to democracy, the government sought to mitigate the effects of slow GDP
and jobs growth through extensive social grants as well as a variety of programmes to provide
housing, household infrastructure, and access to education, health and other social services.
Social grants are the most easily quantifiable of these programmes. In the late 2010s, around a
third of all South Africans, mostly children, received some form of social grant. Before the new
Covid-19 grant was introduced, they were targeted exclusively at people who physically could
not work because of age or disability.
Because of high joblessness, social grants were the main source of income for a fifth of all
households. But no grant was sufficient to lift families out of poverty by itself. The old age and
disability grants were twice the poverty line; the child grant was half of it until it was increased
in response to the Covid-19 depression; and the new Covid-19 grant was just over a third of
the poverty line for an individual. Before the Covid-19 grant was introduced, child support
grants accounted for two thirds of all social grants, reaching 12.8 million people. The larger
old age and disability grants were paid to 4.7 million people.
In addition to social grants, government vastly improved other services for low income
communities. There are no data on outcomes by class from 1994, but the impact by race serves
as a proxy. For Africans, the average years of formal education increased from eight years in
1996 to ten years in 2018. The share of African households with electricity climbed from 44
per cent to 94 per cent; with running water on site, from 47 per cent to 70 per cent; and with a
flush toilet, from 34 per cent to 58 per cent. In the poorest 80 per cent of households, one in
five has received a housing subsidy. (Calculated from Statistics South Africa, 1996 and 2018)
While access improved, the quality of services for low income households still lags far behind
historically white areas. For instance, in the late 2010s there were around twice as many
learners per educator in historically African schools as in historically white (but now mostly
integrated) schools.
Government services to low income communities ensured a significant improvement in living
conditions for the majority of South Africans over the past 25 years. To take a fundamental
indicator, as Figure 24 shows, the share of households where people went hungry fell, at least
at times, from over one in four in the mid-1990s to one in ten in the late 2010s. Even as the
economy slowed from 2015, the share of households suffering from hunger remained
essentially stable. The Covid-19 depression has undoubtedly worsened food insecurity, but the
data will only become available next year.
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Figure 24: Share of households where people went hungry, at least at times, 1996 to 2018
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Source: Calculated from Statistics South Africa household surveys for relevant years.

Government efforts to improve conditions for low income communities and households were
constrained by the weight it gave to avoiding risky and unsustainable expenditure. Fiscal and
monetary policies avoided austerity during downturns, except in the late 1990s. But they were
generally aligned with the economic cycle rather than compensating for them. As Figure 25
shows, both non-interest expenditure and public investment essentially tracked economic
growth.
Figure 25: Changes in government spending and investment compared to changes in
metals and coal prices (a) (1999 to 2018)
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Note: (a) Trade-weighted index of prices for coal, iron ore, platinum and gold. Source: Non-interest expenditure
and public investment from South African Reserve Bank interactive dataset. For prices, Index Mundi/IMF
commodity prices.

From 2000 to 2009, during the height of the international metals’ price boom, public
investment climbed from around 4.5 per cent of the GDP to over 7 per cent. It fell back to 5.5
per cent in 2019, however, as international mining prices dropped and the economy slowed.
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Similarly, from 2002 to 2011, government spending in constant terms climbed 7 per cent a
year; from 2011 to 2015, it grew 3 per cent a year; and from 2015 to 2017, it slowed to 2 per
cent a year. In contrast, the trend reversed in the 2019 to 2021 budgets. Government spending
targeted a 4 per cent annual increase above inflation, far outstripping tax revenues. But the
increase in 2020/21 went mostly to bail out Eskom and South African Airways (SAA), while
spending on the main social services grew more slowly than inflation.
Similarly, monetary policy was pro cyclical but not draconian. Real prime lending rates
(subtracting inflation) dropped from over 10 per cent in the late 1990s to 3 per cent around
2011. Then, as the economy slowed, they began to increase again, reaching 5.5 per cent in
2019. That compared to rates of around 4 per cent in other upper middle income countries
excluding China, and 1 per cent in China. The Reserve Bank has cut interest rates to address
the challenges from the Covid-19 pandemic, as well as moderating some restrictions on bank
lending.
Finally, the levies for the UIF and Compensation Fund were excessive compared to their payouts. As a result, they accumulated large surpluses, equal in 2019 to R160 billion at the UIF
and R65 billion at the Compensation Fund. These resources derived from legally mandated
savings by workers and employers. They were, however, invested almost exclusively in listed
companies and government bonds, rather than promoting economic reconstruction.
The broad fiscal stance meant that South Africa was able to expand investments in
infrastructure, health and education substantially during the metals’ price boom, as well as
leveraging an opening for black business people to get a foothold in established businesses
through black economic empowerment policies. When the metals’ prices crashed and
economic growth slowed substantially, the government slowed growth in public expenditure
but kept it above GDP growth, not by increasing taxes, but by gradually expanding its debt
relative to the GDP. A rising share of its borrowing was sourced overseas, adding to the risks.
As a result, South Africa’s public debt service (including guaranteed debt), relative to gross
national income, climbed from 1.1 per cent in 1994 to 1.6 per cent in 2002, at the start of the
metals’ price boom; fell to 0.9 per cent in 2011, when the boom effectively ended; then rose to
3.3 per cent in 2018.
The Covid-19 response effectively maintains the government’s longstanding fiscal balancing
act. Thus, it aims both to maintain government spending and increase transfers to poor
households, and to maintain some controls on expenditure relative to GDP. As a result, it
proposes only a minimal increase in government spending without imposing cuts. The result is
a rapid increase in the deficit, but not in spending.
6.

Conclusion

As mentioned in the previous section in relation to the country’s fiscal situation, South Africa’s
current debt crisis can be seen as a classic post-colonial trajectory. In much of Africa, countries
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inherited commodity dependent economies, with significant investment to build “European”
standards for the post-colonial government and business aligned elite, but limited support for
most communities. When commodity prices were high, the more progressive of the new states
used the resulting revenues to provide services for the majority, including various forms of
subsidy (while often siphoning off a share for the leadership). When the commodity cycle
tended down, they then initially went into debt in order to maintain the services. As debt piled
up, their creditors – often led by the International Monetary Fund (IMF) – made cuts to public
services a precondition for continued loans. That in turn enabled the elites to impose austerity,
typically at the cost of the majority, while maintaining a “European” lifestyle for themselves.
In South Africa, the commodity boom from 2002 to 2011 enabled the government to improve
conditions for the majority without embarking on the risky and conflict ridden task of
reconstructing the economy to reduce mining dependency and secure greater equality in pay
scales, assets and education. When metals’ prices plummeted from 2011, however, slowing
GDP growth also placed pressure on the fiscus. In response, the National Treasury turned
increasingly to overseas debt, despite its commitment to sustainability. But it also slowed
government spending just as economic growth became increasingly depressed and fragile.
These long term trends meant South Africa is in a weak position to address the depression that
has resulted from the Covid-19 pandemic.
6.1

The stimulus package

Government has announced that it will spend R500 billion to deal with the pandemic and the
associated economic fallout. This section outlines briefly how it has met these commitments,
and the implications for the different spheres and regions of the state. Critically, the bulk of
additional spending is expected to come from the private sector and social protection funds.
The budget itself is mostly counter cyclical in the sense that it maintains spending levels despite
a rapid increase in the deficit to 15 per cent. It increases spending by only 2.4 per cent, or R43
billion.
Government has drawn primarily on three sources for its stimulus package:

A R200-billion credit guarantee scheme channelled through private banks;

R40 billion for the UIF Covid-19 TERS, paid for from the UIF surplus; and

A substantial reprioritisation of the budget.
The net changes by function amount to:

An increase of R25 billion in social services, mostly for an increase in social grants;

Around R15 billion in health spending, mostly based on reallocations within provincial
budgets; and

An increase of R6 billion in security services.
In addition, the skills levy holiday for three months reduces the income for the SETAs and the
National Skills Authority by R7.5 billion. In recent years, these agencies have mostly funded
universities and colleges, but most SETAs now have substantial surpluses.
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While the supplementary budget bolstered spending on health and social grants, it cut spending
on industrial policy programmes designed to bolster manufacturing and value adding services
– that is, to promote diversification away from commodity dependency. It reduced spending
on the “economic development” function by R7.5 billion, or almost 10 per cent.
The following summarises the impact of each of these programmes in turn, as far as the
available information allows. Obviously the schemes have, in many cases, only just been
initiated, and the main oversight to date has been in the form of progress reports to Parliament.
In each case, the implications are outlined by sphere and region.
6.1.1 The credit-guarantee scheme
Lending under the government’s R200-billion credit guarantee scheme, the centrepiece of its
stimulus programme, remained limited. By the first week of June, the banks had approved R7
billion worth of loans for 4 800 businesses under the credit-guarantee scheme. They had
rejected another 11 000 because they were ineligible or not creditworthy, while a further 14 100
applications were still under review. Applications to the scheme totalled less than a quarter of
the number that got private credit relief. Successful borrowers averaged loans of R1.4 million,
however, which was almost 15 times the average value of relief provided by private banks
(TIPS 2020a:15).
The credit guarantee scheme faced two challenges. First, the banks were required to impose
normal creditworthiness criteria, which meant that despite the guarantee they did not change
their lending patterns. Small businesses in particular complained that they were asked to put
up personal guarantees despite the high risk environment. Second, the scheme initially limited
the use of funds, mostly to meet unavoidable payments and salaries. That made the loans often
less desirable to businesses than the more flexible relief schemes offered by the banks to
existing clients.
These problems underscored the limitations of the credit guarantee scheme in addressing the
Covid-19 depression. In effect, it was expected to provide short run assistance to businesses on
the assumption that they would rebound once restrictions were eased. That means it was not
designed to assist if the restrictions set off a more sustained depression nationally or globally.
Moreover, it could not initiate a sustainable and longer run transition for workers and producers
in high risk industries that would likely only recover in the medium term, in particular tourism
and recreational activities. In addition, it only provided support to formal businesses, which are
clustered mostly in the most economically strong parts of the country. While these areas also
faced the harshest effects of the pandemic, in the longer run, if the scheme succeeded it would
effectively strengthen existing industries and producers, rather than promoting a structural
change to more inclusive and diversified growth.
As of late June, the Reserve Bank, the National Treasury and other stakeholders were reviewing
the rules of the scheme in an effort to make it more accessible and useful to businesses.
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6.1.2 Covid-19 TERS
To avoid mass retrenchments and extreme hardship during the lockdown, the government
introduced two kinds of relief: the UIF’s Covid-19 temporary employee/employer relief
scheme (TERS) and increased transfers to households through social grants and food parcels.
The UIF scheme was funded through a commitment of R40 billion from the fund’s surplus,
which equalled R165 billion before the pandemic. The surplus emerged because UIF payments
over the past 20 years typically cost just over half its income only. By 2019, the UIF had
received R20 billion in income from the one per cent levy on workers and employers through
a payroll tax, but only paid out around R11 billion in benefits (UIF 2019 Annual Report). The
investment of the surplus then led to a snowball effect, as the UIF was able to reinvest virtually
all of its financial returns.
The Covid-19 TERS followed from the UIF’s legal mandate to undertake measures to reduce
joblessness. It topped up the pay for workers earning less than R17 700 a month as long as they
were not formally retrenched. The fund provided a minimum of R3 500 with a sliding scale
from 60 per cent of income replaced to 38 per cent as the ceiling.
The Covid-19 TERS aims both to fast-track support to workers and avoid losing capacity at
enterprise level for the recovery process. As of mid-June, the UIF had paid out almost R20
billion for April to 327 000 employers for 3.9 million employees. That meant around half of
formal employers had benefited, and over a third of private formal workers. The average pay
out came to R6 000 for the month (UIF 2020).
The UIF has resisted any extension to the Covid-19 TERS on the grounds that it must retain
funds equal to all of its liabilities for four years as a “technical reserve.” This argument has two
fundamental flaws.
First, the UIF does not need a “technical reserve” of this extraordinary size. It would only make
sense if the UIF had no income from contributions while still owing contributors four years’
benefits. But there is little chance that the UIF’s income will fall to zero over four years – it is
not a private company, and cannot go bankrupt. Given that its contribution income is currently
almost twice as high as its normal outlays, it remains highly unlikely that the UIF will need to
use its surplus to cover benefits, even during a depression.
Second, the UIF Act does not require that the UIF maintain a reserve in order to avoid
government support. Instead, it indicates explicitly in paragraph 10(4) that if the UIF should
run a deficit, the Minister of Labour should approach the National Treasury for assistance.
In terms of the implications for the spheres of the state, the UIF is a national agency that falls
under the Department of Employment and Labour. Neither the provinces nor the municipalities
play any role in the Covid-19 TERS.
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In practice, the UIF grants only benefit formal employees, including domestic workers
(although only around 10 per cent of domestic workers received support). That means the bulk
of the funds are paid in metro areas and secondary cities. In practice, of course, formal workers
often support family members in the rest of the country. Moreover, the scheme is designed to
provide a larger share of income for low paid workers. That in itself helps remedy the
inequalities built into pay scales in South Africa, which are unusually large compare to other
countries.
6.1.3 Social grants
The government approved a temporary (six month) increase in social grants in the form of an
increase in existing pensions and a new grant for people who were unemployed and did not
receive any other state support. The old age and disability grants were increased by R250 a
month. The child care grant was initially increased by R300, but then the top up was replaced
by a new payment of R500 to care givers for children who received a grant. Only seven million
caregivers were eligible for the new grant, which meant that families received substantially less
than from the once-off increase to child care grants. The special Covid-19 grant to unemployed
people was set at R350 a month.
The increase in social grants aimed principally to extend support as fast as possible to
households that, because of the lockdown, had lost informal income. From this standpoint, the
grant has the broadest reach. The new Covid-19 grant had been paid to around 2.5 million
people by the end of June, out of five million applicants. The delays in payment were essentially
due to the difficulty of establishing a new payment system. Moreover, the payment authority,
SASSA, noted that it found that most applications had been rejected by mistake, and pledged
to review the process. Unlike the other grants, however, government committed to rolling out
payments throughout the month, so the number will continue to climb in the next few weeks.
Neither the care giver grant nor the new Covid-19 grant was nearly enough to lift the recipients
out of poverty. Statistics South Africa (Stats SA) estimated the lower poverty line at R810 in
2019 (Statistics South Africa 2019). By extension, these two grants sufficed to lift around two
thirds of a person out of poverty. In contrast, the old age and disability grants sufficed for two
people to avoid poverty by the Stats SA measure.
A challenge from the standpoint of the economy was that the increase in social grants was
expected to end after six months, ie, in October 2020. The economy was likely, however, to
remain at best fragile at that point, with continued high joblessness and depressed demand
locally as well as slow global growth. As noted above, forecasts for both the national and
international economy are uncertain, but most expect that economic recovery will take years
rather than months.
The social grants are distributed exclusively by the national government. The grants established
before 2020 are entitlements based on income level and inability to work. The new Covid-19
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grant also goes to people who are able to work but unable to find employment. Because of the
spatial differences in poverty and joblessness, the grants go disproportionately to poor regions,
and in particular the historic labour sending areas, while they are less important for the metros.
This means they are significantly redistributive in spatial terms.
6.1.4 The health budget
The supplementary budget estimated in June that the pandemic would require an additional
R20 billion for the national and provincial health departments. The budget does not distinguish
spending by the health authorities on public health measures as oppose to curative health care.
The anticipated R15 billion redirected from other provincial functions would increase the total
health care budget from R209 billion to R229 billion, or by 7 per cent.
The addition to the health budget at provincial level is funded entirely from re-prioritisation
within the provincial share. That is, it does not bring any new funds to the province. The
supplementary budget says that the reprioritisation will be primarily from public works and
transport budgets, but does not give any detail.
The supplementary budget allocates the R20 billion for health care to provinces in line with
the overall provincial share. As Figure 24 shows, that meant the new spending did not align to
either the incidence or growth rate in Covid-19 cases. The Western Cape, Gauteng, the North
West and the Eastern Cape – by far the hardest hit by the contagion – still had relatively low
levels of public health spending per person. The Northern Cape, with by far the lowest
incidence of Covid-19 in the country, had the highest.
Figure 26: Public health budget per person by province, original 2020/21 budget and
supplement budget
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Figures on provincial funding for health care do not provide the full picture of inequalities. The
private health sector is located primarily in the richer provinces, with almost no facilities in
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historic labour-sending regions or, even in the metros, in the townships or informal settlements.
Figure 27 shows the distribution of public and private health care professionals by province
relative to the number of residents. By this measure, Gauteng and the Western Cape – the
provinces hit hardest by Covid-19 as of early July – were much better off, while the third most
affected province, the Eastern Cape, lagged far behind them. The question was how effectively
the private sector could be integrated to serve the poorest communities, which were the hardest
hit even in the wealthy provinces.
Figure 27: Number of residents per health care professional, by province, 2018
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6.1.5 Infrastructure spend
The presidency is working to establish a platform with major domestic banks and foreign as
well as local fund managers to promote public-private partnerships in infrastructure
investment. It expects that the platform will fund projects worth R1.5 trillion over the coming
decade, but also expect it to mobilise expertise in packaging and construction.
The Presidency has worked with the SOCs and government departments to identify 270
potential projects for partnerships. It planned to highlight 92 of them at a virtual investment
conference on Tuesday, 23 June. The projects include water and sanitation, energy, low income
housing, agriculture and communications. In the future, the Presidency hopes to expand the
platform to support social infrastructure such as clinics and hospitals.
Experience shows that, in a highly unequal society like South Africa, public private
partnerships (PPPs) are much easier in theory than in practice. The Presidency has explicitly
acknowledged that PPPs have to generate a revenue stream for the private investor. It is not
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clear, however, how the model can meet the needs of poor households and communities that
cannot pay in full for infrastructure services. Experience shows that private investors are
willing to invest in infrastructure to serve individuals and companies who can pay the full cost,
as for instance when Transnet provides ore lines to the mines or Gautrain meets the need of
high end commuters (although it also gets a substantial subsidy). They will also invest where
the state pays on behalf of users, as in the case of RDP housing and corrections. Unless systems
are in place to give voice to the beneficiaries, however, providers often skimp on quality.
Government undertook a similar programme of boosting public investment from 2010. It
ultimately failed to boost growth sustainably. Three core challenges emerged:

It proved easier to commit to large-scale, centralised projects that generally did little to
empower low income communities, diversify the economy or address the climate crisis.
The biggest projects were the new coal fired plants for Eskom, ore and coal lines for the
mines from Transnet, and improvements to the Gauteng freeways by SANRAL. Plans to
leverage these programmes to promote small business and improve services in low
income communities generally did not materialise. The build programme did succeed in
promoting renewable energy generation, but these projects were dwarfed by Eskom’s
new coal build.

The projects were generally started at the height of the metals’ price boom, and the SOCs
driving them emphasised the need to improve quality at any cost. When the metals’ price
fell, the price of the new services often proved unaffordable to the anticipated customers,
including mines and municipalities. In particular, both Eskom and SANRAL have
experienced major revenue shortfalls, leading to soaring debt.

The huge sums involved for the inputs for the large infrastructure projects increased the
incentives for corruption, and arguably laid the basis for state capture. Every major
infrastructure project between 2010 and 2015 has been implicated in significant pay offs.
In contrast to the commitment to increase investment in the long run, the 2020/21
supplementary budget actual cuts capital spending. That is usual when trying to find spending
cuts, because investment is typically project based and therefore easier to reduce. Still, the
municipalities will see a 5.6 per cent (R7 billion increase) in total funding, to R140 billion. The
extra funds are expected to go mostly for improved water and sanitation in informal
settlements, housing for homeless people, and similar programmes. The metros however
anticipate a decline of up to 30 per cent in their own revenue, which far exceeds the value of
the new transfers.
7.

Summary

Overall, the stimulus package to date has fallen far short of ambitions, largely because it does
not have a clear economic strategy to guide expenditure. As a result, the credit guarantee fund
has been unable to generate the anticipated spending, while the build programme remains
mostly on the level of proposals and appears set to replicate the problems experienced in the
similar programme from 2010 to around 2015. In contrast, the provision of relief to households
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proved comparatively robust, although both the Covid-19 TERS and the increase in social
grants fell far short of replacing lost income for low income families.
From this standpoint, the stimulus package fits into the fiscal stance adopted by the democratic
state since 1994. The challenge is still that, if the economy cannot be reconstructed toward
greater dynamism and equality, maintaining redistribution through social grants and services
will likely prove unsustainable as a result of mounting foreign debt.
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Chapter 4:
Costing of health packages
Chen Tseng
1.

Introduction

South Africa spends roughly 8.2 per cent of its gross domestic product (GDP) on health, more
than the 7.8 per cent expenditure on average by high income countries. The South African
government allocates 13.3 per cent per annum towards health as a share of total general
government expenditure, which is on par with the higher income countries’ average at 13.2 per
cent. Nevertheless, anecdotal evidence suggests that South Africa’s public health system is
under severe strain and grossly underfunded, facing an ever-increasing demand of health
service delivery on the one hand and inadequate funding with a shortage of qualified staff on
the other. According to the evidence by the Office of Health Standards (OHS) in 2016/17, only
five out of 696 public health facilities meet the quality standard set by the Department of
Health. The Life Esidimeni tragedy9 and the protest at Charlotte Maxeke Academic Hospital
in 201810 highlighted some of the systemic failings of the health care sector and reflected the
suffering from inadequate health care which is suffered by many poor people in South Africa.
The question of what the adequate amount of funding for health care services is has long been
on the top of public policy and budgeting reform agendas. Many attempts by international
institutions such as the World Health Organisation (WHO) and the World Bank Institute, who
worked in collaboration in this regard, have fallen short of providing the policymakers with a
funding framework capable of determining the resources required to provide an adequate health
service. Instead, they offered macro indicators and case studies as comparators. Hence, these
guidelines fail to link the economic and fiscal context to the social determinants of health care
demand on the ground, in order to implement effective policies.
The problem statement of this chapter is the absence of pricing and costing of the public health
care sector, by which the costing of any public health care packages and its adequacy in terms
of funding in South Africa can be determined. The primary focus of this research project is
thus to address this absence of pricing and costing model of the public health care sector, by
which to assess the costing, funding and therefore adequacy of the financing for providing
9

The Life Healthcare Esidimeni tragedy involved the deaths of 143 people at psychiatric facilities in the Gauteng
province from causes including starvation and neglect due to a decision taken by the state to remove the patients
from private healthcare provider Life Esidimeni.
10
Protests at the hospital, which erupted on May 31 2018, were due to a serious communication breakdown
between the Gauteng department of health and employees, and these conditions put the delivery of health-care
services to the public at risk.
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health care services or a normative package in South Africa. Without knowing how much the
public health care service costs in the sector market, one cannot determine the funding level
required for any set of the public health care quantity and quality outputs. To determine how
much the public health care service costs, or the pricing of public health care, one must
understand the fundamental forces of demand and supply for health care in a market setting.
The next section provides a detailed summary of the current literature under the subject of
health care costing, followed by the problem statement, using concepts of demand and supply
as the bases for the literary rationale of the study. This is followed by the research objectives
and questions, followed by the hypothesises and the importance of the research. The research
approach, as well as the envisaged dataset in terms of research methodology follows this.
1.1
Literature review
Activity-based costing (ABC) has gained considerable prominence, for both practitioners and
researchers, as one of the costing techniques for health care. However, its usefulness is limited
in that it is not a needs-based costing. Arnaboldi (2005) examines the attempt of ABC
implementation in the UK to provide sharper cost information for operational control and
decision making. The results of their study, however, identified only soft factors (top
management support, corporate strategy and resources; the presence of a champion for ABC;
external consultants; team size and heterogeneity etc), as opposed to providing a technical
approach to health care costing, and thereby pricing and financing.
Ruof (2003) attempted a focused, bottom-up approach to costing, building a systematic set of
cost data in rheumatoid arthritis (RA), based on data of health care payers. Their result shows
that this accounting-based micro-costing of health care provides a relatively conservative,
albeit highly accurate estimate of costs in RA. To generalise the approach to the entire sector,
this costing method should also take non-RA related expenses into account.
Waters (2001) describes the application of ABC to calculate the unit costs of services for a
health care provider in Peru. The study concludes that the application of ABC in a developing
country setting is feasible, yielding results that are directly applicable to pricing and
management. ABC determines costs for individual clinics, departments and services according
to the activities that originate these costs, showing where an organisation spends its money.
With this information, it is possible to identify services and activities that generate revenue and
improve operational efficiency. However, the paper does not expound on how health care
financing is logically aligned with ABC principles to justify adequacy.
South Africa needs a standard measure of needs-based, output costing for health care to devise
a policy framework that determines adequate resources to fund health care. Expressed
differently, resource inputs involved in producing health care output must be costed to justify
and inform the allocation of capital for achieving production. The choice of policy, as
represented by budgeting allocation for health, will only hold meaning when government is
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given complete information to enable it to decide which of the output choices to prioritise for
funding, and which output costs it will forego.
However, deriving the standard measure of resource for health is technically complicated, for
it naturally requires a thorough understanding of the input and output (ie, production) costs of
the sector market. Research in this regard suggests that practitioners face considerable
challenges in arriving at a consensus on how the sector should be costed. So instead, the focus
has been on surveying the macro spending norms in terms of the share of total expenditure and
budget allocation. This is done across countries and welfare indicators such as poverty,
unemployment population, insured and otherwise (see publications by The World Bank and
the World Health Organisation).
These aggregate measures of health expenditure and welfare, while useful in measuring a
country’s standing internationally, and in giving some indication of social grouping (eg,
middle-income, upper-income), inform none of the inputs costs, output and, least of all, the
needs and performances associated with this spending. Differently put, there is no information
about the quality of spend and production. Hence, this research aims to devise a nonparametric, data-based health care costing model, incorporating key variables of health care
needs and prices. This model will be applied to the resource requirement of the sector. The
implications of this empirical undertaking in practical terms for health care budgeting and fiscal
policy are significant, for it will be possible to decide budget allocations based on accurate
costing of public sector health in South Africa. Finally, it quantifies, on the basis of empirical
measures, how much is required to achieve adequate funding for any package of health care in
the public sector and funding shifts.
2.

Demand and supply in the South African health care market

Like most developing countries, South Africa’s health care system is characterised by a
pluralist market. This consists of a public, tax-funded health care system for the uninsured
majority; and another for the 8.9 million (15.7 per cent of the total population) minority
beneficiaries, who are insured by an assortment of medical schemes (public or private). This
multi-tiered system means that the two systems operate separately from and exclusively of one
another, resulting in a wide range of pricing and costing signals. These price signals, due to
adverse selection, lead to inefficient, and the delivery of costly health care goods and services
that are of uncertain quality. Furthermore, the legacy of social inequality, combined with
protracted poverty and structural unemployment, affects the affordability, and therefore the
right and opportunity of people to access health care.
Despite social disparity impacting on separating equilibrium and the uncertain pricing of health
care, debates on health care financing often focus on the gross underfunding and inadequate
staffing of the health care sector. Without addressing the fundamental, structural issue of
separating equilibrium in the health care industry and the social disparity of people’s access to
health care with a pooling mechanism of equilibrium pricing and costing, these funding
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inoculations will ultimately result in fruitless wastage. Worse, exacerbated by
maladministration, poor financial governance and accountability, these funding injections
inadvertently create opportunities and incentives for corrupt behaviour by management.
As a result, devising a policy framework of affordable health care with adequate, sustainable
funding, the South African health care system must undergo reform from the current multitiered separating arrangement with price uncertainty towards a pooling equilibrium of pricing
and costing. Differently put, without a pooling equilibrium model of pricing and costing
appraisal of the sector, one cannot determine the funding required for service, and therefore,
adequacy of funding needed to provide that service. Only with the knowledge of how much the
health care services cost can one determine whether the financing of a normative level of
primary health care package within the available budget is adequate.
2.1
Defining demand and supply for health care – a theoretical representation
On the demand side (𝐷), people need access to quantity health care by seeking treatment when
ill with some condition. The quantity of health care required or demanded (𝑄𝐷 ) by the
population, whether it be goods or services, or a medical examination to determine treatment,
can be denoted by a proxy function: 𝑄𝐷 (𝑵, 𝑹) of the demand placed on the health care system
with two interrelated actuarial vectors, namely: population cohorts (𝑵) and disease risk profile
(𝑹) of the group for treatments.
On the opposing side, the supply curve (S) represents the health care industry’s profit
maximising agents such as hospitals, pharmaceutical companies, equipment and instruments
suppliers, whose price is proportionate to profit. So the higher the price, the more quantity of
goods and services they provide (𝑄𝑆 ), due to higher profits. The specifics of the supply side
function is not necessary for this particular study as the focus is on the unifying demand curve
towards equilibrium pricing for the health care sector. However, it is worth noting that the
gradient of the supply curve is determined by, among others, the extent of supply competition
in the health care industry. The lower the competition, or the more monopolistic suppliers are,
the steeper the supply curve as price discretion and discrimination increase.
Bringing these two curves of demand and supply of the health care together in Figure 28 one
gains the hypothetical concept of the dynamic market at play for health care, in which a single
state of equilibrium (𝐸) pricing (𝑝𝐸 ) and quantity demand (𝑄𝐸 ) exists. At this steady state of
pricing and quantity demand, where the supply of health care meets demand, the market
functions are stable. However, in a drastically unequal environment like South Africa, where
social inequality and people’s affordability affect health care access, two demand curves
develop: the rich (upper: 𝐷𝑢𝑝𝑝𝑒𝑟 ) and the poor (𝐷𝑙𝑜𝑤𝑒𝑟 ) with separating equilibrium demanding
health care in the market. Figure 28 depicts the situation where, due to the pluralistic market
and the dual demand functions, equilibrium pricing becomes an indeterminate range of price
points, unable to be costed.
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Figure 28: Pooled equilibrium pricing for health care

3.

Research methodology and data issues

Given the problem statement and the rationale for the study outlined above, the purpose of the
study is to derive the pricing and costing of the public health care industry by investigating a
general costing method or approach. With empirical justifications, this research will develop a
pricing value for public health care services, from the perspective of a business or facility unit
of operations.
More specifically, the central research questions posed in the study are:

What is the proposed pricing and costing approach towards public health care by which
to determine the costing of health care services?

Using the derived pricing and costing approach, what is the projected unit and total costs
of providing public health care services?

With the project costs, what are the implications in terms of adequacy of funding for the
public health care sector?
The research objectives in answering these research questions are:

To understand the demand function with the cost of the public health care industry, to
map out the empirical pricing and costing of the health care needs.

To use the derived cost mapping, analyse the projected unit costing of providing public
health care services.

To use the derived information, examine the cost implications in terms of adequacy for
the public health care sector.
The hypothesis statement is in the form of a needs-based costing framework for the health care
sector market. Achieving this pricing and costing structure of the health care sector goes to the
heart of building an evidence base for informing budgets and assessing whether South Africa’
funding for the public health system is both adequate and sustainable. This research will
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explore the crucial but intricate composition of health care demand and the cost of primary
health care for projecting the aggregate resource envelope required.
This research will focus on providing a practical framework of costing as advice for budget
formulation, resource planning and public finance management of health care services. The
achievement of this costing framework will lay the foundation for other social sectors financed
by public resources. The outcome will therefore impact not only on policy of health care
financing, but also on essential areas of public policy, fiscal budgeting and public finance
management.
As such, the paper will investigate the underlying cost structures of health care requirements
in the public health care industry of South Africa. Then it will derive the unit and total costing
of providing public health care services. Finally, the research will examine the cost implications
and its funding adequacy of the public health care system.
The project will adopt a mainly empirical approach based on quantitative financial datasets as
well as statistical patient social profiles in addressing the research question and objectives.
Datasets will be comprised of patient aggregates with costs at the sub-departmental level of
sampled area hospitals as health care risk probabilities. A comparison of the mapping with the
Thembisa risk-adjusted model will be included. Financial statistics, drawn from the area
hospitals, will then be used in conjunction with the risk profiles for health care needs in the
country, to generate the indicative costing for providing public health care services.
To summarise, assume that there exists a vector of 𝒓 of a department 𝑖 (eg, oncology) across
ages, which represents the health care risk profiles of patients in terms of probabilities. Each
department will have an associated budget scalar, called 𝐶𝑖 . Then the costing of providing
health care 𝑹 as a vector of services provided can be expressed as follows:
𝑛

∑ 𝒓𝑖 𝐶𝑖 |𝒓 ∈ 𝑹
𝑖=1

Finally, the paper will compare the derived costing with the current funding for health care.
This will determine whether the government can adequately fund these services when projected
to the population estimate, and enable it to assess its cost implications and funding adequacy.
3.1

Data issues and variable challenges

The financial data, measured in nominal South African Rand spent for providing health care,
is drawn from Western Cape’s consolidated database. It includes:

JAC11 data for pharmacy stock ordering, stock visibility,;

Chronic dispensing unit (CDU) that monitors the collection of medicines by chronic
patients;
11

JAC is a pharmacy dispensing and stock control system.
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Logistical information system (LOGIS) for the supply chain;
National Health Laboratory Service (NHLS) data;
Personal and Salary System (PERSAL);
SYSPRO, a data system used by central hospitals for supply chain management and asset
management; and
Data from the Western Province Blood Transfusion Service (WPBTS).

In terms of non-financial information, the data provides detailed statistics in terms of the
number of patients admitted, length of stay as day patients or inpatient days 12, the number of
patients discharged, transferred or death as the number of patients separated of each subdepartment in the facility. For certain sub-departments whose specialised services may be
transitory for outpatient needs such as radiation medicine, the data measures the headcount of
patients who visited the centre and does not provide data for either day patients or inpatient
days.
Both financial and non-financial data are disaggregated by months of 2018/19 (April 2018 to
March 2019), which allows for descriptive analysis of seasonal expenditures. Although the
lowest matching level of data between the two data sets is at the cost centres, cost centres only
differentiate between shared or individual wards and add little value in terms of specialised
health care services. Hence, the most detailed and useful level of non-financial information is
disaggregated at the sub-department level, where this costing analysis will be conducted.
Unfortunately, at the sub-department level, only data for central hospitals (Groote Schuur,
Tygerberg and Red Cross), regional hospitals (George, Mowbray, New Somerset, Paarl and
Worcester) and psychiatric hospitals (Alexandra, Lentegeur, Stikland and Valkenberg) are
available for analysis. Nevertheless, it is useful to compare the average unit costing for the
health care service of sub-departments to gather some sense of the costing involved to receive
health care. With more such data, the hope is to expand this costing approach to compare and
develop costing norm for health care services, and to analyse the cost differential and efficiency
of providing health care based on substantiated demand and price data.
In terms of deriving the unit costing of patient health at the sub-department level using both
financial and non-financial data, a simple division of the amount spent over the patient unit is
employed to generate a composite indicator of unit cost. This simple approach joins financial
data with the non-financial, service-related data from hospitals. This indicator measures how
the resources available to the hospital are being spent per unit of performance unit, and is a
proxy of cost-efficiency. The interpretation of the derived efficiency proxy depends mostly on
the choice of the performance unit in the denominator.
For this study, two performance indicators were considered for the denominator of the derived
composite measures: the patient day equivalent (PDE) and the number of patient visits.
However, since the data was only able to consistently provide the number of patient visits for
12

Patient day equivalent (PDE) combines the number of inpatients, plus half the number of day patients plus one
third of emergency outpatient visits as recorded in the district health information software (DHIS).
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both inpatient care units and outpatient units, for simplicity, the paper will focus on the number
of patient visits as its denominator. The derived efficiency proxy as cost over the performance
data of patient visits will thus be displayed as Rand per patient visit. Furthermore, since the
data is for 2018/19 only, and the purpose of unit costing is to extrapolate the cross-sectional,
unit measure of cost, there is no need to adjust for inflation. Finally, it is worth noting that due
to missing non-financial, performance data about patients to match the expenditure data, certain
classes of sub-departments or non-health, support services’ costing will be generalised into the
broader category’s costing.
The process of deriving the unit costing is first by matching the total costing and patient visits
that are identical in the sub-department description level. The costs of those sub-department
classifications that are not matched due to missing information are distributed evenly within
the department. If the missing data occurs at the department level, data is distributed within the
facility level. For example, in the department anaesthetics has four categories of subdepartments: critical care, obstetrics and gynaecology, surgery and theatre. The performance
unit of patient visits from the non-financial dataset has only two types of sub-departments:
surgery and theatre, and anaesthetics. Sub-departments of intensive care unit (ICU) and
obstetrics and gynaecology are attached functions to the general service of providing health
care in the department of anaesthetics.
For departments that provide support functions and therefore do not have direct implications
of patient visits as performance data (eg, supportive services13), the cost is distributed across
other departments of the health facility that have performance data of patient visits.
Departments that do not have patient information as outputs are endocrinology and metabolism
under nursing management, paediatric medical, patient management under clinical support of
financial services, and clinical immunology under paediatric medical of the paediatric
department. These sub-department functions are either non-core to the functions of health care
(ie, finance and management) or general care by the nursing management. The assumption is
thus made that their costs are distributed evenly across other sub-departments with output
information within their respective departments.
The essential advantage of this meticulous way of cost accounting is it ensures that it does not
drop any cost that was spent in the operations of the health care facility, as all the relevant
values are distributed within the department, or as a global cost within the facility. Expressed
differently, if the derived unit costing is multiplied by the respective patient visits of the subdepartment and summed up, the total costs of the health facility, without a cent lost, can be
calculated for 2018/19.
In some regional hospitals’ data, unlike the central hospital data, allied health sciences of
audiology, communication pathology, dietetics, occupational therapy, physiotherapy and social
work are not differentiated in terms of the number of patient visits. Some decisions and
13

Support services include administration, equipment management, estate management, accommodation, creche,
equipment management, estate management, food services, support services.
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assumptions had to be made to re-categorise the data under sub-departments, or across the
whole facility to rationalise the data outliers.
For instance, George hospital initially reported 59 300 patient visits for the sub-department of
dietetics with no other reported patient visits for the other sub-departments. As it is likely that
the number of patient visits was summed and inputted incorrectly, the cost is re-allocated across
the entire health facility. In two sub-departments of surgery, classified as plastic and
reconstruction surgery and burns, it was not possible to match expenditure items with
associated names, and these sub-departments are thus reclassified under general surgery. Subdepartments of obstetrics and obstetrics and gynaecology’s expenditure data are included under
the same department as there is no patient visit data for obstetrics.
New Somerset West Hospital reported communication pathology of 46 306 patient visits and
no patient visits for other sub-departments under allied health sciences despite differentiated
spending.
Worcester Hospital reported patient visits for the sub-department of dermatology without
associated expenditure, so the numbers of patient visits are included in the department of
medicine. Similarly, General Medicine, under critical care paediatrics, was recorded for patient
visits, but there is no department of critical care in the expenditure data to match.
The final consolidated data showed that there were three outliers in the average sub-department
unit costing of patient visit: first is the sub-department of medical emergencies at the Red Cross
Children’s Hospital in the department of paediatric medical emergency under paediatric
medicine at R10 177 876 per visit. The reason for this extraordinarily high cost is due to the
fact that only one incident of a medical emergency was reported for the year, thus generating
such an enormous costing for the sub-department. This data outlier of one patient visit is
therefore amalgamated upward, allowing the costing of the visit to be rationalised across the
department of paediatric medicine.
The second outlier rests in the department of surgery, functioning business unit of Central L3:
Critical Care/ICU, sub-department of trauma, with four visits, costing more than R12 million
per patient visit in Tygerberg hospital. This data point was also amalgamated to trauma,
emergency centre of the surgery department. The last outlier is with the sub-department of
global cost, central management of the department: global hospital costs at New Somerset West
Hospital, costing around R3.3 million per visit. The data suggested that there were only five
visits for this sub-department. This particular outlier is removed without relocating to any
specific core health purpose as it does not form part of the core servicing functions of the
hospital.
3.1.

Descriptive overview

With the compiled dataset, it is useful to identify any trends and logics and examine these for
any irrational data outliers of the information set. More specifically, the descriptive overview
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will assess the central, regional and psychiatric hospital data sets separately in terms of
expenditure item trends and patient visits by month for 2018/19.
The data in Figure 29 shows that the most significant cost driver in terms of the daily operations
of central hospitals is basic salaries. The data series shows that there was a spike in wages in
July 2018/19. Interestingly, the same spike is also found amongst regional hospitals for basic
salaries in Figure 30, and psychiatric hospitals in Figure 31.
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Figure 29: Top-ten expenditure item trends of central hospitals
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Figure 30: Top-ten expenditure item trends of regional hospitals
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Another distinct separation between central and regional hospital trends is that central
hospitals’ machinery and equipment is purchased in bulk at the financial year end, creating a
substantial spike in expenditure. In contrast, regional hospitals’ expenditure on machinery and
equipment is relatively insignificant as not even one of the top-ten expenditure items by
ranking. However, curiously, medical supplies and surgical supplies are purchased throughout
the year as crucial cost items.
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Figure 31: Top-ten expenditure item trends of psychiatric hospitals
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Figure 32: Top-ten sub-department visits of central hospitals
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In terms of patient visits of central hospitals, the sub-department that has the highest patient
visit demand is diagnostic radiology, then orthopaedics at less than half the demand. The data
series suggests that central hospitals are quietest around the first three months of the calendar
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year, as the number of patient visits drops by more than half of its peak months in October and
May. Interestingly, patient visits of regional hospital sub-departments do not exhibit the same
trend, as the quietest month for regional hospitals is December at 90 per cent of the capacity of
its peak months through the calendar year. In regional hospitals, the sub-department most
visited by patients seeking care is communication pathology, clinical mixed and obstetrics.
Figure 33: Top-ten sub-department visits of regional hospitals
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Figure 34: Top-ten sub-department visits of psychiatric hospitals
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In psychiatric hospitals, the sub-department in greatest demand is occupational therapy,
followed by clinical psychology. Similar to regional hospitals, psychiatric hospitals exhibit the
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same pattern as the quietest period is in December, at just over half its capacity when fullest in
October. The data on shares of the top-ten shares of expenditure items and patient visits are
presented in Figure 31.
3.2

Results

There are multiple methods to investigate performance efficiency against cost in the
econometric literature. One of the simplest ways is to map a quadratic regression function of
the price with performance indicator as to the dependent variable. For this section, the
regression function will take the form:
𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑝𝑎𝑡𝑖𝑒𝑛𝑡 𝑣𝑖𝑠𝑖𝑡𝑠 = 𝑐 + 𝐵1 ∗ e𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒 + 𝐵2 ∗ 𝑒𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒 2
Where the coefficients (B1 and B2) of the simple regression represents the relationship between
the performance indicator (patient visits) and expenditure of the observations (ie, hospitals.)
Figure 35 presents the regression of patient visits and expenditure, comparing hospital
performance as patient visits in the scatter plot (with hospital names as labels) against the
regression function of expenditure in the horizontal axis. The results indicate that the variable
of expenditure could explain the relationship between patient visits demand and expenditure
are statistically significant and strictly linear, with roughly 98.8 per cent of the variability in
inpatient days.
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Figure 35: Patient visits – expenditure efficiency frontier, 2018/19
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Clearly, the Western Cape, as the scope of the data set, has a wide ranging set of hospitals in
terms of its performance capacity as represented by patient visits, given its required costs as
expenditures. The absence of an identifiable fitted turning point or polynomial expenditure
indicates that the relationship between the hospital’s performances in providing health care
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services to visiting patients is strictly linear and directly linked to the resource spent at these
hospitals. In other words, in this sample of hospitals, there is no statistical evidence that hospital
efficiency has not reached its optimal level of efficiency and that all economies of scale in
terms of patient demand for visits between hospitals have been exploited.
Figure 36 measures the normalised average unit costing by sub-department of all central,
regional and psychiatric hospitals, displayed as vertical “strips” of cost distributions by health
facilities. The data suggests that when disaggregated at the sub-department level, the
distribution of cost becomes more closely distributed to the same sub-departments even in other
facilities. The only two obvious outliers in terms of sub-department unit costing are Groote
Schuur and Tygerberg, which should have relatively higher costs for specialised subdepartments and tertiary, quaternary health care services.
Figure 36: Normalised14 and averaged unit costing by sub-department of facilities
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4.

Costing and pricing health care packages

4.1

The Primary Health Care Package

The Department of Health published the comprehensive primary health care service package
(see Table 42 in Appendix 2), detailing the services which should be rendered, for primary
health care (PHC) services to be fully comprehensive. The package attempts to use prevailing
norms and standards to provide a reasonable level of PHC with budget implication.
Notwithstanding, there has been a policy shift towards greater emphasis on PHC and, with the
implementation of the national health insurance (NHI), comes the need to plan for a
comprehensive PHC service.
14

Normalisation of ratings means adjusting values measured on different scales to a notionally common scale,
often prior to averaging. In more complicated cases, normalisation may refer to more sophisticated adjustments
where the intention is to bring the entire probability distributions of adjusted values into alignment.
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It is worth noting that the financing context of this package is the complete discretion of
provincial legislatures over the budget allocations of their health and other sectors. This
discretion also applies within health, and between tertiary, secondary and primary health
sectors. The comprehensive PHC package defines services, in the main, as limited to
preventative and informational comforts. The majority of actual curative services, if needed at
the PHC level, are provided by hospitals through the referral system.
The PHC package is comprised of three components:

Health promotion and disease prevention;

Treatment, care and support; and

Environmental health services.
Under health promotion and disease prevention, the focus is on providing information on
general health safety, occupational and oral health, facilitate maternal care, child health
including basic screening, access to social grants, and support for patients with chronic
diseases. A PHC facility in this component would be geared to providing screening and basic
immunisation of maternal health and child health and screening of eye and mental health. For
communicable and non-communicable diseases, PHC facilities can provide rudimentary
testing for HIV, tuberculosis, cancer15 and chemo-prophylaxis for selected diseases, eg,
malaria.
For treatment, care and support, the PHC mainly provides identification of common health
problems and general, rehabilitative support for injuries, including eye, speech, ear and oral
health16, while referring or facilitating most curative treatments and care to the next level of
care. Palliative care is provisioned for in the PHC package, however, only to the extent of
controlling distressing symptoms. Facilities for treatment, care and support under the PHC
package can manage minor ailments and illnesses, depending on facility and provider
competency, including integrated management of childhood illnesses and providing
contraceptives. The extent of the emergency care that can be provided for immediate
stabilisation of medical emergencies depends largely on the level to which the facility is
resourced17.
The last component on environmental health services of the PHC package focuses on the
provision of information and education on a healthy living environment and hygiene practices.
Comparing the scope of health care services covered under the PHC package with the derived
unit costing, assuming full exposure of need for treatment, the approximate costing for the PHC
package is R40 752 per patient. At this price level, the package’s main cost driver is family
15

Pap smear, breast examination or mammogram, prostate specific antigen.
Provision of spectacles; hearing aids, basic dental; basic assistive devices including prostheses.
17
Basic emergency obstetric care, respiratory/cardiac emergencies, diabetic emergencies, allergic emergencies,
suspected poisoning, trauma, bleeding, simple burns, injuries and trauma of limbs (excluding fractures), post
exposure prophylaxis for HIV and emergency contraception.
16
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health, estimated at R10 297 per patient; obstetrics and gynaecology at R5 446 per visit, general
surgery at R4 451, medical emergencies at R4 257 and general primary health at R4 141 per
patient. General health functions of clinical supports under allied health sciences are also
included, consisting of basic levels of communication pathology, dietetics, occupational
therapy and physiotherapy. Audiology, pharmacy and radiology are also costed as part of the
package. However, the availability of these services is dependent on the facility, personnel and
equipment at the point of access. The coverage of prevalence for primary health care services,
estimated at 27.3 per cent, is also the lowest.
However, as the descriptions of the package suggest, PHC, in terms of its functions as
treatment, care and support, and facilities, is mostly for information, promotion, identification,
screening, facilitation and education purposes in the main. Even in terms of actual care, the
emphasis is focused on patient stabilisation (including emergencies) and management of minor
ailments. Cases (or indeed, most cases) that require more sophisticated laboratory testing
and/or medical treatments are transferred to hospitals as one of the chief functions of the PHC
package is referral.
According to the derived unit costing of these health care services, and assuming that a patient’s
exposure for PHC needs is proportional to the number of patient visits observed in these
hospitals of the Western Cape as weighted probabilities, the weighted cost of PHC in the
package is approximately R2 198 per patient per visit per year.
4.2

Prescribed minimum benefits (PMB)

In the Medical Schemes Act, 1998 (Act No. 131 of 1998) (MSA), a prescribed minimum
benefits (PMB) are a set of defined benefits to ensure that all medical scheme members have
access to certain minimum health services, regardless of the benefit option they have selected.
More specifically, the objective of the set of PMB as regulations to the MSA is two-fold:

Firstly, to avoid incidents where individuals lose their medical scheme cover in the event
of serious illness and the consequent risk of unfunded utilisation of public hospitals.

Secondly, to encourage improved efficiency in the allocation of private and public health
care resources.
Ultimately, it is to ensure that people’s health and well-being are preserved by setting
essentially a benefit or coverage “floor” with which all medical schemes in the country must
comply. Hence, medical schemes have to cover the costs related to the diagnosis, treatment and
care of:

Any emergency medical condition;

A limited set of 270 medical conditions defined in the diagnosis treatment pairs; and

Twenty-five chronic conditions defined in the chronic disease list.
Annexure A to the MSA as regulations list conditions identified as PMB, in the form of
diagnosis and treatment pairs (DTPs). A DTP links a specific diagnosis to a treatment and
therefore broadly indicates how each of the approximately 270 conditions of the PMD should
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be treated. The treatment and care of conditions should be based on health care that has proven
to work most efficiently in terms of affordability. Should there be a disagreement about the
treatment of a specific patient case, the standards (also called practice and protocols) in force
in the public sector will be applied. This includes chronic medicine and medication for
conditions such as HIV infection and menopausal management.
The 270 conditions that qualify for PMB cover are diagnosis-specific and include a range of
ailments that can be divided into fifteen broad categories:
Table 17: Prescribed Minimum Benefits (PMB) Category
PMB Category
Brain and nervous system
Eye
Ear, nose, mouth and throat
Respiratory system
Heart and vasculature (blood vessels)
Gastro-intestinal system
Liver, pancreas and spleen
Musculoskeletal system (muscles and bones);
Trauma NOS
Skin and breast
Endocrine, metabolic and nutritional
Urinary and male genital system
Female reproductive system
Pregnancy and childbirth
Haematological, infectious and miscellaneous
systemic conditions
Mental illness
Chronic conditions

Example
Stroke
Glaucoma
Cancer of oral cavity, pharynx, nose, ear, and larynx
Pneumonia
Heart attacks
Appendicitis
Gallstones with cholecystitis
Fracture of the hip
Treatable breast cancer
Disorders of the parathyroid gland
End-stage kidney disease
Cancer of the cervix, ovaries and uterus
Antenatal and obstetric care requiring hospitalisation,
including delivery
HIV/Aids and TB
Schizophrenia
Asthma, diabetes, epilepsy, hypothyroidism,
schizophrenia, glaucoma, hypertension

Source: Medical Schemes Act, 1998 (Act No. 131 of 1998) Regulations GNR.1262 – 20 October 1999 as amended
and Council for Medical Schemes.

Importantly, exclusions or circumstances (eg, travel costs and examinations for insurance
purposes) for which medical schemes will not compensate do not apply to PMBs. This rule
applies irrespective of how the condition is contracted as the PMBs are concerned about the
diagnosis. Simply put, the doctor should only look at the symptoms and not at any other factors,
such as how the injury or condition was contracted. This approach is called diagnosis-based.
Once the diagnosis has been made, the appropriate treatment and care is decided on as well as
where the patient should receive the treatment (at a hospital, as an outpatient or at a doctor’s
rooms).
In terms of prescribed minimum benefits for chronic diseases, the CDL specifies medication
and treatment for the 25 chronic conditions that are covered in the PMBs.
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Using the derived costing of the sample hospitals’ sub-departments, based on the probability
of the need for treatments, the estimated cost of the PMB is roughly R19 764 per person per
visit per year. At this price level, the coverage and benefits of the package would provide
specialised care for all the conditions listed in the PMBs as well as the CDL, leaving only testrelated functions uncovered. Examples of these include diagnostic radiology, plastic and
reconstructive surgery, dietetics, child and adolescents, developmental assessment, primary
health, human genetics, organ transplant and dentistry not covered by the PMB. It is also worth
noting that the probability of coverage under the PMB package is 80.57 per cent of the patient
visits for the sampled hospitals in 2018/19. The main cost drivers are general medicine at
R144 608 per patient per year, psychiatry at R319 531, otolaryngology at R228 769 and clinical
– mixed at R38 165 per patient visit.
Table 18: Chronic Disease List (CDL)
Addison’s disease

Glaucoma

Asthma

Haemophilia

Bronchiectasis

Hyperlipidaemia

Cardiac failure

Hypertension

Cardiomyopathy

Hypothyroidism

Chronic obstructive pulmonary disorder

Multiple sclerosis

Chronic renal disease

Parkinson’s disease

Coronary artery disease

Rheumatoid arthritis

Crohn's disease

Schizophrenia

Diabetes insipidus

Systemic lupus erythematosus

Diabetes mellitus types 1 and 2

Ulcerative colitis

Dysrhythmias

Bipolar Mood Disorder

Epilepsy
Source: Medical Schemes Act, 1998 (Act No. 131 of 1998) Regulations GNR.1262 – 20 October 1999 as amended
and Council for Medical Schemes.

4.3

Demand-based (Pareto) health care package

Using the derived unit costing of health care services, one could also estimate a demand-based
or Pareto health care package costing based on the 80-20 rule on the probability of patient risks.
In other words, the Pareto health care package would cover for the highest-ranking 80 per cent
risks of the sub-departments for health care needs, shown in Figure 37. The coloured area
indicates the scope of the sub-departments that are covered under this demand-based Pareto
health care package.
Under these costing assumptions based on pure patient demand data of the hospitals, the Pareto
health care package essentially provides the most appropriate estimated costing for the subdepartment health care services, corresponding to those ranking highest in risk. According to
the data, the Pareto health care package is estimated to cost only R12 968 per visit, per patient,
per year. The main cost driver for the package is diagnostic radiology, which has the highest
probability of patient use at 15.9 per cent of all patient visits during the year, even though it is
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estimated to cost only R1 600 per patient for diagnostic radiology services. The next subdepartment with the highest utilisation rate by patients is obstetrics, requiring on average
R3 752 per visit, then orthopaedics at R3 428 and general medicine at R144 608. The relatively
high cost for general medicine is due to its non-specificity of treatments, thereby having many
associated high costs invested in this category of medicine.
Figure 37: Demand-based Pareto health care package
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In summary, the results of estimating the three health care packages under the assumption of
one patient, one visit per year are presented in Table 19 below. The PHC package is costed at
R1 978 per patient visit, covering only 43.2 per cent of the health care risk exposure as
represented by the data. At this level of pricing, there is minimal actual treatment or curative
action. Most of the PHC package defined in the comprehensive PHC package in Annexure A
publication by the Department of Health are provided for information, promotion of health
awareness and healthy lifestyle and facilitation and support of health care access.
With PMB, the cost is almost ten times higher at R19 764 per patient visit and year. At such a
high level, this cost would cover 80.6 per cent of the health care needs. In terms of health care
service items, all the medical conditions and ailments listed in the PMB and the CDL are
included in the costed coverage.
The Pareto health care package, acting as a proof of concept, demonstrates that by using a
simple demand-based approach with data information, one could derive a health care package
that realistically provides the most coverage but at the least cost with the highest efficiency.
Expressed otherwise, this Pareto package of health care, under the same assumptions as the
117

Financial and Fiscal Commission:
Technical Report for the Division of Revenue, 2021/22

other two health care packages, covers nearly the same degree of risk at 80.0 per cent, yet costs
only R12 969 or only 65.6 per cent of the cost for PMB. As better and more reliable costing
with outputs data is collected, this costing approach can be used as the basis for deciding the
extent of coverage, as well as benefits of a cost-effective and efficient health care package.
Table 19: Costing and pricing of health care packages
Estimated cost per
patient visit (Rand,
2019 prices)
Health care service
exposure coverage
(%)

Primary health care
package (PHC)

Prescribed minimum
benefits (PMB)

Pareto health care
package (Pareto)

R2 198

R19 764

R12 969

27.3%

80.6%

80.0%

Minimal/ variable acute
care - Provision of
information, promotion,
and facilitation mostly:
Coverage of health
care services

Health Promotion and
Disease Prevention
Treatment, Care and
Support
Environmental Health
Services

Prescribed Minimum
Benefits (PMB)
Chronic Disease List
(CDL)

Diagnostic Radiology
Obstetrics
Orthopaedics
General Medicine
Occupational Therapy
Oncology
General Surgery
Gynaecology
Ophthalmology
Cardiology
Physiotherapy
Medical Emergencies
Clinical Mixed
Trauma
Dietetics
Communication Pathology
Nephrology
Audiology
Pharmacy

Source: Consolidated data

5.

Conclusion

This chapter has adopted a needs-based costing framework to understand the pricing and
costing structure of health care as an evidence base for informing budgets and assessing
whether South Africa’s funding for the public health system is both adequate and sustainable.
After examining the composition of the public’s demand for health care against the cost of
public health care, the empirical evidence emanating from the study suggests that the PHC
package, as prescribed by the Department of Health, is wholly inadequate. Alternatively, at the
very least, it is not commensurate with the demand function of the market’s needs for PHC.
Furthermore, the evidence presented here endorses the view of the Competition Commission
in its Health Market Inquiry report that private healthcare in South Africa is characterised by
high costs due to excessive medical scheme cover. The cost of medical scheme cover based on
the PMB is greater than 50 per cent more expensive than the optimal Pareto health care
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package, yet covers only 0.6 per cent more than the 80 per cent of all health care risks for health
care service exposure coverage.
Examining in detail the PHC package, it is found that the prescribed package of treatment, care
and support, and facilities are for mostly informational, promotional, identifying, screening,
facilitating and educational purposes, not for curative actions. Even in terms of actual care, the
emphasis is focused on patient stabilisation (including emergencies) and management of minor
ailments. Cases (or indeed, most cases) that require more sophisticated laboratory testing
and/or medical treatments are transferred to hospitals through the chief functions of the PHC
package: referral.
5.1

Recommendations

5.1.1 Adopt proposed approach for costing and pricing of health care
The Commission recommends that the Minister of Health, together with the Minister of
Finance, adopts the proposed data evidence-based approach for the costing and pricing of
health care services, with a clear, demand-based methodology towards policy positioning and
policy implementation. More specifically, this proposed costing approach towards deriving the
Pareto healthcare package is simple, efficient and can optimise the coverage of health care risks
while minimising cost. Health care financing decisions should be informed and guided strictly
by empirical data information system for delivering health care goods and services. The
research conducted here by the Commission, in particular, shows the potential of using a
simple, needs-based costing framework for health care services and the need for the
administrative information systems to be scaled up nationally to measure and monitor the
pricing and costing of health care services. Once the system is established, the data information
and costing methodology can be used to inform the financing of the public health care system
decisions to ensure its funding adequacy, appropriateness and sustainability of providing health
care across the country.
5.1.2 Prioritise development of national information systems
The Commission advises that, irrespective of the costing and therefore financing methodology
to be adopted, the Minister of Health, with the support of the Minister of Finance, should
prioritise developing national information systems of patient- and doctor- registries with data
about costs. The financing of establishing this information system should be covered in the
2021/22 Division of Revenue Bill and Appropriation Bill, completed by 2022/23 for roll out in
2023/24, tested in 2024/25 and stabilised in 2025/26. The pricing and costing of health care to
inform the financing decisions cannot be completed without data information about its users as
patients, and suppliers as doctors. It is therefore recommended that the Minister of Finance in
the Division of Revenue Bill and Appropriation Bill prioritises the spending on establishing a
central database or registry of doctors and patients, linked to the Home Affairs system of
individual identification numbers for tracking the demand and costing of healthcare services.
5.1.3 Establish and merge patient and health care practitioners
The Commission recommends that a patient registry on the demand side be established,
supplemented by a registry of the health care practitioners on the supply side, and that these be
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merged to become a powerful monitoring tool of health care services. The Commission
reemphasises the importance of the patient- and doctor- registries for health care performance
monitoring and evaluation from the cost-saving and value-chain perspectives. Field research
shows that for health practitioners, patient remissions are the most expensive and uneconomical
events for the health care system. Such a central registry can be used to monitor professional
behaviour, performance and costs, and derive optimal treatment guidelines for health
professionals and further advance the health care services. This database could also be used to
monitor and disincentivise the irregular and wasteful behaviour of doctors and, at times,
patients.
5.1.4 Refocus the PHC package to provide health care services
The Commission recommends that the Minister of Health re-examines the prescribed PHC
package based on the needs of the people and refocus some of its attention from informing,
promoting, identifying, screening, facilitating and educating the public to providing health care
services. This exercise should be supported by reprioritisation from within the current baseline
allocation of Programme 4: Primary Health Care to ensure those who come into the primary
health care facilities in need of medical attention and curative treatments receive the care they
seek. Although the Commission recognises the importance of preventative services in terms of
PHC, it is concerned about the appropriateness of the current PHC package, as it focuses too
much on preventative services rather than on curative services. The majority of health care
facilities and infrastructure are already under-resourced, which means that the majority of
cases, even if they fall under PHC are, in any case, referred to primary hospitals for testing and
treatment.
5.1.5 Explore public private health care partnership with the private health care sector
The Commission advises the Minister of Health and Minister of finance to approach the private
health care sector to unlock efficiency gains, on a mutually beneficial ground towards a publicprivate health care partnership. As indicated in the research, the South African health care
industry is characterised by a highly unequal distribution of spending on health, with a well
resourced, private health care sector on the one hand, and an under-resourced, public sector on
the other. Therefore, the skills and capacity of medical professionals in both private and public
sectors should be harnessed to improve the overall health system through public private health
care partnerships.
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Chapter 5:
The NHI reform
Chen Tseng
1.

Introduction

Prior to the advent of democracy, South Africa’s health care system was divided along racial
lines, with a highly resourced health care system benefiting the white minority on the one hand,
and under resourced care and services for the non-white majority on the other. In October 1996,
the adoption of the Constitution outlawed any forms of racial discrimination and guaranteed
the principles of socio-economic rights, including the right to have access to health care for all
(Section 27 of the Constitution). However, failure to design and adopt a unifying system of
financing for universal health care in a highly divided society has further entrenched the twotiered health care financing system that still exists today: one of public health care financed by
the government through the tax system, and private health care financed through medical care
schemes and patient’s own pockets. Hence, health care services remain divided on the basis of
socio-economic status and historical positioning of access to health care inherited from the pre1994 era.
Against this backdrop, the merging of the two polarising sectors of health care become critical
topics of the NHI policy and implementation. This need for fusion is in respect of:

Medical human resource capacity and deployments;

Method of supply chain management of medicine, equipment, instruments and
apparatuses;

Patient registry for monitoring health care needs; and

The financing system underlying these components.
In particular, the assignment of functions and the financing model of intergovernmental fiscal
arrangement supporting the overall NHI reform agenda remains to be addressed. From the
National Health Insurance (NHI) policy paper (green paper) in 2011 (Department: Health,
2011), the so-called “NHI pilot sites” established in 2012, to the 2017 final policy paper (NHI
White Paper) (Department: Health, 2017), to the 2018 and 2019 National Health Insurance Bill
(NHI Bill) (Department: Health, 2018; Department: Health, 2019), NHI implementation
remains elusive.
The purpose of this chapter is to provide a detailed review of the NHI White Paper and the NHI
Bill to identify any policy gaps and uncertainties, and as a result recommend practical reform
towards universal health care. The research identifies critical factors for success in terms of the
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policy, capacity, financing and operating system to ensure policy certainty for NHI
implementation.
This chapter is structured as follows:

A literary overview of the various health care financing models internationally as options,
focusing on the pros and cons of each system, and the context of the South African health
care system at present;

The research methodology adopted for policy analysis;

A conceptual framework as groundwork for analysing the NHI policy;

Key issues arising from examining the NHI White Paper and the Bill as critical success
factors; and

Recommendations.
2.

Literature review

The definition of a universal health care system is to provide health care service and financial
protection to all members of a society with the end goal of ensuring improved access to health
care and better health outcomes (World Health Organisation, 2010). It is not “coverage for all
people for everything”; only that all people have access to health care. Hence, universal health
care has three critical dimensions of determinants: who is covered, what services are covered,
and how much of the health care cost is covered. Criteria tending these determinants of
universal health care must possess the following attributes:

A system for financing health services;

Access to essential medicines and technologies; and

Sufficient capacity of well-trained, motivated health workers.
There are four types of financing models supporting health care systems, namely:

Beveridge National Health Service model;

Bismarck model;

National Health Insurance model; and

Out-of-pocket model.
2.1

The Beveridge model

First introduced by Sir William Beveridge in 1948, the Beveridge Model consists of a singlepayer national health service. This single-payer system forms the foundation of the National
Health Service (NHS) implemented in the United Kingdom, as well as other countries,
including Spain, New Zealand and Cuba. Physicians under this system are typically employed
directly by the national government. Most primary care physicians remain privately organised
carrying contracts, while the government employs specialists directly.
The funding for this model consists of mainly a global budget for all care delivered from
income taxes, and a mixture of provider payment methods: capitation of a health plan assigning
a per-member-per-month cost (60 per cent of the total payment); the fee-for-service fee for
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additional services (15 per cent); and performance-related scheme (10 per cent). By this model
of financing, essential health care is free at the point of service, since the central tenant of the
Beveridge Model is that health care is a right. However, as the global budget has remained
mostly flat in recent years and demand kept rising, resulting in “the quality of care to deteriorate
— notably waiting time targets” according to a 2016 Commonwealth Fund report.
2.2

The Bismarck model

Also known as the social health insurance model, Germany, Belgium, Japan, and Switzerland
adopted the Bismarck model. The model has a universal multi-payer health care system
financed by a bundle of statutory health insurances called “sickness funds” and private health
insurances or “private sickness funds”. The health care system is regulated by the federal joint
committee, which makes binding regulations out of health reform bills passed by lawmakers,
along with routine decisions regarding health care policy in Germany. The national mandate is
that health insurance is compulsory for the whole population.
The statutory health insurance of the government or “sickness funds” comprises 77 per cent of
total funds and is operated by 130 public non-profit “sickness funds”. Contributions to the
public health insurance are based on the salaries of workers who earn less than 60 750 Euros a
year, and who are enrolled at one of the 130 federal non-profit “sickness funds”. The remaining
23 per cent of the fund is the private funds (or “private sickness funds”) for salaried workers
and employees earning above 60 570 Euros per annum. Private insurance companies, which
are also required to be non-profit, exist for self-employed citizens and those who wish to
receive elective services not covered by the public “sickness funds”. Self-employed workers
must pay the entire contribution to the private insurers who charge at standard, risk-related
rates. This financial implementation makes the Bismarck model a multi-payer health insurance
system.
The advantages of a social health insurance model are that all citizens are protected by the
insurance funds at much lower administrative costs, as multiple insurance funds are operating
in a competitive market for enrolment shares. Primary care in Germany is also readily
accessible with, in general, short waiting times. However, the disadvantages of the Bismarck
model are that barriers in access to the health care system affect certain cohorts of patients in
terms of their insurance status, age and region of residence. More specifically, the focus on low
costs and efficient care means health care services are highly concentrated in urban areas, and
are therefore less available for citizens living in rural areas. Patients in need of secondary and
tertiary services, especially, are also faced with long waiting times as health care resources are
focused on primary services. The mandatory employment taxes for the Bismarck model are
high and it is costly to keep health care system operational and affordable.
2.3

The out-of-pocket model

This fee-for-service model is a purely market-driven (or for-profit) health care model, whereby
the burden of health care falls squarely on the private households of the uninsured or
underinsured patient. Implemented in rural areas of India, China, most of Africa and South
America where systems of public health care financing are still in their infancy, this model is
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the most usual method of financing health care services. Research shows that in such purely
market-driven, fee-for-service environments, health care costs and its private insurance
derivative’s premiums tend to be higher than its competitive value for underlying service
coverage as health care is perceived as an essential, scarce commodity when needed in the
market. People living in poverty with pre-existing conditions are the most vulnerable group
targeted for higher premiums and costs of receiving health care. This model of financing of a
health care system is both non-redistributive and regressive.
2.4

National Health Insurance model

The National Health Insurance (NHI) model is essentially a hybrid model between the
Beveridge and Bismarck models, in that the government uses tax revenue to finance core health
care for all. Providers of health care are free to operate in both the public and private markets.
Implemented in countries such as Canada, Taiwan and South Africa, proponents of this system
argue that the NHI model maintains a unifying pooling equilibrium through the single-payer
public insurance, thereby avoiding the operational complications of multiple insurance
policies, while also allowing hospitals to maintain independence through a free market of
health care providers. Due to its pooling of health care risk and the single primary source of
financing on the demand side, combined with a competitive health care providers’ market to
drive down cost on the supply side, the model is well-known for its strong influences on the
pricing and services of the health care sector. As such, health care providers are hesitant of
their premiums being squeezed by NHI, especially at the system’s inception, thereby changing
the status quo.
Apart from the potential to lower the costs of health care by natural competition in the
economy, one of the significant advantages of a publicly controlled NHI fund is the potential
for the government to leverage the market by designing more efficient instruments of health
care insurance. With better, more accurate information of the risk profiles of its citizens, control
of health care providers, medication stocks and financial management, the government could
minimise the redundancy rate of demand for health care services, medication stocks, and
administrative costs. Furthermore, as the global budget gets larger, offering expanded health
care coverage, the entire health care system becomes more efficient and cost-effective with the
lower opportunity cost and the required reserve fund for health care. At the patient level, a
single-payer system also simplifies the process of utilisation and payment as complicated rules
with multiple payers of insurances are absent. Hence, from the social perspective, NHI can
bring better health at a lower cost to more people, thus achieving the policy goals of universal
health care for the public.
However, caveats of requisites and disadvantages are contained in these potential advantages
of the NHI system. Firstly, the key for a successful implementation of the NHI system, with all
its associated benefits, lies in the information set of the government which enable it to minimise
redundancies of demand in the health care industry. Without a better information set of the risk
profile of its citizens, health care providers’ deployment, medication stocks and financial
management, the NHI system will not be able to achieve full efficiency by driving down cost.
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Secondly, health care providers (ie, doctors, nurses, pharmaceutical industry etc) will receive
a lower premium in the cost-efficient, redundancy minimised environment, potentially causing
discontent in the sector. As such, the pressure under which these health providers operate may
tarnish the accuracy of the information set, thereby lowering the efficiency of patient care, as
doctors are often assigned more patients than they are reasonably able to handle.
Thirdly, by its very nature of health care risk and fund pooling (ie, requiring people to pay for
services they do not receive), inadvertent spillage will be created by the disincentivised
behaviour of the patients in being less careful about their health, and creating wastage and
inefficiencies. For example, in Taiwan, when NHI covered dialysis, people’s behaviour became
riskier and they opted for frequent dialyses at high costs to the global fund, instead of seeking
a permanent but self-funded solution of a kidney transplant. Hence, with the universal health
care of an NHI, a greater emphasis on preventative care and incentive management is needed
to balance people’s behaviour and health care. Furthermore, patients may have to face long
waiting times for specialised medical procedures as well as new technologies to be developed,
as these departments will be under-resourced to keep the costs down. The same consideration
applies to risky or palliative medicine when the chances of patient success are minimal, or
results are not imminently apparent (eg, psychiatry).
2.5

Health care system and health care financing in South Africa

Prior to the advent of democracy in 1994, South Africa had a fragmented health care system
designed along racial lines, involving fourteen health departments serving four race groups and
ten “bantustans”. At the time, on the one end of the scale health care systems and services were
highly resourced to benefit the white minority, while on the other end, systems were underresourced and overburdened for the non-white majority. The adoption of the Constitution
established that any form of racial discrimination is unconstitutional and the principles of socioeconomic rights, including the right of access to health care (Section 27 of the Constitution),
are established. However, the issue of a polarising health care system supported by financing
remains unresolved as the s: private and public health care sectors failed to reach a common
ground under which to operate. This has resulted in a two-tiered health, based on socioeconomic status and historical positioning of access inherited from the pre-1994 era.
On the public sector side, health care services for the majority and the poor are financed through
taxes, appropriated to the National Department of Health for devising health policies, five
public entities18, as well as divided among nine provinces via the provincial equitable share
(PES) and conditional grants. The provincial departments of health, in turn, receive allocations
subject to the respective provincial cabinet’s discretion, and disburse funding to health care
facilities to provide health care services in the province. In the private sector, health care
services for the wealthy minority is financed through medical aid schemes and out-of-pocket
payments at significantly higher costs than in the public sector.
18

Council for Medical Schemes; Health Medical Research Council of South Africa; National Health Laboratory
Service; Office of Health Standards Compliance; South African Health Products Regulatory Authority. These
public entities receive grant transfers and services rendered as revenue from provincial departments.
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The implementation of the NHI will attempt to unify the pricing, financing and servicing
between the two health care sectors into a single market pooling equilibrium, thus bringing the
two-tier system of health care into one universal health care system. Its chances of success will
depend on identifying a series of critical success factors as recommendations on changes to the
current legislative framework, especially on intergovernmental fiscal relations, roles and
responsibilities of the role players in the sector, from departments to beneficiaries in health
care facilities.
3.

Research approach

This research focuses on analysing the policy aspects of the NHI White Paper and the Bill and
the lessons from the pilot sites, and therefore adopts a qualitative methodology in its research
approach. In other words, it provides a high-level review of key issues in the NHI Bill, read
with the NHI White Paper, from legal, public finance and health system perspectives. It is
intended to assist in identifying potential functional and structural implications (prospects,
opportunities and constraints) of the Bill, with a view to providing insight to make
recommendations.
More specifically, the research questions of this study are:

What are the policy gaps in the NHI Bill, read with the white paper, causing the
implementation of NHI in South Africa to delay? Are there lessons to be learnt from the
NHI pilot sites?

What are the changes needed to resolve implementation deadlocks to ensure the
successful implementation of NHI in South Africa?
The research objectives of the study are to:

Review the NHI Bill to identify policy gaps and inadequacies with NHI pilot site case
studies as comparators;

Expound in detail the identified critical success factors; and

To make recommendations on the NHI framework.
The critiques and recommendations made in terms of this research will add value to the NHI
Bill process currently taking place, by resolving the implementation deadlocks that have
delayed the reform. The paper aims to demystify some of the policy uncertainties in terms of
roles, function and factors within the intergovernmental context of health care financing in a
conceptual framework as a base. Thereafter, the paper focuses on re-envisioning the fiscal
landscape deemed necessary as key issues for the NHI reform and implementation to be
successful, viable and sustainable.
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4.

Lessons from the NHI pilot districts

The Public Health Strengthening Report, which assessed phase 1 of the NHI project, ended in
2017 (Department: Health, 2019) examined nine parameters of interventions under the NHI.
These included:

Work-based primary healthcare outreach team, who were responsible for providing and
promoting healthcare to households;

Integrated school health programme;

Contracting of general practitioners (GPs);

Ideal clinic realisation and maintenance;

District clinical specialist team;

Centralised chronic medicine dispensing and distribution;

Health patient registration system;

Stock visibility system;

Infrastructure;

Human resources of health.
The report found that the municipal work-based primary healthcare outreach team often lacked
the envisioned composition, with many teams lacking a team leader. Systems of monitoring
and evaluation were also weak as data was insufficient to evaluate and monitor the
effectiveness of the referral systems and follow up processes in the areas of the pilot sites. In
spite of the integrated school health programme having screened 4.3 million pupils since 2012,
of whom 504 803 were found to have various health problems and were referred for treatment,
there is a lack of data to support the effectiveness of the referrals and a lack of feedback
mechanisms between school teams and facilities. A lack of sufficient equipment, such as
measurement scales and transport to travel to schools, often added to the impediments of its
success.
The report also found that where implementation is successful, access to doctors at facilities
improved, and patients reported that the quality of care had improved at facilities because of
their presence. However, the report also laments that these general practitioners (GPs) were
inadequately monitored and caused some challenges during implementation. For instance,
contractual challenges resulted in GPs having substantially higher expense claims than
expected.
With regard to ideal clinic realisation and maintenance, 3 434 clinics were assessed. Of these,
1 507 attained ideal clinic status at the end of 2017/18. However, amendments to the manual
and frequent change of standards made it difficult for managers to keep up with these changes,
as a result of which operational leakages and inefficiencies developed. On the district clinical
specialist team (DCST), the teams often lacked critical specialists which limited their ability to
provide the envisioned training and support structures. The lack of gynaecologists and
paediatricians meant that the DCSTs were not able to improve child and maternal health as
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envisioned adequately. At a practical level, not all specialists are good mentors. Higher costs
also placed additional strain on already constrained capacity.
In terms of supply chain systems of the centralised chronic medicine dispensing and
distribution and the stock visibility system, the lack of sufficient integration between the central
distribution system and the pick-up points facilities resulted in inadequate patient tracking
between the two systems. Similarly, due to poor connectivity at some facilities and resulting
challenges with hardware, the health patient registration system, as well as the lack of human
resources and implementation capacity, affected the rollout of the registration system and the
stock visibility system. Infrastructure and human resources for health both are constrained by
lack of planning, limited capacity, causing implementation delays and unnecessary new build
costs.
5.

A conceptual framework for NHI

The White Paper on National Health Insurance for South Africa was published in June 2017,
following a period of comment on the draft released in December 2015. On 21 June 2018, the
Minister of Health gazetted the National Health Insurance Bill, 2018 (NHI Bill), for three
months of public comment.19 The bill was reintroduced on 8 August 2019 on account of the
2019 election. Subsequently, the portfolio committee on health conducted a countrywide public
hearings programme for oral submissions on the bill.
The NHI White Paper and NHI Bill establish the policy and legislative framework for the
introduction and implementation of National Health Insurance (NHI) in South Africa. These
are key milestones in the process of policy development towards NHI that had its origins in the
ANC’s National Health Plan (African National Congress, 1994). 20
The goals of NHI, as outlined in the preamble to the NHI Bill are to:

Achieve the progressive realisation of the right of access to good quality personal health
care services by South African citizens and permanent residents;

Ensure financial protection from the costs of health care and provide access to health care
services by consolidating public revenue in order to actively and strategically purchase
health care services based on the principles of universality and social solidarity;

Create a single framework throughout the Republic for the public funding and public
purchasing of health care services, medicines, health goods and health-related products,
and to eliminate as far as is reasonably possible the fragmentation of health care funding
in South Africa;

Promote sustainable, equitable, appropriate, efficient and effective public funding for the
purchasing of health care services and the procurement of medicines, health goods and
19

On the same day, the Medical Schemes Amendment Bill (MSAB) (Department: Health, 2018), was also
published for comment.
20
Policy proposals for the introduction of the NHI into South Africa date back to the early part of the previous
century. This context is outlined in the white paper.

129

Financial and Fiscal Commission:
Technical Report for the Division of Revenue, 2021/22



health-related products from service providers within the context of the national health
system; and
Ensure continuity and portability of financing and services throughout the Republic.

A key challenge in analysing, engaging and facilitating consensus on the NHI proposals lies in
the enormity of the scope of change proposed and its implications for the country, its population
and a wide range of stakeholders in the public and private sectors. The white paper describes
it as follows:
NHI represents a substantial policy shift that will necessitate massive reorganisation of the
current health care system, to address structural changes that exist in both the public and
private sectors.
The implications are so far-reaching that there is a risk that stakeholders focus on one or other
aspect of the proposals which particularly affect them while losing sight of how their individual
concerns relate to the “big picture” of what needs to be.
There is equally a risk that, in attempting to achieve its policy objectives, the government may
focus on some elements of the needed reform while losing track of other elements, which need
to happen simultaneously or sequentially in order to achieve the desired outcomes. This is of
particular concern because the overhaul of the system needs to take place within the context of
an existing health system and its financing, which needs to be protected against unforeseen
adverse effects of reform initiatives.
In 2014 the Human Sciences Research Council (HSRC) published a paper setting out the
process for development of a framework for monitoring and evaluation of the NHI in South
Africa (Human Sciences Research Council, 2014) which stated that “an agreed logical
framework that shows the theory of change of NHI over its 14-year implementation period” would
be developed. The logic model forms a key part of the South African government’s framework
for all performance information relating to planning, monitoring and evaluation21 (National
Treasury, 2007).
Unfortunately, it is not certain that the logic framework for the NHI implementation,
accompanied by corresponding performance indicators and the financing and costing thereof,
as envisaged by the HSRC report, has been finalised and widely disseminated to help navigate
the reform process with IGR implications to bring the NHI to fruition.
A fully developed logic framework can help to guide decisions relating to the necessary
sequence of reforms to achieve the desired outcomes and can be used to anticipate and avoid
potential breakdowns in the causal chain between inputs and impact. It should cover both the
transitional phase of the NHI implementation, as well as the period of full functioning of the
21

The logic model establishes causal connections between the inputs, activities and desired outcomes and impacts,
and anticipates mapping of performance indicators against the elements of the model – see Figure 59.
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reform with timeframe and costing. In the legal context, it can also serve as a particularly useful
tool for establishing the reasonableness and rationality of reforms in the face of, for example,
a constitutional challenge to one or other of the reform elements. Most importantly, it provides
a valuable framework for monitoring progress toward the implementation of the NHI and its
intended outcomes.
The development of the logic framework for the NHI is clearly beyond the scope of this paper.
However, a limited logic is presented below, both as an illustration of the logic model concept,
and as a methodological tool to identify some of the key issues which constitute critical success
factors when evaluating the NHI Bill and its underpinning policy framework.
Figure 38: High level logic framework for NHI

Source: National Treasury (2007)

By extension, the “inputs” form the building blocks of NHI, and therefore should be considered
as critical success factors (CSFs) for NHI. If these fundamentals are not in place, the likelihood
of achievement of the desired outcomes will be compromised. In terms of this conceptual
model, ten CSFs for NHI are listed in the table below.
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Table 20: Critical success factors for NHI implementation
 An enabling policy and legislative framework, aligned between spheres of government
 Capacitated institutions with clearly defined responsibilities, supported by a consistent intergovernmental
relations framework
 The funding requirements and funding sources for NHI are determined, and the necessary revenue is
available to meet those requirements
 The benefits to which NHI beneficiaries are entitled, and their limitations, are adequately defined and are
sufficiently comprehensive
 Sufficient types and numbers of health service providers are available and willing to support the service
requirements of NHI
 Health service users understand and trust the system, and are able and willing to participate
 The necessary operational systems (eg, information systems, user and provider registration, financial
management, risk and fraud prevention) are in place
 Health and costing data is available to meet the information requirements for NHI
 The necessary clinical and service standards are in place to facilitate contracting and performance
management
 The necessary infrastructure, technology and supplies are available to meet the demands of the system

If all of the inputs were already in place, implementation of NHI would be relatively easy.
However, in recognition of the fact that a considerable amount of preparatory work needs to
happen to put these building blocks in place, a phased approach to the implementation of NHI
is likely. According to section 57(1)(a) and (b) of the bill on transitional arrangements, the
NHI must be implemented over the two remaining phases of the original three phases using a
progressive and programmatic approach based on financial resource availability (see Table 21).
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Table 21: Transitional arrangements in the NHI Bill (2019)
Description
Schedule 57(2)(a): Phase 2017 – 2022
Continue with the implementation of health system
strengthening initiatives, including alignment of
human resources with that which may be required by
users of the fund;
Include the development of national health insurance
legislation and amendments to other legislation;
Include the undertaking of initiatives which are aimed
at establishing institutions that must be the foundation
for a fully functional fund; and
Include the purchasing of personal health care
services for vulnerable groups such as children,
women, people with disabilities and the elderly.

Objectives
Migration of central hospitals that are funded
governed and managed nationally and established as
semi-autonomous entities;
Structuring of the contracting unit for primary
healthcare services at the district level;
Establishment of the NHI fund and its governance
structures;
Finalisation and implementation of a health patient
registration system;
Process for the accreditation of healthcare providers;
Purchasing of primary health care services for
prioritised groups;
Purchasing of the hospital and other services; and
Initiation of legislative reforms to enable the
introduction of NHI.

Phase 3: 2022 – 2026
The continuation of health system strengthening
initiatives on an on-going basis;
The mobilisation of additional resources where
necessary; and
The selective contracting of health care services from
private providers.

Establishment and operationalisation of the NHI
fund as a purchaser of health care services through a
system of mandatory prepayment.

A key question which arises from the above description of the NHI implementation phases is
whether achievement of the specified objectives in the specified periods is feasible. A realistic
projection of time frames has important implications for public confidence in the reform
process. It is also important for planning and budgeting, and in particular for:

Sequencing of reforms, so that changes are not made prematurely resulting in lacunae
and unintended consequences; and

Understanding the costs and financial requirements of NHI, since the pace of
implementation has a significant impact on the overall cost.
Finalisation and dissemination of the logical framework for the NHI implementation process
as envisaged by the 2014 HSRC report, accompanied by key milestones and performance
indicators and costs, would be of significant assistance in enabling realistic assessment of time
frames and ensuring that the reform process remains on track.
This research focuses on those CSFs listed in Table 20 above which are most pertinent –
specifically the first four which have particular bearing on intergovernmental relations and
fiscal systems in South Africa. In particular, this study focuses on the extent to which the Bill
contributes towards the achievement of the following CSFs:
A. An enabling policy and legislative framework, aligned between spheres of government;
B. Capacitated institutions with clearly defined responsibilities, supported by a consistent
intergovernmental relations framework;
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C.
D.

6.

The funding requirements and funding sources for NHI are determined, and the necessary
revenue is available to meet those requirements; and
The benefits to which NHI beneficiaries are entitled, and their limitations, are adequately
defined and are sufficiently comprehensive.
Key issues arising from the NHI Bill

6.1
Critical success factor A: An enabling policy and legislative framework, aligned between
spheres of government.

The NHI Bill creates a broad enabling framework for the introduction of NHI. Specifically, it:

Sets out the policy objectives for NHI;

Establishes the NHI fund as a public entity, directly accountable to Parliament, and
funded principally by money appropriated by Parliament;

Determines the powers, functions and governance structures of the NHI fund;

Creates a broad enabling framework for the registration of health service users and the
accreditation of health care providers;

Determines eligibility requirement for users to be beneficiaries of the NHI fund;

Provides a framework for registration of health care users and accreditation of health care
providers;

Removes the provision for user fees at public institutions and broadly provides for benefit
entitlements of beneficiaries of the NHI fund;

Provides a framework for the NHI fund to purchase health services on behalf of users,
using various reimbursement models;

Provides for the establishment of committees to advise on various issues, including
determination of benefits and pricing;

Provides for the establishment of contracting units for primary health care at a sub-district
level;

Amends the powers and functions of provincial and district health authorities, and
establishes district health management offices as public entities;

Provides for regulations to be developed on a broad range of issues;

Establishes various statutory offences; and

Provides for transitional arrangements, including the establishment of interim
committees.
A key challenge in assessing the fiscal and intergovernmental implications of the Bill, however,
is that critical components of the policy framework which will determine the cost and pace of
implementation, are relegated to regulation – such as, critically, the nature and scope of benefits
to be covered by the fund.
A second concern, which has the potential to indefinitely delay implementation of the Act,
relates to the fact that there is an as-yet-undetermined range of legislative reforms that could
or should accompany the passage of the NHI Bill to ensure a consistent legislative framework.
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Section 59 of the NHI Bill makes provision for the Act, once passed by Parliament, to take
effect on a date fixed by the President by proclamation – or on different dates for different
provisions of the Act.22 However, assuming that the Bill is passed in its current form, the Act
will not be implementable until such time as other laws have been passed or amended.
A key provision in this regard is in section 3(4) of the NHI Bill:
The Act does not in any way amend, change or affect the funding and functions of
any organs of state in respect of health care services until legislation contemplated in
sections 77 and 214, read with section 227, of the Constitution and any other relevant
legislation have been enacted or amended.
An “organ of state” is defined in section 239 of the Constitution to mean –
(a) any department of state or administration in the national, provincial or local sphere
of government; or
(b) any other functionary or institution –
i. exercising a power or performing a function in terms of the Constitution or
a provincial constitution; or
ii. exercising a public power or performing a public function in terms of any
legislation, but does not include a court or a judicial officer
An organ of state therefore not only includes government departments but would include the
NHI fund itself as well as other entities vested with public powers and functions in terms of
the NHI Bill, such as district health management offices and contracting units for primary
health care.
The operation of any provision of the Bill which in any way amends, changes or affects the
funding and functions of any of these organs of state is in effect suspended until the suspensive
condition provided for in section 3(4) of the NHI Bill has been fulfilled. There are few
provisions of the Bill that do not fall within the broad scope of this suspensive condition; the
operation of this NHI Act would therefore effectively be suspended, notwithstanding the
potential proclamation of its commencement by the President.
Understanding the specific conditions that must exist for the fulfilment of this condition,
therefore, becomes critical. There are in effect two conditions, considered in turn:


The first condition: legislation contemplated in section 77 and 214, read with section 227,
of the Constitution, has been enacted.

Section 77 of the Constitution relates to money bills. A Bill is a Money Bill if it:
(a) Appropriates money;
22

Section 57

135

Financial and Fiscal Commission:
Technical Report for the Division of Revenue, 2021/22

(b) Imposes national taxes, levies, duties or surcharges;
(c) Abolishes or reduces, or grants exemptions from, any national taxes, levies, duties or
surcharges; or
(d) Authorises direct charges against the National Revenue Fund, except a Bill envisaged
in section 214 authorising direct charges.
Section 214 of the Constitution relates to the annual Division of Revenue Acts. These are Acts
which must provide for:
(a) The equitable division of revenue raised nationally among the national, provincial and
local spheres of government;
(b) The determination of each province’s equitable share of the provincial share of that
revenue; and
(c) Any other allocations to provinces, local government or municipalities from the
national government's share of that revenue, and any conditions on which those
allocations may be made.
Section 227 of the Constitution relates to the entitlements of provincial and local government
to their share of national revenue (and is discussed in more detail in relation to fiscal flows
below).
While it is fiscally prudent to delay implementation of the Bill until the necessary financial
reforms are in place, the non-specificity of the anticipated legislative outcomes will inevitably
result in dispute as to whether the first suspensive condition has been met.

The second condition: any other relevant legislation has been enacted.
The second suspensive condition is even more broadly worded and creates huge scope for
interpretive dispute. It is a catch-all condition which requires enactment of “any other relevant
legislation” without providing any detail on what legislation is being contemplated or what the
specific outcomes of those legislative changes would be.
Some indication of the legislation which is being contemplated is provided in the transitional
arrangements in the Bill. In particular, section 57(4)(h) of the Bill provides that the initiation
of legislative reforms in order to enable the introduction of National Health Insurance in Phase
2017-2022 include changes to the:
i.
Medicines and Related Substances Act, 1965 (Act No. 101 of 1965);
ii.
Occupational Diseases in Mines and Works Act, 1973 (Act No. 78 of 1973);
iii.
Health Professions Act, 1974 (Act No. 56 of 1974);
iv.
Dental Technicians Act, 1979 (Act No. 19 of 1979);
v.
Allied Health Professions Act, 1982 (Act No. 63 of 1982);
vi.
Medical Schemes Act, 1998 (Act No. 131 of 1998);
vii.
Mental Health Care Act, 2002 (Act No. 17 of 2002);
viii. National Health Act;
ix.
Nursing Act, 2005 (Act No. 33 of 2005);
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x.
xi.

Traditional Health Practitioners Act, 2007 (Act No. 22 of 2007); and
other relevant Acts.

However, the NHI Bill is unclear as to how it corresponds with the amendments to the other
Acts mentioned above. For instance, the Medical Schemes Act was not amended by the Bill
itself, but was amended by a separate amendment Bill, published on the same day as the NHI
Bill (2018) was gazetted. The Mental Health Care Act, Traditional Health Practitioners Act,
Dental Technicians Act, the Medicines and Related Substances Act, and the Nursing Act,
though listed in section 57, are not amended by the Bill. There are also acts that the NHI Bill
contains amendments to, but not included in the list of legislation requiring changes:

Compensation for Occupational Injuries and Diseases Act, 1993 (Act No. 130 of 1993)

Competition Act, 1998 (Act No. 89 of 1998)

Correctional Services Act, 1198 (Act No, 111 of 1998)

Prevention of and Treatment for Substance Abuse Act, 2008 (Act No. 70 of 2008).
Notwithstanding the above, the list makes reference to the need for an amendment to “other
relevant Acts” (previously “various Provincial Health Acts”) without specifying particular
pieces of legislation. Hence, there are a plethora of other laws which are “relevant” to NHI and
so potentially fall within the ambit and scope of the suspensive condition provided for in
Section 3(4) of the NHI Bill.
While the legislative objective of ensuring alignment of the legislative framework to support
NHI is clear, the practical application of this provision is extremely problematic. Under these
circumstances, if the Bill is passed unchanged, interpretive difficulties and disputes over
whether the suspensive conditions in section 3(4) of the Bill have been met will almost certainly
result in the operation of the Act being delayed by protracted legal dispute – a most undesirable
outcome.
The way to avoid this consequence would be either –
(a) To clearly and unambiguously specify the legislative outcomes that must be in place
for the suspensive conditions for the operation of the Bill to be fulfilled; or preferably
(b) To make the necessary amendments to all the contemplated laws in the Bill.
The magnitude and complexity of this task should not be underestimated, in particular, because
“health services” is listed in Schedule 4 of the Constitution as a functional area of concurrent
national and provincial legislative competence. Revising the distribution of powers and
functions between the spheres of government, therefore, requires alignment of both national
and provincial legislation. Alternatively, in the event of a conflict of laws between provincial
and national legislation, a determination will need to be made through intergovernmental
dispute resolution processes or judicial determination as to which of the laws prevails applying
the provisions of section 146(2) of the Constitution.
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In the context of creating an appropriate legislative framework to enable implementation of
NHI, there seems to be no viable alternative to the rather arduous process of determining what
laws need to be changed and how, and following the necessary intergovernmental processes to
ensure that legislative alignment takes place in the different spheres of government. A technical
shortcut like section 2(2) of the NHI Bill may enable passage of the legislation through
Parliament, but in the long-term has the potential to set back implementation of the legislation
significantly.
6.2
Critical success factor B: Capacitated institutions with clearly defined roles and
responsibilities, supported by a consistent intergovernmental relations framework.

The NHI Bill provides a reasonably clear, enabling framework for the establishment of the NHI
Fund as a legal entity,23 duly vested with the necessary powers to enable it to perform its
functions. In particular, the Bill

Sets out the policy objectives of the NHI Fund

Establishes the NHI Fund as an autonomous public entity as contained in Schedule 3A
to the Public Finance Management Act

Provides for the powers and duties of the NHI Fund, its Board and Executive Officer

Provides for the establishment of various committees

Provides for NHI Fund contribution to the development and maintenance of a National
Health Information Repository and Data System

Reporting requirements of the Fund

Provides for complaints and appeals
Difficulty arises, however, in the coherence of the framework for intergovernmental and fiscal
arrangements to support the implementation of NHI.
By way of background, in its analysis of the challenges to health service delivery in South
Africa, the white paper identifies fiscal federalism as a key obstacle to health system
improvement and the establishment of a unified health system. The white paper states the
following:
The South African health system is underpinned by a financing system that is based on
the Intergovernmental Fiscal Relations (IGFR) system. The IGFR system is faced with
an institutionalised and structural form of fiscal imbalance as a result of vertical fiscal
federalism and other factors that impact on intergovernmental fiscal relations. The
main problem that underpins IGFR challenges relates to striking a balance between
the need to provide Constitutionally Mandated Basic Services (CMBS) within

23

Some confusion does nevertheless arise in section 9, established as an autonomous public entity, as contained
in Schedule 3A to the Public Finance Management Act, while section 2 establish and maintain a National Health
Insurance Fund in the Republic funded through mandatory prepayment.
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macroeconomic constraints that limit the available resources and a federal fiscal
structure that has its own defined priorities.24
Poor accountability of leadership, and failure of the state to optimise costs and availability of
medical products and technologies, is attributed in part to the “semi-federal public sector”.25
The concern with the impact of the semi-federalist structure of intergovernmental relations in
South Africa on effective health system functioning is, therefore, one of the factors
underpinning the “massive reorganisation of the current health care system” envisaged by the
white paper.26
Indeed, the white paper makes it clear that NHI will entail a major restructuring of powers and
functions within government:
The current system of public health provision, shared between national, provincial and
local government, will need to be reconfigured in line with the policies contained in
this White Paper and the principles contained in the Constitution. The Constitution,
amongst others, requires a balance between the duty on the state to respect, protect,
promote and fulfil the rights in the Bill of Rights (section 7) and the principles of
cooperative governance (sections 40 and 41). Consequently, the National Health Act
will be amended to re-determine functional areas, the role and responsibilities of the
three spheres of Government with respect to the delivery of Health Care Services to
enable the implementation of NHI.27
The white paper does not provide detail on what the reconfigured powers and functions will
be, although it does provide the following indications:





Central hospitals will move to the central sphere of government;28
Legislative reforms will clarify the roles of the different spheres as they relate to, amongst
others, primary health care and level 1 (or district hospital services); secondary
(regional), tertiary and specialised hospital services; emergency medical services; and
environmental health services;29
Service provision management authority will be increasingly delegated to the
relevant/appropriate level of the facility responsible for service delivery.30

The white paper further states that changes to intergovernmental fiscal relations in the health
sector will flow from the envisaged changes to powers and functions:

24

White paper, para 72
White paper, para 53 and 62
26
White paper, para 2
27
White paper, para 248
28
Ibid, para 247
29
Ibid, para 248
30
Ibid, para 247
25
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Any reconfiguration of how public health functions are assigned and regulated amongst
the three spheres of government will necessitate the concomitant reforms to
intergovernmental fiscal relations in the health sector. NHI will imply some changes to
the existing system of intergovernmental funding arrangements as they pertain to the
health sector. The degree to which changes in intergovernmental funding arrangements
are made will depend on the extent to which the NHI is structured and organised and
the central pooling of funds to meet technical and allocative efficiency.31
Of particular importance to the substance of revised fiscal arrangements is the statement that:
Functions determined by the National Health Act to be the responsibility of Provincial
and Local Government will be funded through equitable share allocations and any
identified conditional grants.32
From a procedural perspective in relation to the changes in intergovernmental relations, the
white paper makes the following commitments:






As part of the process of amending the National Health Act, the national
Department of Health will collaborate with appropriate stakeholders to finalise
proposals in this regard.
Any proposed changes on Intergovernmental Relations and Fiscal
Arrangements (IGFR) will only be made after consultation with the Health
MINMEC, Budget Council and Presidential Coordination Committee (PCC).
The Financial and Fiscal Commission will be consulted once the PCC on IGFR
have been consulted on the revised role of Provinces to accommodate a more
unified and distributive approach to healthcare in the national interest.33

The most significant changes to intergovernmental functions and powers and related fiscal
flows, effected by the NHI Bill, relate to the management and control of (a) hospitals; and (b)
district health services. These issues are considered in turn.
6.2.1 Management and control of hospitals
By way of background to the changes made in the NHI Bill, the National Development Plan
(NDP) identified the centralisation of hospital budgets and key functions such as supply chain
management at the provincial level as being detrimental to health service delivery. According
to the NDP, the “delivery of health services and care for patients takes place at health facilities,
yet managers lack the powers to manage effectively”. (National Planning Commission, 2012)
The policy response to this challenge, as outlined in the white paper, is greater decentralisation
of management functions and responsibilities to the hospital level. According to the white
31

Ibid, para 249
Ibid, para 250
33
White paper, para 249 and 251
32
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paper, not only will central hospitals be reformed to be semi-autonomous,34 but managers of
other levels of the hospital (district, regional, tertiary and specialised hospitals) will also be
provided with more decision making space in critical management domains, including
delegations on the management of human resources, finance and supply chain/procurement.35
The NHI Bill provides for the decentralisation of management control of hospitals in two main
ways: First, the NHI Bill amends the National Health Act by removing from provincial health
departments the function “control and manage the cost and financing of public health
establishments and public health agencies”.36 Secondly, the NHI Bill provides for direct
contracting between the NHI fund and hospitals (district, specialised, regional, provincial and
central), and direct payment from the NHI fund to the contracted hospitals.37 These changes
clearly respond to the need for greater decentralisation of management to hospitals because
decentralised control over the revenue and financial management of hospitals will no longer be
dependent on delegations from the provincial health departments. In other words, a provincial
department will not retain the power to control and manage the cost and financing of the
establishments within the province as the funding for the provision of services is paid directly
to the hospitals.
Furthermore, contrary to section 35(2) of the 2018 version of the NHI Bill, which states that
“functions of a provincial department responsible for health in the province in question shall
be to provide health services which the fund would purchase”, the 2019 version of the NHI Bill
is adamant that “the functions of a provincial department must be amended to comply with the
purpose and provisions of this Act, subject to the provisions of section 57”. The 2019 version
of the NHI Bill has cast a thick cloud of ambiguity and uncertainty over the role and
responsibility of the nine provincial departments for the provision of health services in hospitals
(excluding central hospitals, which will move to the national government).
A distinct but related issue, which will need to be resolved, is the legal capacity in which
hospitals enter into contracts with the NHI fund. As the function of controlling and managing
the cost and financing of public health establishments will no longer vest in provincial
departments of health, hospitals would not derive their power to enter into contracts with the
NHI Fund through powers delegated by the provincial health departments. Options could
include establishing hospitals as provincial public entities,38 specialised service delivery units
within provincial health departments,39 or provincial government components.40
The choice of legal entity will presumably be made in regulations, as section 55(1)(a) of the
NHI Bill provides for the Minister to make regulations regarding “the legal relationship

34

Ibid, para 166
Ibid, para 172
36
Section 25(2)(k) of the National Health Act, deleted by section 59 read with Schedule to the NHI Bill
37
Ibid, Section 35
38
As defined in section 1 Public Service Act, 1994
39
Section 7B Public Service Act, 1994
40
Section 7(5) Public Service Act, 1994
35
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between the fund and the various categories of health establishments, health care service
providers or suppliers as provided for in the National Health Act”.
6.2.2 Management and control of the district health system
The reform of South Africa’s health system after the transition to democracy was based on the
establishment of a district health system (DHS), in which the country is divided into health
districts where health is planned, organised and managed at this district level (Health Systems
Trust, 2005). The DHS embodies a decentralised, area-based, people-centred approach to
health care (National Planning Commission, 2012). The White Paper for the Transformation
of the Health System in South Africa, 1997, provided that:
The mission of a provincial health department, as mandated by the Constitution of
South Africa within the framework of national policies, strategies and guidelines, is to
promote and monitor the health of the people in the province, and develop and support
a caring and effective provincial health system, through the establishment of a
province-wide district health system (DHS) based on the principles of primary health
care (PHC).
However, the implementation of the DHS has been suboptimal. The NDP states:
The inability to get primary health care and the district health system to function
effectively has contributed significantly to the failure of the health system.41
Similarly, the DPME Twenty-Year Review, 1994 – 2014 found as follows:
[T]he inability of the health sector to implement a well-functioning DHS has been a
major impediment to the delivery of primary health care. There has been a limited
delegation of powers by provinces to district and facility health management. Other
challenges articulated in the National Development Plan 2030 include weak
management, accountability and support. A need exists to strengthen the
implementation of the DHS.
The NHI Bill provides for the strengthening of management at a district level by:
1)
Amending the National Health Act to establish district health management offices
(DHMOs) as government-components under the supervision of the Minister, and vesting
them considerable powers to “manage, facilitate, support and coordinate the provision
of primary health care services for personal health care services and non-personal health
services at the district level in compliance with national policy guidelines and relevant
law”;42
2)
Providing for the establishment of contracting units for primary health care (CUPs), as
the organisational unit with which the fund contracts for the provision of primary health
care services within a specified geographical area;43
41

NDP, p 331
Section 36 of the NHI Bill; 31A of the National Health Act, to be inserted by Section 58 read with the Schedule
to the NHI Bill. The DHMOs were originally established to engage mainly with the NHI Fund in the 2018 version
of the NHI Bill.
43
Section 37 of the NHI Bill
42
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3)
4)

Consequential amendments to the powers and functions of district health councils and
provincial health departments; and
Associated changes to fiscal funding flow.

In terms of the NHI Bill (including the amendments it effects to the National Health Act),
DHMOs will be the primary management authorities, with extensive responsibilities for both
personal and non-personal services44 at a district level (see Table 21). According to the NHI
Bill 2019 (contrary to the 2018 version of the NHI Bill), the DHMOs will be funded by the
department under section 32 of the Bill as they will function under the supervision of the
Minister of Health.45
Consequential amendments are made to the powers and functions of provincial health
departments. The NHI Bill amends section 25(2) of the National Health Act, 2003, by deleting
the following function of provincial health departments:
(l)

facilitate and promote the provision of comprehensive primary health services
and community hospital services.

The NHI Bill further amends paragraphs (n) and (t) of section 25(2) of the National Health Act
as follows:46
(n) assist the District Health Management Office in controlling [control] the quality of
all health services and facilities;
(t) together with the District Health Management Office promote community
participation in the planning, provision and evaluation of health services.
In terms of the NHI Bill 2019 (contrary to the NHI Bill 2018), provincial health departments
will not be responsible for the provision of health services to be purchased by the NHI fund47
(including at district level). According to section 36, read with section 32(3) of the NHI Bill
2019, the powers and interactions will mainly be between national and the DHMOs in terms
of managing, facilitating, supporting and coordinating the provision of primary health care
services for personal health care services and non-personal health services at district level.
At the same time, the functions of DHCs are amended to remove their responsibility to:

44

Personal health services are delivered individually, and are services of a therapeutic or rehabilitative nature.
Non-personal health services are actions applied either to collectives (e.g. mass health education) or to the nonhuman components of the environment (e.g. basic sanitation) (Adams, Shengeila, & Stilwell, 2002).
45
Section 36 of the NHI Bill; 31A of the National Health Act, to be inserted by Section 58 read with the Schedule
to the NHI Bill. The DHMOs were originally established to engage mainly with the NHI Fund in the 2018 version
of the NHI Bill.
46
Underlining means insertion and parentheses means deletion
47
Section 33(2) NHI Bill
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“Ensure co-ordination of planning, budgeting, provisioning and monitoring of all
health services that affect residents of the health district for which the council was
established.”48
The remaining functions of DHCs in terms of section 31(3) of the National Health Act are:
(a) Promote co-operative governance;
(b) …
(c) Advise the relevant members of the executive council, through the provincial health
councils, and the municipal council of the appropriate metropolitan or district
municipality and the district health management office, on any matter regarding
health or health services in the health district for which the council was established.
The respective functions of DHMOs, CUPs and District Health Councils as they pertain to
district health services, are set out in Table 22.

48

Deletion of section 31(3)(b) of the National Health Act, 2003 (Department: Health, 2003), in terms of section
53 read with the Schedule to the NHI Bill.
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Table 22: Proposed functions of provincial health departments, DHMOs, CUPs and district health councils in relation to district health
District health management offices (DHMOs)
 Facilitate, coordinate and manage the provision of primary health care services at
the district level;
 Develop district health care plans in support of the district health system;
 Liaise with provincial and municipal health authorities;
 Identify certifies and accredited public and private health care providers at primary
care facilities that are suitable to receive funding for services within the relevant
district;
 Interact with community representatives through District Health Councils;
 Coordinate and manage the functioning of the streams of PHC within the district,
including district specialist support teams, primary health care teams and agents
and school health services;
 Provide information on the disease profile in a particular district that would inform
the design of the health service benefits for that district;
 Improve access to health care services in a particular district at appropriate levels
of care at health care facilities and in the community;
 Ensure that the user referral system is functional, including the transportation of
users between the different levels of care and between public and private facilities
accredited by the fund;
 Facilitate the accreditation of health care providers, health establishments and
suppliers at the district level, including municipal clinics;
 Facilitate, coordinate and manage the provision of non-personal public health care
programmes level; and
 Liaise with, and report on a monthly basis to the national office of the NHI fund.

Contracting units for primary health care (CUPs)
Assist the NHI fund to:
 Identify health care service needs in terms of the demographic and
epidemiological profile of a particular sub-district;
 Identify certified and accredited public and private health care providers at
primary care facilities;
 Monitor contracts entered into with certified and accredited health care providers,
health establishments and suppliers;
 Monitor the disbursement of funds to health care providers, health establishments
and suppliers;
 Access information on the disease profile in a particular district that would
inform the design of the health service benefits for that district;
 Improve access to health care services in a particular sub-district at appropriate
levels of health care facilities and in the community;
 Ensure that the user referral system is functional, including the transportation of
users between the different levels of care and between public and private
facilities accredited by the fund;
 Issue certificates of accreditation to health care providers, health establishments
and suppliers;
 Facilitate the integration of public and private health care services within the
district; and
 Resolve complaints from users.
District health councils
 Promote co-operative governance; and
 Advise the MECs, through the provincial health councils, and the municipal
council and DHMO, regarding health or health services in the district.
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In terms of the NHI Bill, the shift in functions related to the provision of health services also
entails a significant shift in funding flows. Current funding flows in relation to health services
(excluding municipal health services) are reflected in Figure 39.
In terms of current arrangements, a provincial government receives funding from the national
fiscus through its provincial equitable share (PES) and conditional grants, with the majority of
health funding via the PES. Own revenue generated by provincial health departments comprises
a small percentage of provincial health funding. The provincial health funds are then spent on
various programmes, of which district health services constitutes the largest, comprising 46.1
per cent of total provincial health expenditure in 2016/17 (Daven, Day, Blecher, Kollipara, &
Wishnia, 2018).
Figure 39: Current funding flows for health services (excluding municipal health services)

Figure 40 illustrates the proposed changes to the funding flows, which arise from the provisions
of the NHI Bill 2019. It takes account of the fact that the NHI Bill explicitly provides for direct
payments from the fund to hospitals (central, provincial, regional, specialised and district). The
NHI Bill in section 35(4)(a) states that emergency medical services provided by accredited and
contracted public and private health care service providers must be reimbursed on a capped casebased fee basis with adjustments made for case severity, where necessary, and that public
ambulance services must be reimbursed through the provincial equitable allocation (section
35(4)(b)). CUPs are to be made directly from the NHI fund,49 so the depicted funding flows in
this regard represent an assumption. Similarly, an assumption is made that DHMOs will be
funded via the Department of Health, as per the role of the department under section 32 of the
NHI Bill, presented in Figure 40.

49

See Section 35 of the NHI Bill
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Figure 40: Proposed revised funding flows

By way of concluding this CSF, the NHI Bill lays the basis for a massive reorganisation of
functions, and associated funding flows, most particularly in relation to hospital services and the
district health system. A key feature of the reorganisation is the policy intent to decentralise
powers and functions, and in so doing, promote greater accountability in the health system.
These changes are intended to address weaknesses which have been identified in the evaluation
of the health system and respond to policy imperatives set out in the National Development Plan.
Provincial government is the most significantly affected sphere of government. Responsibility
for management and oversight of district health services has largely been carved out of provincial
health department functions and vested in DHMOs which are to be established as national
components. Funding for the provision and management of health services will also effectively
bypass provincial health departments, with provision for direct payment from the NHI fund to
hospitals and other health service providers.
From a constitutional perspective, a particular difficulty arises in relation to the direct payment
by the NHI fund of health care providers such as hospitals for health services, the provision of
which remains a function of provincial health departments in terms of the NHI fund. Section
227(1)(a), read with section 213(3) of the Constitution provides that each province is entitled to
an equitable share of revenue raised nationally to enable it to provide basic services and perform
the functions allocated to it, which share constitutes a direct charge against the National Revenue
Fund rather than an appropriation by an Act of Parliament.
These are vexing issues with no easy answers within the semi-federalist structure of the South
African state. The solution to these issues is unlikely to lie in improved technical wording of
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the legislation, which will always lend itself to a legal challenge which, even if ultimately
unsuccessful, has the potential to set back implementation of NHI for years.
Instead, resolution of these issues will inevitably depend on consensus-building with a focus on
promoting strong intergovernmental coordinating structures. The experience of Brazil in
implementing its unified health system is instructive in this regard. (Miranda, 2007) describes
the role of intergovernmental coordinating structures in the implementation of the SUS as
follows:
In Brazil, the institutionalization of intergovernmental health decision-making arenas
has promoted cooperation strategies with permanent negotiations oriented towards
political mediation; these define more clearly areas of institutional responsibility and
ensure broader support from different levels of government for the implementation of
public health policies.
… Within the context of intergovernmental decentralisation of health policies, the
representatives of the different levels of government develop strategies and arenas in
which they can negotiate, formalise agreements and make their decisions together.
These joint decisions essentially concern the definition and regulation of the nature and
degree of political autonomy at each level, the sharing of government prerogatives and
responsibilities, and the integration of health policies.
6.3
Critical success factor C: The funding requirements and funding sources for NHI are
determined, and the necessary revenue is available to meet those requirements

Almost certainly, the most contentious issue in public discourse about NHI has related to how
much it will cost and whether it is affordable. While the desirability of the intended outcomes
of NHI are hardly debatable, the issue of affordability is a key concern both because of its
potential fiscal risk to the economy and because affordability is a critical success factor to
achievement of the desired impact of NHI of ensuring a fair and just health system for all.
The white paper of 2017 provided little more certainty on the projected costs of NHI than the
green paper of 2011. The white paper emphasises that its expenditure projections are
“illustrative projections and do not represent the actual expenditure commitments that will occur
from the phased implementation of NHI.”
Even so, the projections of funding shortfalls range from R27.6 billion in 2025 (if baseline
resources grow by 5 per cent per annum) to R108 billion (if baseline resources grow by 2 per
cent per annum) (see Figure 41). Real GDP growth rates are not even achieving the 2 per cent
per annum level, with the National Treasury in the 2019 Medium Term Budget Policy Statement
estimating growths of 0.5 per cent in 2019 from 1.5 per cent at the time of the February 2019
Budget. Hence, the projection of an R108 billion shortfall by 2025 may well, therefore,
constitute a significant underestimate.
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Figure 41: Funding shortfall under different growth paths

Source: White paper 2007

Concerns of this nature led to the Davis Tax Committee Report on Financing a National Health
Insurance in South Africa, March 2017, concluding that:
Given the current costing parameters outlined in the white paper, the proposed NHI, in
its current format, is unlikely to be sustainable unless there is sustained economic
growth.
The NHI Bill does not provide the information needed to allow for much-improved cost
estimates. For example, a key costing consideration is the scope, benefits and nature of health
service benefits and programmes and the manner in, and the extent to which, they must be
funded, but as discussed above, this determination will be made by way of regulation.
Furthermore, understanding the cost implications of the reconfiguration of powers and functions
of the various spheres of government (such as asset and staff transfers) is still some way off.
The Bill also does not provide any further clarity on the tax structure reforms that will be
necessary to support the implementation of NHI, providing only that the sources of income of
the NHI fund would include inter alia money appropriated by Parliament, and that the Minister
of Health must, in consultation with the Minister of Finance, annually determine the budget and
allocation of revenue of the fund.50
The Bill does, however, take steps toward integrating medical benefits currently reimbursed
through the Compensation Fund for Occupational Injuries and Diseases Act, 1993 (Act No. 130
of 1993) (COIDA), the Occupational Diseases in Mines and Works Act, 1973 (Act No. 78 of
1973) (ODMWA) and the Roads Accident Fund Act, 1996 (Act No. 56 of 1996) (RAF). The
Bill provides for the amendment of these pieces of legislation to remove compensation for
50

Section 49 of NHI Bill
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medical benefits,51 on the assumption that medical benefits would be available to those in need
of care through the NHI.
Policy decisions on the timing and scope of NHI implementation will inevitably need to be made
within a penumbra of uncertainty on its projected costs, but a key focus of work during the
transitional implementation phases must be on reducing the margin of uncertainty to ensure that
the required policy decisions are as informed as possible.
During this implementation phase, an equally important consideration for containing costs as
much as possible is to ensure that the pace and sequencing of the implementation process are
optimal. For example, it would be undesirable and costly if there was a period in which existing
beneficiaries of medical schemes are paying for NHI through increased taxes but do not yet have
opportunity to enrol in the NHI because of system or coverage constraints. This would result in
an undue financial burden on households.
A clearer roadmap, accompanied by a detailed logical framework with performance indicators
for the implementation period, would contribute toward ensuring that there are no avoidable
delays or cost escalations as part of the implementation process.
6.4
Critical success factor D: The benefits to which NHI beneficiaries are entitled, and their
limitations, are adequately defined and are sufficiently comprehensive.

As mentioned above, the NHI Bill enables the Minister of Health to make regulations on the
“scope and nature of health service benefits and programmes and the manner in, and the extent
to which, they must be funded”.
The Bill nevertheless provides for decision-making around benefits to be guided by the
establishment of a benefits advisory committee.52 Provision is made in the transitional
arrangements for the ministerial advisory committee on health care benefits for national health
insurance to be a precursor to the benefits advisory committee, and to advise the minister on a
process of priority setting to inform the decision-making processes of the fund to determine the
benefits to be covered.53
Given the significant concerns around the affordability of NHI, together with concerns to ensure
that the intended impact of NHI is achieved, it would be appropriate for the legislature to be
more prescriptive on the considerations which must be taken into account by the benefits
advisory committee when making its recommendations/determinations. In determining these
criteria, consideration should also be given to the Davis Tax Committee recommendation of a
“fiscal rule to link NHI spending with the availability of fiscal resources” (Davis Tax Committee,
2017).
51

Section 58, read with the Schedule to the Bill
In terms of section 25(5)(c), the Benefits Advisory Committee must determine the health service benefits, in
consultation with the Minister and Board.
53
Section 57 of the NHI Bill
52

150

Financial and Fiscal Commission:
Technical Report for the Division of Revenue, 2021/22

7.

Conclusion

Using the logic model of inputs, to activities, outputs, outcomes and impact, this research
identified critical success factors (CSFs) for the NHI implementation, specifically focusing on
the extent to which the NHI Bill speaks to the first four CSFs and other recommendations:
7.1

Recommendations

7.1.1 Enabling policy and legislative framework
The Minister of Health and the Minister of Finance to ensure an enabling policy and legislative
framework, aligned between spheres of government. The Minister of Finance should include
these deliberations in Annexure W1 of the Division of Revenue Bill with implications on the
Bill, as well as the Budget Review document. Although in section 3(4) of the NHI Bill states
that the NHI Act does not in any way amend, change or affect the funding and functions of any
organs of state. However, according to section 239 of the Constitution, an organ of state includes
not only government departments but would include the NHI fund itself as entities vested with
public powers and functions in terms of the NHI Bill. Therefore, the operation of any provision
of the Bill which in any way amends, changes or affects the funding and functions of any of
these organs of state is in effect suspended until the suspensive condition provided for in section
3(4) of the NHI Bill has been fulfilled.
7.1.2 Common understanding of capacitation
The Minister of Health and the Minister of Finance should jointly come to a common
understanding on how to capacitate institutions with clearly defined responsibilities, supported
by a consistent intergovernmental fiscal relations framework detailing the fiscal implications.
The deliberations between the two Ministries should find expression in Annexure W1 of the
2022/23 Division of Revenue Bill with estimated fiscal implications on the Bill, as well as the
2022 Budget Review document. The NHI Bill provides a reasonably solid enabling framework
for the establishment of the fund as a legal entity, duly vested with the necessary powers to
enable it to perform its functions. Difficulty arises, however, in the coherence of the framework
for intergovernmental and fiscal arrangements to support the implementation of NHI. Indeed,
the white paper makes it clear that NHI will entail a major restructuring of powers and functions
within government. Hence, any policy uncertainty such as details on what the reconfigured
powers and functions, fiscal and operational, amongst the three spheres of government will
essentially become risks that have an impact on the success or failure of the sector
transformation.
7.1.3 Common understanding of funding requirements and sources
The Minister of Health and the Minister of Finance should come to a common understanding of
how the funding requirements and funding sources for NHI are determined, and the necessary
revenue is available to meet those requirements. This funding model should be developed based
on real, empirical data with robust modelling of the public’s needs to health care, to be expressed
in the Tax Matters and Revenue Laws of the Budget Review of 2022/23. The NHI Bill does not
in and of itself provide the information needed to allow for much-improved cost estimates. For
151

Financial and Fiscal Commission:
Technical Report for the Division of Revenue, 2021/22

example, a key costing consideration is the scope, benefits and nature of health service benefits
and programmes and the manner in, and the extent to which, they must be funded, but as
discussed above, this determination will be made by way of regulation. Furthermore,
understanding the cost implications of the reconfiguration of powers and functions of the various
spheres of government (such as asset and staff transfers) is still some way off.
7.1.4 Adequately define benefits and their limitations
In conjunction with the previous recommendation, the Minister of Health and the Minister of
Finance must ensure that the benefits to which NHI beneficiaries are entitled, and their
limitations, are adequately defined, and are sufficiently comprehensive, informed by data and
actuarial and financial modelling. This should be expressed in the charter of the benefit advisory
committee of the national Department of Health, to be approved by the Minister of Health in
consultation with the Minister of Finance. The Bill nevertheless provides for decision-making
around benefits to be guided by the establishment of a benefits advisory committee. Provision is
made in the transitional arrangements for the ministerial advisory committee on health care
benefits for national health insurance to be a precursor to the benefits advisory committee, and
to advise the minister on a process of priority setting to inform the decision-making processes of
the fund to determine the benefits to be covered.
7.1.5 Consult with professionals in the health sector
The Commission would like to emphasise that the reform of the health care sector belongs to the
health professionals working in the sector. The Minister of Health should, therefore, consult
health care industry leaders and experts, and health workers such as doctors, nurses, pharmacists
to inform clear and decisive positions taken on the ‘how’ and the ‘when to embrace the NHI
framework. Field research conducted by the Commission indicates that health professionals in
the country see potential in rearranging and redefining the roles and responsibilities of the health
professional team members as a means to boost the efficiency of the health care capacity. More
specifically, certain scopes of the medical healthcare professionals can be restructured for
medical procedures and treatments to be performed by nurses and pharmacists under the
supervision of a doctor, thereby saving unnecessary costs, time and delays in treatment.
7.1.6 Eradicate wastage, corruption and leakages
The Commission would also like to urge the Minister of Health to examine and eradicate the
wastages, corruption and leakages in the procurement system of health care goods and services,
by consulting health professionals and workers with the necessary expertise and professional
integrity. A portion of the department’s budget should be set aside for establishing a technical
committee of health professionals to decide on purchasing and procuring of facilities,
instruments and drugs. The field research conducted by the Commission by visiting state
hospitals and clinics indicates that the control of stock by certain provincial administrations is
compromised by technical deficiencies, resulting in wastages, corruption and leakages on
unnecessary costs of expensive stocks and drugs. There is a need to restore the procurement of
health care equipment, instruments, drugs and procedures to be based on expertise and integrity
of the healthcare profession. Supply chain management of drugs should be run by qualified
pharmacists, to reinforce the practitioners’ role in the health care value chain. To that end, the
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NHI Bill 2019 is rightfully proposing a decentralised structure of decisions in respect of supply
chain management, pharmacy, human capital specialities and stock purchasing managed by
experts at the facilities, while the relevant committee sets the standard, norms and practices as
guidelines. However, decentralisation could mean corruption, inter-institutional weaknesses and
lapses causing leakages. It is therefore advised that there needs to be a committee of experts for
pharmaceutical purchasing and procurement of drugs.
7.1.7 Reforms
The Commission recommends the following reforms to the Minister of Health:

Define primary health care, nurse-based care, community workers’ role and primary health
care (differentiate between curative and preventative care);

Integrate between the private and public sectors of referrals and services as one health team
to fast-track curative health care services;

Decelerate the building of new hospital facilities, rather consolidate and make use of the
existing private and public healthcare facilities and regulate with norms and standards;

Remove information asymmetry of prices between private and public care, medical aid
and non-medical aid services to promote cost-efficiencies and

Expand health workforce subsidies and wages to increase labour productivity and growth.
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Chapter 6:
Family and community
welfare services
Sasha Peters
1.

Introduction

The right of all individuals to a minimum level of social protection is acknowledged by the
Sustainable Development Goals (SDGs) 2030. In low and middle income countries, social
protection is equated with interventions aimed at addressing poverty and vulnerability. In South
Africa, social protection interventions are an important mechanism for poverty alleviation
(Presidency, 2014). Kkey elements of the social protection system include the provision of social
assistance, access to free basic services, social insurance arrangements, income support for
working age poor, social relief and developmental social welfare services. All individuals and
families have the right to a minimum level of social protection. Governments generally subsidise
the provision of these services so that indigent households can access them for free while higher
income households pay tariffs/levies to access them. The implication of this is that there are
variations in the access and quality of social protection services and these variations are often
visible along income, and, in South Africa, racial lines. In education, higher income groups are
able to access private, well-resourced schools, while the majority of South Africans have to
attend public schools. Similarly with respect to health care and other social services. As noted
by Spaull (2015) on education, the emergence of these dualistic systems of delivery serve to
replicate our unequal society as opposed to transforming it. Table 23 provides examples of the
different components of social protection.
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Table 23: Different types of social protection interventions
Type of social protection

Example

Social assistance

Cash grants for children, the aged and persons with disabilities

Access to free basic services

Shelter, water, sanitation and energy for poor households

Statutory social insurance arrangements

Unemployment Insurance Fund (UIF), Compensation for
Injuries and Diseases Act and the Road Accident Fund (RAF)

Income support for the working-age poor

Public works programmes

Developmental social welfare services

Entails a focus on individuals, families and communities

Social relief

Short-term relief funds for major disasters, such as fire, floods
or other natural disasters

Free education and healthcare

Free education in schools in poor communities, a school
nutrition and transport programme
Free healthcare for pregnant women and children under six

Source: Presidency, 2014.

1.2

The problem

The wellbeing of families should be considered a public good and a key priority for any
government. This is because stable and supportive families are a positive influence on the
functioning of society, as they contribute towards social cohesion and more stable communities,
and are associated with high levels of productivity and low levels of crime, violence and
substance abuse (Zeihl, 2003). They also play a crucial role in moulding and caring for a
country’s future assets: its children.
Unfortunately the majority of families in South Africa, and by extension the communities in
which they live, face many pressures that are detailed in the National Development Plan (NDP)
2030. These include:

The spatial legacy of apartheid, whereby people live far away from their workplace which
limits their amount of family time;

High levels of HIV/Aids, orphan-headed households and interpersonal violence (the
second highest cause of death in South Africa); and

Poverty that means families struggle to ensure education and health care for children, the
elderly and disabled (NPC, 2012).
1.3

Objectives of the study

Most of the previous work by the Commission on social development has focussed on social
security grants (see for example the 2010/11, 2011/12, 2014/15 submissions for the Division of
Revenue). However, in 2003 and 2005, recommendations on the financing of social welfare
services were made. The gist of the recommendations in both 2003 and 2005 was for government
to include a separate consideration for allocations to social welfare services in the provincial
equitable share (PES) allocation and for the establishment of norms and standards to guide the
delivery of a defined minimum basket of social welfare services by provinces. This current
analysis hones in further on social welfare services and focusses specifically on interventions in
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respect of family and community welfare services. The research will be guided by the following
questions:



1.4

How are family and community welfare services currently financed and what is the current
policy context underpinning existing levels of funding?
What are the key challenges that hamper the delivery of family and community welfare
service which, if addressed, could yield improved performance in the sector?
Literature review

As alluded to in the introduction to this chapter, South African, families and by extension, the
communities they live in, are characterised by a range of challenges. The National Development
Plan (NDP) summarises these as follows:





“The racially separated communities created by apartheid mean that people live far away
from work. This limits the time available to perform all the functions of the family.
Impoverished families find it difficult or impossible to ensure adequate education and
healthcare for children or to provide for the elderly and disabled.
There is a high incidence of HIV/AIDS and an increasing numbers of orphan-headed
households.
South Africa has a high incidence of interpersonal violence. A high proportion of this is
between family members. Interpersonal violence is ranked as the second highest cause of
morbidity in South Africa” (National Planning Commission, 2011:462).

In responding to apartheid-inherited and existing challenges faced by families and communities,
government provides a range of services to families (see Figure 42). As is evident from Figure
42, the provision of services to families and communities are provided by different departments,
across the various spheres of government. The Department of Social Development (DSD) is the
custodian of government policy and plans on families.
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Figure 42: Selection of services aimed at assisting families and communities by department
or sphere of government

Source: Martin et al. (2018)

In South Africa, social welfare services refer to “services and programmes that are provided to
meet social needs and create opportunities for people to realise their potential. Such services
include:
 Prevention and promotion;
 Social assistance and social relief;
 Protection;
Statutory social support;
 Restorative, rehabilitative and therapeutic continuing care and reintegration; and
 Aftercare services (DSD, 2013).
According to the DSD, the sector, “…renders services through three broad programmes; social
security, social welfare and community development” (DSD, 2005).
1.4.1 Impact of social welfare services
Owing to the limited literature as well as the aforementioned definitional issues, it is difficult to
provide a comparative review across various countries on the impact of social welfare services
on economic growth or other social outcomes. This is because the findings of a case study in a
particular country may not necessarily be applicable to other countries, irrespective of whether
they are similar in terms of their levels of economic progression.
However, lessons can be drawn from various countries when the impact of the individual
programmes that form the basket of social welfare services are considered. Table 24 below
presents a summary of the literature on the impact of various types of social welfare services on
social outcomes. In particular, it focuses on social assistance and relief services, rehabilitation
services, re-integration services and restorative services. Tanga and Manyeli (2014), who
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reviewed the extent to which Lesotho’s government social welfare programmes as a whole were
responsive to the needs of rural recipients, found that social welfare programmes had a positive
impact on the welfare of its recipients. However, owing to the poor funding of the social welfare
sector, the social welfare programmes have had a limited reach and have not responded
adequately to the increasing social needs of its citizens (Tanga and Manyeli, 2014). This is the
case in South Africa as well. In summary, the literature reveals that social welfare services can
have a positive impact on social outcomes. Social assistance services can, for instance, contribute
to towards improving the educational outcomes of vulnerable children as well as improve the
food security of poor households. Rehabilitation services can serve to ensure that rehabilitees
maintain sobriety and do not relapse. Re-integration and restorative services can serve to
strengthen the functioning of individuals and families.
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Table 24: Summary of literature: Impact of social welfare services
Country/
case study

Service/intervention

Lesotho

Social welfare services:
Shelter, clothing, food
parcel, education,
medical care,
counselling,
preventative, educational
talks, personal family
allowance, monthly
public assistance and
old-age pension, family
welfare benefits, other
in-kind assistance
Short Term Plan of
Action for OrphansSTPA

Botswana

Nature of
service/
intervention
Social
assistance/
prevention
and promotion
services/
social
assistance/

Aim

Impact

Provide a minimum
level of income,
service or other
types of support to
marginalised groups
such as the poor,
older people,
children, and people
with disabilities

The social welfare programme
as a whole responded to the
needs of its rural recipients

Social
assistance
services

Respond to the
immediate needs of
orphans (food,
clothing,
educational costs,
shelter, protection,
care and
psychosocial
support)

Ability of caregivers to care for
orphans has been strengthened
Orphan’s access to primary
education has improved

Kenya

Drug Rehabilitation
Programmes

Rehabilitation
services

United
States

Re-integration of exoffenders programme
(RExO)

Re-integration
services

United
States

Victim-offender
mediation programme

Restorative
services

To reduce
recidivism in urban
communities with
significant numbers
of returning exoffenders by helping
individuals find and
prepare for
employment
To give young
offenders an active
role in restoring the
damage done by the
offence

The programmes are most
effective when it comes to
continuing/after care-they are
able to assist rehabilitees
maintain sobriety
RExO had a positive effect on
participants’ labour market
outcomes
Programme had little effect on
recidivism rates but had some
effect on arrest rates; the
programme delayed re-arrest,
particularly among those with
at least a highs school diploma
Victims were satisfied with the
outcome of the programme
In terms of emotional impact,
victims were significantly less
upset about the crime after the
mediation session and were less
sacred of being revictimised by
the offender

Source: Berhane et al (2014); Favara et al (2016); Maundeni and Mupedziswa (2017); Porter and Goyal (2009);
Sereta et al (2016); Tanga and Manyeli (2014); Wemmers and Canuto (2002).
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1.5

Methodology

The analysis in this chapter is underpinned by a multipronged methodological approach. This
methodology ensured that data was collected through different methods and stakeholders, which
enabled the triangulation of observer, data source and method, in order to strengthen the richness,
depth and reliability of the research. In the first instance, key sectoral documents, in particular
the White Paper for Social Welfare (South Africa, 1997), the Children’s Act, 2005 (Act No. 38
of 2005), the White Paper on Families (South Africa, 2013) and the Review of the White Paper
(DSD, 2016), were analysed to get an understanding of the current funding and delivery of these
services. The financial data (budget and spending) on social welfare spending for 2003/04 to
2018/19 was sourced from the National Treasury, while the key implementation, coordination
and other challenges characterising the sector were ascertained through semi-structured
telephonic interviews with stakeholders from government and civil society.
2.

Contextualising the delivery of family and community welfare services

2.1

Policy and legislation underpinning the delivery of family and community welfare services

The social welfare services system inherited from the apartheid government in 1994 required
significant overhaul. Section 27(1)(c) of the Constitution guarantees the right to social security
and social assistance, which should be progressively realised for all eligible beneficiaries. To
effect transformation and restructuring in the sector, the White Paper for Social Welfare was
adopted in 1997. The white paper entrenched the concept of developmental social welfare, which
was emphasised in the democratically elected government’s Reconstruction and Development
Programme. As noted in the review of the white paper, the concept of developmental social
welfare recognises that, “…the outcomes of the multiple deprivations of the majority of black
South Africans contribute to social conditions, which continue to make families, households and
communities vulnerable. With the high levels of poverty and inequality continuing in South
Africa today, this recognition remains important” (DSD, 2016:20). Developmental social
welfare thus represents an approach and the delivery of services that seek to provide social
protection to the most vulnerable and at risk members of society. Based on this approach, Table
25 provides a high level summary of the broad service areas and levels of intervention
undertaken in the social welfare services sector. Essentially the developmental model implies a
shift away from what is referred to as the residual model where state intervention occurs only in
severe or critical cases towards an approach that emphasises a more proactive approach that
favours preventative and early intervention type services.
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Table 25: Interventions and focus areas guiding the social welfare sector
Services

Levels of intervention

Prevention and promotion

Life stages

Prevention

Children

Early intervention

Youth

Social assistance and relief
Support

Social crime prevention
Victim empowerment

Therapeutic, rehabilitation, restorative

Reintegration and aftercare

Poverty alleviation
Social integration

Protection and statutory

Continuing care

Focus areas

Statutory and secondary
intervention

Adult

Protection of vulnerable

Reunification and
aftercare

Older
Persons

Prevention, care and support of
HIV and Aids
Prevention, care and support of
substance abuse
Prevention, care and support of
mental/social wellness

Source: Framework for Social Welfare Services, 2013.

Table 26 provides an overview of the different policies and applicable pieces of legislation
within the social development sector. Speaking specifically to families, the White Paper on
Families was promulgated in 2013.
Table 26: Overview of policy, legislation and departmental regulations guiding the delivery
of social welfare services
Broad statements of
government policy

Service focus areas

Legislation

White Paper on Social
Welfare (1997) – under
review

Services to
Children

The Children’s Act, 2005
(Act No. 38 of 2005)

White Paper on Families
(2013)

Services to Youth

Prevention and Treatment
of Substance Abuse Act,
2008 (Act No. 70 of 2008)

White Paper on the Rights
of People with Disabilities
(2016)

Services to Adults

Anti-Substance Abuse
Policy
National Policy Guidelines
for Victim Empowerment
South African Older
Persons Policy

Services to Older
Persons

Prevention of Domestic
Violence Act, 1998 (Act
No. 116 of 1998)

Departmental regulations
or service standards

Generic Norms and
Standards for Social
Welfare Services (2013)
Integrated Service
Delivery Model (2005)
Framework for Social
Welfare Service Delivery
(2013)

Older Persons Act, 2006
(Act No. 13 of 2006)
Nonprofit Organisations
Act, 1997 (Act No. 71 of
1997)

Policy on Services for
People with Disability

Social Service Professions
Act, 1978 (Act. 110 of
1978)

Policy on Financial
Awards

Child Justice Act, 2008
(Act No. 75 of 2008)

Integrated Social Crime
Prevention Strategy
Source: Commission compilation
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The White Paper on Families has three objectives, namely to:

“Enhance the socialising, caring, nurturing and supporting capabilities of families so that
their members are able to contribute effectively to the overall development of the country;

Empower families and their members by enabling them to identify, negotiate around, and
maximise economic, labour market, and other opportunities available in the country; and

Improve the capacities of families and their members to establish social interactions which
make a meaningful contribution towards a sense of community, social cohesion and
national solidarity” (RSA, 2013).
Table 27 outlines the three strategic priorities guiding the policy. As is apparent in the section
on spending trends, DSD activities around families centre largely on statutory interventions – ie,
strategic priority 3. This is also the view of the analysis conducted by Patel et al in 2018.
Table 27: Strategic priorities underpinning the white paper on families
Strategic Priority
Promotion of health family
life

Family strengthening

Family preservation

Focus
 Affirm the importance of the family
 Respect the diverse family types and values in South Africa
 Foster stable marital unions
 Promote intergenerational solidarity
 Promote positive values and moral regeneration
 Promote gender equality
 Encourage fathers’ involvement in upbringing of children
 Encourage responsible parenting
 Commission/fund national research
 Establish a family focussed approach
 Improve the economic capacity of families
 Ensure income and basic social security
 Support the family in care giving functions
 Promote family solidarity
 Provide adequate healthcare
 Develop family focussed HIV/Aids interventions
 Strengthen community support
 Develop regional/international collaborations and partnerships
 Prevention
 Early intervention
 Statutory intervention
 Reunification and aftercare

Source: RSA, 2013.

The implementation of the policy requires significant multisectoral effort across numerous
different departments and spheres of government with the DSD as the lead department. As
research by the Commission has confirmed, the implementation and coordination of
multisectoral policies and interventions (concurrent functions) has been notoriously difficult to
achieve in South Africa (FFC, 2020).
2.2

Socio-economic climate affecting demand for social welfare services
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Table 28 and Table 29 provide a sense of the demand drivers for social welfare services as well
as where the demand is highest. Based on demographic and poverty indicators, Eastern Cape
and Limpopo face greater demand for welfare services than other provinces. Rising
unemployment and general economic decline contributes to an increase in the demand for social
welfare services. Given the impact of the Covid-19 pandemic and associated lockdown, these
indicators and the demand for services is likely to become more pronounced.
Table 28: Selected demographic indicators by province
Province

Eastern Cape
Free State
Gauteng
KwaZuluNatal
Limpopo
Mpumalanga
Northern
Cape
North West
Western Cape
TOTAL

Total
population
(000)

Percentage
of children
(0-15 years)
(%)

Percentage
of youth
(15-34
years) (%)
31.7
34.2
37.5
35.9

Percentage
of double
orphans
(under 18
years) (%)
2.8
3.1
1.7
2.4

Percentage
of disabled
persons (age
5 and up)
(%)
5.0
5.3
3.0
4.0

Percentage
of older
persons
(age 60 and
up) (%)
11.3
9.8
8.4
8.3

6 508
2 891
14 661
11 215

33.2
29.0
23.9
31.6

5 854
4 523
1 230

33.3
30.1
29.0

33.7
35.9
33.4

1.7
2.2
1.9

6.5
4.4
6.4

8.9
7.8
10.2

3 925
6 650
57 457

29.7
24.8
28.8

33.6
34.2
35.1

1.8
0.3
2.0

6.4
3.5
4.4

8.8
10.0
9.0

Source: General Household Survey (GHS) 2018, Mid-Year Population Estimates Report Tables, 2018 and 2019.

Table 29: Selected poverty indicators by province
Province

Eastern Cape
Free State
Gauteng
KwaZulu-Natal
Limpopo
Mpumalanga
Northern Cape
North West
Western Cape
TOTAL

Unemployment
rate (%)

Grant
beneficiaries,
2018 (%)

Children living in
poverty (%)

Adults living in
poverty (%
headcount rate)

35.4
34.4
31.1
26.1
20.3
34.7
29.4
33.0
20.4
29.0

41.9
34.0
19.2
36.5
40.1
34.5
38.0
34.2
22.1
31.0

17.8
4.8
12.6
26.6
13.9
8.3
2.1
7.2
6.7
100

67.3
48.9
29.3
60.7
67.5
54.6
54.4
59.6
33.2
49.2

Source: GHS 2018, Men, Women & Children: Findings of the Living Conditions Survey 2014/14, Quarterly Force
Survey Quarter 2 2019
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3.

The services delivered by social development departments

While Table 25 provides a broad sense of the focus areas of the various interventions delivered
in this sector, Table 30 provides a more detailed illustration of the specific services. In line with
Budlender and Francis’ 2014 paper on budgeting for social welfare across South Africa’s nine
provinces, the services are categorised into four programmes with various subprogrammes. It is
clear that this sector has a significant service delivery responsibility to the poor and vulnerable
in society.
Table 30: Social welfare services delivered by provincial social development departments
Social welfare services
• Services to older
persons
• Services to persons
with disabilities
• HIV and Aids

Children and families
• Care and services to
families
• Child care and
protection
• ECD and partial care
• Child and youth care
centres
• Community based
care services for
children

Restorative services
• Crime prevention and
support
• Victim empowerment
• Substance abuse,
prevention and
rehabilitation

Development and
research
• Poverty alleviation
and sustainable
livelihoods
• Youth development
• Institutional capacity
building and support
for NGOs

Source: Adapted from Budlender and Francis (2014).

4.

Human resources

The developmental social welfare services sector has a deficit of capacity. Personnel is the main
cost driver in this labour intensive sector and adequate supply of social services practitioners is
critical if service delivery is to take place. There are nine different categories of social service
professionals, namely:

Social workers;

Social auxilliary workers;

Child and youth care workers;

Assistant child and youth care workers;

Community development practitioners;

Assistant community development practitioners;

Probation officers;

Assistant probation officers; and

Care givers.
While all the above listed social service professionals are critical, social workers and the skills
and service they provide are integral to the delivery of services across the bulk of interventions
offered in the sector. Table 31 is sourced from the DSD’s human resources demand and supply
model and provides a sense of average task allocation per social service professional across the
different intervention areas. Except in the care services to older persons, social workers are
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centrally involved in the delivery of most services. Notwithstanding various measures
implemented by government to address shortages of critical social service professionals
(including the implementation of occupation specific dispensation (OSD), learnerships for social
workers and a conditional grant to fund the employment of social work graduates, implemented
in 2016), shortages of required staff remain.
Table 31: Average task allocation of social work practitioners across the various services
(in percentage)
Service
Social worker
Child protection services
Care services to older
persons
Services to persons with
disabilities
Crime prevention and
support
Substance abuse
programmes
HIV/AIDS
Sustainable livelihoods
and poverty alleviation
Food and nutrition
programmes
Care and support to
families
Women empowerment
programme
Youth empowerment
programme
Victim empowerment

55
20

Type of social service professional
Social auxilliary Child youth care
worker
worker
22
20
22
3

Care giver
8
55

53

22

20

6

55

22

17

6

55

22

18

5

53
55

22
22

20
18

5
5

55

22

18

5

53

22

20

5

53

22

20

5

53

22

20

5

53

22

20

3

Source: DSD, undated.

5.

Information management

The 1997 White Paper for Social Welfare envisaged the development of a national information
system for social welfare that would be used to inform policy formulation, planning and
monitoring (DSD, 1997). The 2013 Framework for Social Welfare Service document elaborates
on this, noting that information management and technology systems across the national
department, its nine counterparts and those in civil society (the NPOs) should be, “…integrated
to develop one system that is maintained and supported and meets the needs of all partners”
(DSD, 2013). To date, such a system does not exist. An assessment of the provincial performance
report which details the extent to which provincial departments of social development have met
their targets, indicates that a number of a number of indicators were not reported on, while
provincial departments exceed their targets on various other indicators (over performance of
targets). Thus performance reporting presents a work in progress for the department. Various
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stakeholders interviewed raised the concern that while, for example, NPOs are expected to
submit and report on various types of information, they are not clear on what happens to that
information or how it is used. Apart from the child protection register, most social welfare
services data and information is fragmented and manual based.
6.

Spending trends

Funding for the delivery of social welfare services are allocated to the nine provinces through
the provincial equitable share (PES) allocation. Currently, six components guide the PES
allocation to provinces; namely, education, health, basic, institutional, poverty and economic
activity. Generally the poverty component which is based on income data and attempts to
reinforce the redistributive nature of the formula, serves as a proxy for social welfare needs per
province. As noted in the review of the white paper, this component comprises three per cent of
the total PES allocation (education and health are the largest components at 48 and 27 per cent
respectively). While the proportional share of other components have adjusted over the years,
the poverty component has not and has remained at three per cent. This is despite increases in
the demand drivers in the sector (population growth, increases in unemployment) as well as
shifts in legislation which have expanded the mandate/responsibilities of the DSD and its nine
provincial counterparts (DSD, 2016). This issue is complex – for example to be included in the
formula, data, amongst other aspect, needs to be reliable and robust. Unfortunately, the sector
has a way to go in this regard. The approach to funding though is an integral issue that requires
a collaborative unpacking by the key role players in the sector.
Given the discretionary nature of the PES allocation, provinces determine how to fund social
welfare services within their respective domains. On aggregate, provincial social development
departments, who are responsible for social welfare services, spent just over R20.7 billion in
2018/19 (see Figure 43). On average, and since the shifting of social security to the national
sphere, this translates to the equivalent of four per cent of the PES allocation.
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Figure 43: Aggregate spending on provincial social development, 2003/04 to 2018/19
(R’000)
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Relative to other significant provincial service delivery responsibilities, specifically social
services like education and health, the share of spending by social development departments
have been consistently below five per cent over the past eight years (see Figure 44). Education
spending is responsible for the bulk of provincial spending. While the average share of spending
attributed to provincial education departments has declined from 56 per cent in 2010/11 to 53
per cent in 2017/18, the opposite is true for provincial health spending, which increased from
39.8 per cent of total provincial social services spending in 2010/11 to 42.5 per cent in 2017/18.
This has occurred against the backdrop of a relatively static proportional share of spending by
social development.
Figure 44: Proportional share of provincial social services spending (%)
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Source: Commission’s compilation from National Treasury database.
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In terms of allocations by main programme within provincial social development departments,
over the period 2012/13 to 2018/19, Figure 45 shows that the children and families programme
dominated, consuming 45 per cent of the budget on average. The second biggest programme is
the social welfare services programme followed by restorative services and development and
research. In respect of the above, it should be noted that while the children and families
programme dominates, the subprogramme that drives expenditure within this programme is the
ECD and partial care subprogramme (see Figure 47 below).
Figure 45: Nominal allocations to key service delivery programmes of provincial social
development departments
9,000,000
8,000,000
7,000,000
6,000,000
5,000,000
4,000,000
3,000,000
2,000,000
1,000,000
0
Social Welfare Services
2012/13

2013/14

Children and Families
2014/15

2015/16

Restorative Services
2016/17

2017/18

Development and Research
2018/19

Source: Commission’s compilation from National Treasury database.

As is evident from Figure 46, towards the end of the period reviewed (2018/19), the strongest
real growth is in respect of the two smaller programmes, namely the restorative services and
development and research programmes. On average, over the period 2012/13 to 2018/19, this
programme shows the strongest real growth of 3.1 per cent. This hints at attempts to prioritise
restorative services, but the rate of growth remains low.
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Figure 46: Real growth in key service delivery programmes of provincial social
development departments
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Source: Commission’s compilation from National Treasury database.

Figure 47 shows the allocations per subprogramme over the period 2012/13 to 2018/19. Over
the entire period, the ECD subprogramme is the largest, consistently receiving one fifth of the
total allocations across these key service delivery subprogrammes. There is a clear prioritisation
of resources towards the wellbeing of children as is evident in the large allocations for the ECD
and the child care and protection subprogrammes. Once the ECD budget is shifted to the DBE,
this significant portion of the resources will be removed from the DSD. The institutional capacity
building and support subprogramme, which aims to build capacity within NPOs, consistently
receives under three per cent of the total allocation to these subprogrammes.
Figure 47: Allocations to key service delivery subprogrammes, 2012/13 to 2018/19
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Source: Commission’s compilation from National Treasury database.
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7.

Analysis and findings

7.1.

Disconnect between policy and practice

In 1997, the White Paper for Social Welfare introduced the concept of developmental social
welfare, which required a significant change in the focus and approach within the sector (South
Africa, 1997). Prior to the white paper, government’s service delivery model emphasised
statutory interventions, such as providing alternative state care and protective services. The white
paper shifted the emphasis to non-statutory services, ie, preventative and early intervention
services that take a more proactive approach to identify children, families and communities at
risk. The rationale is to move away from intervening after a need has arisen, to intervening before
a need, such as abuse, neglect or exploitation, arises.
Taking their lead from the white paper, all subsequent family and community welfare-related
legislation and policies54 emphasise prevention and early intervention for at-risk individuals,
families and communities. For example, the Children’s Act (Clause 146) requires provincial
MECs to ensure money is allocated to prevention and early intervention programmes aimed at
preventing abuse, neglect and exploitation of children. Such programmes include parenting
skills, counselling for children who have suffered trauma, and information on how to access
grants and services. Unfortunately however, very few large-scale parenting programmes are
being implemented nationally, and none are fully funded by government. There are a number of
effective parenting programmes in South Africa, such as the Early Learning Resource Unit’s
family and community motivator programme, and the Foundation for Community Work’s family
in focus programme, but none of these are offered throughout the country.
Strengthening families requires integrated interventions, but the provincial care and services to
families programme is particularly important, as it takes a preventative approach to addressing
risks to the functioning of families before they become entrenched. However, provinces attach
a low priority to this programme, as shown in their budgetary allocations. Between 2013 and
2019, none of the provinces allocated more than five per cent of their total budget to this
programme (Figure 48). In 2019, provinces allocated an average of three per cent of total
provincial social development spending (or R533.7 million) to the programme.

For example, the Children’s Act, the Prevention and Treatment of Substance Abuse Act, and the White Paper on
Families (2013).
54
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Figure 48: Provincial allocations for care and services to families programme
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Source: Commission’s compilation from National Treasury database.

Two decades since the promulgation of the white paper, the shift towards a developmental
approach has still to be achieved. Systems for preventative and early intervention services are
weak to non-existent, and the sector remains largely untransformed. It is therefore unsurprising
that provinces are not prioritising programmes that focus on strengthening families and
communities, which are by their nature largely preventative.
7.2

Low prioritisation and integration of family strengthening interventions

At departmental level, provincial departments of social development prioritise their limited
funding in accordance with the untransformed approach to service delivery, and so preventive
and early intervention services are less likely than statutory services to be funded55. This not only
inhibits the real transformation of South Africa’s poor and vulnerable communities but also does
not make economic sense. Prevention and early intervention services are cost effective because
they reduce the demand for more costly government services at a later stage, such as alternative
care in children’s homes, and are an investment in human capital because they provide the space
for children to develop to their full potential (Proudlock and Jamieson, 2008). Furthermore, the
level of integration amongst the various interventions offered via the DSD must be strengthened.
There is local evidence that programmes that provide support and care to families and
communities increase the gains derived from cash transfers, such as the child support grant.
Known as “cash and care” interventions, programmes such as the local Sihleng’imizi56 family
programme complement and scale up the positive benefits of the child support grant in South
Africa (Patel et al, 2019). Sihleng’imizi is a community-based family strengthening intervention
for child support grant beneficiaries and their families to improve child well-being. The study
was carried out through a partnership between the National Research Foundation, the University
of Johannesburg, the City of Johannesburg and Unicef South Africa (Patel et al, 2019).

55

DSD. 2016. Summary Report on the Review of the White Paper for Social Welfare 1997. Pretoria: DSD.
Available at: www.dsd.gov.za.
56
meaning “we care for families”
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Given South Africa’s well developed social security grant system, the possibility thus exists to
maximise the benefits of government’s existing interventions, if they are viewed holistically and
not in isolation of each other. This will not only benefit the beneficiaries of these interventions
but also ensure the state receives greater value for money.
Notwithstanding the above benefits, the transformation to a more developmental approach is not
an “either/or” decision but rather requires a balance between meeting both statutory and
developmental obligations. Achieving this balance can be difficult, as statutory interventions are
more urgent and immediate than proactive or preventive interventions. The Nawongo court case
has also affected the prioritisation of provincial departments of social development. For example,
in the Free State, statutory services are now afforded top funding priority. The stretched
provincial social development budgets tend to deprioritise preventive programmes, specifically
those related to families. The sector clearly needs additional, new funding and a well-thought
out plan to ensure that funding is used to implement developmental programmes. A time-based
approach may assist in achieving a better balance, with greater prioritisation of preventive
programmes. Such an approach views an outcome (for example, a stronger, developmental focus
on preventive measures to strengthen families) as a series of outputs (for example, increased
allocations for effective, targeted, family-strengthening initiatives) that have different
timeframes to achieve the output.
7.3

Lack of reliable data and information

The foundation of sound planning and budgeting is reliable data and information. Yet reporting
at national and provincial level remains largely manual, as the sector does not have an electronic
and integrated reporting system. The result is inefficiencies in the system, and figures/data that
cannot be confirmed because no coherent system is in place. In addition, reliable non-financial
performance data is needed to be able to assess the quality of services, evaluate impact and make
informed decisions on resource allocations.
7.4

Insufficient social service professionals

The lack of social service professionals, especially social workers, required to implement family
and community welfare services, is not new. As far back as 1997, the White Paper for Social
Welfare described the human resource capacity in the welfare field as inadequate to address the
social development needs in the country. Despite various measures to address these shortages,
including implementing occupation specific dispensations, learnerships for social workers and a
conditional grant to fund the employment of social work graduates (from 2016), the sector still
does not have sufficient social service professionals. The Covid-19 pandemic has highlighted
the need for social workers, and at the time of the national lockdown, the Minister of Social
Development indicated the need to recruit an additional 1800 social workers (Mahlati, 2020).
Table 32 summarises the factors that affect the demand and supply of social service professionals
such as social workers. While the demand is driven by external socio-economic factors, the
largely unattractive internal supply factors may serve to inhibit the number of professionals who
are willing to enter into the employ of government.
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Table 32: Demand and supply factors affecting quantity of social service professionals
Demand factors

Supply factors

Internal

External

Internal

External

 Large caseloads and
backlogs
 Budget constraints

 HIV prevalence
 Food insecurity
 Challenges affecting
the wellbeing of
children
 Lifestyle concerns
(alcohol abuse)
 Increased demand for
services to older
persons and people
with disabilities

 Working conditions
(low remuneration and
staff motivation,
related to personal
satisfaction and
recognition)
 Skills and training
specific work
requirements (driver’s
licence)
 High vacancy rates

 Number of graduates in
diversity of social
services categories
 Gap between practical
training of
professionals and job
requirements
 Bursaries, internships
and scholarships
 Retirement, mortality
rates and age profiles
of current professionals

Source: DSD (2019).

Exacerbating the situation is the distribution of social workers, which is uneven and does not
reflect where the need for services and where the bulk of people are located. Within provinces,
the inequalities in the geographic spread of social services professionals are marked: In the
Eastern Cape, 75 per cent of all government-employed community and youth care workers
(CYCW) are located in Nelson Mandela Metropolitan Municipality, which is home to just 18
per cent of the province’s population. Likewise in Limpopo, 75 per cent of CYCWs are
employed in the Capricorn district municipality, which accounts for 23 per cent of the population
(DSD, 2016). It should be noted that a proactive approach to interventions, with a focus on
preventive and early intervention programmes, could reduce the existing high need, especially
for social workers.
8.

Conclusion

Government always speaks of its social protection programmes and to a large extent these have
had a significant impact on the lives of the poor. However when it comes to the Department of
Social Development, it is mainly social security grants that have received attention. When grants
were shifted from the provinces to a national agency, it was hoped that this would result in more
emphasis on welfare services and assisting those at risk members of society. To date, the primary
focus in the sector has been ECD. While this focus on ECD is to be commended and is steeped
in research as to the positive spin-offs, this narrow focus is also the result of limited funding
priority attached to the broader work of this sector – especially a more proactive and preventative
approach to family and community welfare services. This sector should be at the forefront of
developing and implementing interventions that protect South Africans against, and empower
them to deal with, the full range of life contingencies including relationship problems,
addictions, psychological stress, household economic crises, gender based and other violence,
disability, ageing and other social pathologies. For the majority of South Africans there is very
limited access to quality welfare services. Welfare services in respect of strengthening families
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and communities should be afforded the appropriate priority to protect, nurture and activate our
people and human capital.
8.1

Recommendations

The following recommendations are proposed:
8.1.1 Develop a sector plan
The Department of Social Development (DSD) should lead the development of a three-year
progressive realisation sector plan to ensure the establishment of interventions that proactively
strengthen and stabilise at-risk families and communities. For real transformation to happen in
poor communities across South Africa, services aimed at strengthening families and
communities need to be scaled up and aligned to where the need exists. Prioritising funding
towards such interventions should be logical, given that support and programmes aimed at
strengthening families and communities result in positive outcomes. The national DSD and its
nine provincial counterparts should together establish a sector prioritisation plan to guide the
allocation of resources. These should focus on coordinated service delivery interventions over
the next five years and target, in the first instance, the most at-risk communities in South Africa.
Given the increasing levels of unemployment and need across society, urgent action is crucial.
In line with the district development model outlined in the President’s 2020 state of the nation
address, the prioritisation should be detailed down to the district level. In addition, service
delivery progress should be spatially referenced and reported across the 44 district
municipalities.
8.1.2 Establish package of family interventions
Based on emerging local evidence, the DSD should consider establishing a holistic package of
family interventions that combines income support with targeted family care interventions. In
this regard, the Sihleng’imizi programme57 illustrates the potential to scale up the impact of the
child support grant by pairing it with a family-strengthening intervention. Such an approach not
only leads to increased benefits for recipients but also provides value for money, as greater gains
are derived from existing interventions through strategic alignment or pairing.

“Sihleng’imizi” is a South African adaption of the SAFE children family programme, developed by the Families
and Communities Research Group, School of Social Service Administration, University of Chicago, USA. The
programme is a community-based family strengthening intervention for child support grant beneficiaries and their
families to improve child well-being. The study was carried out through a partnership between the National
Research Foundation, the University of Johannesburg, the City of Johannesburg and Unicef South Africa.
57
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Chapter 7:
Investigating the appropriate role
of the state in ECD education
Centre for Early Childhood Development
1.

Introduction

Early childhood development (ECD) education is considered an essential learning phase and the
time of life during which interventions can have the greatest impact. The first one thousand days
of a child’s development are particularly important, as the brain is still developing and the child
is acquiring social and emotional skills (Berry et al., 2013; Ebrahim et al., 2014). Research has
found that attending an ECD programme can have a positive effect on a child’s later school
readiness, irrespective of their socio-economic status (Ramey and Ramey, 2004), although the
effect is heavily dependent on the quality of the ECD programme. For children who miss this
window of opportunity, catching up to their peers later in schooling is incredibly costly.
Therefore, the important and urgent need for investment into this period of children’s
development cannot be overstated.
South Africa has seen progress in ECD in recent years. The country’s policies are, for the most
part, well-constructed, and legislature and government sentiment consistently recognises ECD
as an integral strategy in reducing poverty and inequality in the country. It is evident that
government is aware of the benefits of ECD and is attempting to put the correct policies and
legislature in place to achieve these benefits by offering universal quality access to ECD services.
1.1

The problem

The potential benefits of ECD notwithstanding, the sector is confronted by numerous challenges.
The ECD sector remains fragmented and the inconsistent implementation of ECD policies is a
major challenge (RSA, 2001). Implementation differs from one province to another and even
within provinces, implementation may vary from municipality to municipality. The differences
are not only in how individuals and departments interpret the policies, but also how they
implement, at ground level, the regulations and norms and standards derived from the policies.58
This may well be due to the silo mode of delivery, where each department and government entity
works independently of each other, with little coordination across departments (FFC, 2015). In
addition, current income streams are inadequate to achieve the level of ECD provision required.

58

For example, it is far easier for ECD centres to get registered in the Northern Cape than in Gauteng.
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Notwithstanding these challenges, in the 2019 state of the nation address, the president
announced two years of compulsory ECD and that the Department of Basic Education (DBE)
would take over responsibility for ECD from the Department of Social Development (DSD).
The rationale for this shift is that ECD would join Grade R to the formal education system.
However, before ECD can move to a higher developmental trajectory, various implementation
obstacles need to be addressed.
1.2

Research questions

Four key research questions underpin this study:
1.
Who are the key role-players in the implementation of ECD in the country and are they
fulfilling their mandated roles and responsibilities?
2.
What should the role of the state be in early childhood development (ECD)?
a.
Should the current status quo remain, including the two-year Presidential proposal
or
b.
Should the State play a stronger role and take full responsibility for the well-being
of children from birth to nine years old?
c.
If (b) above or any other model is selected for appropriate public sector ECD
provision; what would the cost implications be?
3.
What are the implications of the decision to introduce two years of compulsory ECD
education including assigning the responsibility for provision and monitoring to the
Department of Basic Education?
4.
What are some of the implementation obstacles which if addressed, can assist in
catapulting ECD onto a higher development trajectory?
2.

Contextualising ECD in South Africa

2.1

The state of children in South Africa

With an ever increasing population in South Africa, and roughly 8.1 million children under the
age of seven in the country, access to ECD is increasingly important. With the added pressure
of a possible second compulsory year of schooling before Grade 1, the demand for ECD will
become a critical issue in the country if it is to meet the needs of its youngest citizens, thus
securing the country’s future. Simultaneously, in a country of significant poverty and inequality,
with critically low matric pass rates, and some of the lowest literacy levels globally, it is crucial
to look to global research for solutions. This has shown that investment into the development of
young children reduces poverty and inequality and yields the greatest return on investment for
the economy and society as a whole.
This significant portion of the population is also the most vulnerable. At present, the majority of
young children are negatively impacted by the country’s apartheid and colonial legacy, and the
resultant socio-economic inequalities, through which most of South African’s children have been
deprived of their fundamental right to education, health care, social services and nutrition. These
rights are protected by South Africa’s Constitution and international conventions. This is
demonstrated in the facts that:
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Approximately four million children (0-5 years specifically) live in the poorest 40 per cent
of households in the country;
Roughly 1.8 million children live in households with no employed adults; and
22 per cent of children (0-5 years) live more than 30 minutes away from the nearest health
facility (Hall et al, 2017; Aubrey, 2017).

Global research has found that more than 40 per cent of children in low- and middle-income
countries are at risk of not attaining their full developmental potential, poverty being highlighted
as the major contributing risk factor (World Health Organisation, 2018). This is understood
through the critical link between income poverty and a reduction in access to services, such as
early education and health care services (Ashley-Cooper, van Niekerk and Atmore, 2019).
According to the South African Early Childhood Review (2017), children from low income
households are significantly less likely than children of wealthier households to participate in an
early learning programme, with 58 per cent of 3-5 year olds in the poorest quintile, compared to
83 per cent of 3-5 year olds in the wealthiest quintile, accessing an ECD programme (Hall et al,
2017). Children from poorer households are also less likely to send their children to centre-based
ECD programmes (Hartinger et al, 2017). Research has also found that children in low income
households receive less stimulation and interactions from their caregivers, making this group of
children particularly vulnerable to sub optimal development.
According to the most recent data, approximately 40 per cent of children (0-6 years old) access
early learning group programmes in South Africa (Hall et al, 2017). Whilst this is a reliable
estimate, it is important to note that statistics in the ECD field are particularly variable, with
various research bodies, government departments and organisations citing vastly different
numbers and rates for ECD provision in particular. While ECD provision has increased in recent
years (mostly due to the increase in Grade R provision in the country), this is still far from
adequate, leaving the majority of young children without access to important services.
The consequences of this inequality are that children enter the formal schooling system with
huge variation in their development and school readiness levels. Children then go through a
dysfunctional schooling system which widens these differences in development and abilities. As
such, it is important to intervene early in a child’s life, in order to reduce the inequality that can
otherwise persist and worsen.
2.2

ECD in South Africa

Since April 1994, when the first democratic election was held in South Africa, a number of
initiatives affecting the lives of young children have taken place. Most significant amongst these
are outlined in Table 33.
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Table 33: Overview of initiatives affecting the lives of young children in South Africa
 The ratification by the South African government of the UNCRC in 1995.
 Free medical and health care for pregnant women and for children aged birth to six years.
 The establishment of a directorate for ECD and lower primary education within the Department of
Education (DoE) in 1995.
 The establishment of a chief directorate for ECD in the national Department of Social Development (DSD)
in February 2015.
 The development and approval of Education White Paper 5 on ECD in 2001.
 The Department of Welfare White Paper of 1997, with a section on ECD.
 The introduction of Grade R for children aged five turning six years, in 2001.
 The expanded public works programme, which included ECD programmes in 2004.
 A nationwide audit of ECD provisioning, completed in 2001.
 The nine provincial DSDs making ECD subsidies available for eligible ECD centres.
 The nine provincial departments of education making grants in aid for Grade R classes.
 The Children’s Amendment Act, 2007 (Act No. 41 of 2007), with two chapters that deal with partial care
facilities and ECD programmes,
 Cabinet approval of the national integrated ECD policy in December 2015.
 On 31 March 2017, 12 081 353 children were receiving social assistance through the Child Support Grant
(South African Social Security Agency [SASSA], 2017: 26).
 The NDP proposes extension of two years of compulsory quality pre-schooling prior to Grade 1.
 President Cyril Ramaphosa’s February 2019 state of the nation address commits to introduce two years of
compulsory ECD.
 Department of Basic Education (DBE) mandated to take over the responsibility of ECD from the DSD.
Source: Commission compilation.

2.3

Legislative and policy imperatives underpinning ECD in South Africa

There are three specific policy initiatives which are paramount in the understanding of
government’s responsibility towards ECD in the South Africa, namely the Constitution of the
Republic of South Africa, 1996 (Act No. 108 of 1996 (Constitution), the Children’ Act, and the
National Integrated ECD policy. These are each discussed in more detail, separately.
2.3.1 The Constitution
Following the democratic election in April 1994, a new Constitution was drafted, which thenPresident, Nelson Mandela, signed into law at Sharpeville on 10 December 1996, and which
came into effect on 4th February 1997. Chapter Two of the Constitution is the Bill of Rights
(RSA, 1996), that records under section 28 that every child has the right:

To a name and a nationality from birth;

To family and parental care, or to appropriate alternative care when removed from the
family environment;

To basic nutrition, shelter, basic health care and social services; and

That a child’s best interests are of paramount importance in every matter concerning the
child.
Section 29(1) of the Bill of Rights records that everyone has the right to a basic education, which
the Constitution does not define, is broad and for which no age group is specified. The
Constitution is significant in ECD policy-making, since it is the supreme law of South Africa,
and all legislation from Parliament is required to be consistent with the Constitution. This
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required the government of the day to meet the social, health and education needs of young
children (RSA, 1996).
2.3.2 The Children’s Act
After a lengthy and protracted process, the Children’s Act, 2005 (Act No. 38 of 2005) (RSA,
2005) replaced the previous Child Care Act, 1983 (Act No. 74 of 1983). The purpose of the Act
was to give effect to the constitutional rights of children (RSA, 2005). While ECD is not referred
to in any detail in the main part of the Act, the Children’s Amendment Act covers ECD
programmes to be provided, in two chapters. The Amendment Act was approved by Parliament
as the Children’s Amendment Act, 2007 (Act No. 41 of 2007). The two Acts have subsequently
been combined into one Act called the Children’s Act, 2005 (Act No. 38 of 2005) (as amended
by Act No. 41 of 2007).
The Children’s Amendment Act is the major legislation detailing ECD. The Amendment Act
provides for ECD in relation to partial care (chapter five of the act) and ECD (chapter six of the
act). Chapter five describes partial care as being provided when a person “takes care of more
than six children on behalf of their parents or care-givers during specific hours of the day or
night, or for a temporary period, by agreement between the parents or care-givers and the
provider of the service” (RSA, 2007: 14).
The funding of partial care facilities is prioritised in communities where families are not able to
provide for their children. Section 92 of the Children’s Amendment Act requires that the Minister
of Social Development develop a national ECD strategy and determine national norms and
standards for partial care facilities and may make regulations for these ECD programmes (RSA,
2007).
Chapter six of the Children’s Amendment Act covers ECD and states that the member of the
executive committee (MEC) for social development in each province may fund ECD
programmes for that province. Funding of ECD programmes must be prioritised in communities
where families are not able to provide for their children, and ECD programmes must be available
to children with disabilities. In terms of the Act, ECD programmes must be registered with the
provincial head of social development of the province where that programme is provided.
Providers of ECD programmes qualify for funding if they comply with the national norms and
standards.
2.3.3 The national integrated ECD policy
On 9 December 2015, the Cabinet approved the national integrated ECD policy (RSA, 2015).
The policy provides for a comprehensive and integrated package of ECD programmes that would
be universally available to children. In this policy, ECD is recognised as a universal right of
children, a national priority and a public good to which all young children are equally entitled.
The vision of the policy is that “[a]ll infants and young children and their families in South
Africa live in environments conducive to their optimal development.” The policy introduces a
national integrated and comprehensive ECD system to ensure universally available access to
quality ECD from conception until the year before children enter formal school, and documents
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the responsibilities of the government. In providing ECD, government would ensure that highquality, appropriate ECD programmes and resources necessary for the optimal survival, growth,
development and protection of young children would be available.
The policy has three goals to be achieved within different time lines.

By 2017, the legal framework, structures, institution arrangements, planning and financing
mechanisms to ensure universal and equitable access to ECD programmes would be put in
place;

By 2024, essential components of the comprehensive package of ECD programmes would
be accessible to all young children and their caregivers; and

By 2030, a full comprehensive package of ECD programmes would be accessible to all
young children and their caregivers (RSA, 2015: 49).
The policy commits to a comprehensive package of ECD programmes covering:

Free birth certification for all children born in South Africa;

Basic health care and nutrition for pregnant women and young children;

Support for parents, including income support through the Child Support Grant, nutritional
support, psychosocial support and support for the early education and learning
opportunities of children from birth; and

Inclusion and support for children with disabilities within all ECD programmes (RSA,
2015: 55).
In developing this ECD policy, the view from thought leaders in the ECD sector is that the main
driver of the policy was developing human capital and not child rights. However there has been
no real sense of urgency to put these plans in place immediately. While a policy exists, there is
little financial commitment to achieving its vision, and many challenges standing in the way
before it can become a reality.
2.4

The ECD environment

The ECD sector is a dynamic sector, with an increasing number of learners being reached every
year. There are a number of key demand drivers in the sector. As this is a particularly complex
and dynamic sector, the key factors discussed are not exhaustive but speak to the main processes
that affect the need for ECD programmes in the country. These are described in Figure 49.
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Figure 49: Key demand drivers of early childhood development in South Africa
The increasing numbers of the child population in
the country: South Africa currently has a positive
birth rate, which increases year on year. In mid-2018,
the total population was estimated at 57.7 million
people, of whom 19.7 million were children under 18
years. Children therefore make up 34 per cent of the
total population. As of 2018, there was an estimated
seven million children under the age of six.
Employment of caregivers, especially mothers:
South Africa’s employment rates affect the need for
ECD services. If caregivers are able to find paid
employment, they require out of home ECD
programmes to care for their children while they are
working. Similarly, if more, and more affordable ECD
services are made accessible to all individuals,
caregivers are better able to leave the house and seek
employment.
Awareness of the importance of ECD: In recent
years, awareness of the effects of ECD programming
and the importance of ECD opportunities have
become more prevalent. This is due to many reasons
including more research studies being conducted,
results from long-term research studies being realised,
increased efforts from the civil sector, an increase in
government policies and globally recognised
campaigns highlighting the importance of ECD (such
as ‘The first 1 000 Days’ in the US).

Perceived quality of ECD centres: Many ECD
centres offer quality services, even in under-resourced
areas, with little support. There are also many ECD
centres which are seen as low quality programmes,
offering not much more than custodial care. With
tragic incidents of avoidable harm and even death at
ECD centres around the country, those ECD centres
that offer poor quality programmes in unsafe
environments often put many caregivers off placing
their children in any ECD programme. Conversely,
many of the best ECD centres in an area are inundated
with enrolment requests and cannot take all the
children that apply.
The history of Apartheid and the resultant
inequality in the country: Of seven million children
under six in SA, four million currently ilve in poverty
(defined as a household that earns less than R923 per
month). A total of 37.9 per cent of all children (0-18)
are in the poorest 20 per cent of households in the
country (Quintile 1), with 28.3% per cent of children
in Quintile 2, and 15 per cent of children in Quintile 3.
This shows that children are disproportionately living
in poor households. Unfortunately this poverty affects
children’s opportunities to access ECD programming
with many parents and caregivers unable to afford
access to fee paying services in ECD. As poverty and
inequality are reduced in the country, the demand for
ECD services should increase (and conversely, as
ECD access increased, so should poverty and
inequality decrease in the long-term).

Government policy and legislation: As the government
increases its recognition and focus on ECD, and goes
further to bring specific ECD policy and plans into
legislation, so will the need for ECD facilities increase.
This was seen in the process of making Grade R
compulsory in the country, and will do so again if a pre
Grade R year is made compulsory.

To understand the current ECD environment in South Africa, it is important to explore the levels
of provision that are currently in place.
2.5

Access

This section of the report details access to ECD by examining enrolment figures and provision
rates for three areas of ECD: early learning group programmes, grade R, and ECD-centre
programming. Each of these areas is discussed separately.
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2.5.1 Early learning group programme access
In terms of access to ECD programming, 40 per cent of South African children in the 0-5 age
category were attending some form of early learning group programme in 2015. This includes
ECD centres, Grade R as well as out of centre programmes (such as playgroups) and day
mothers. Access rates increase with age, with only 17 per cent of children in the 0-2 age group
in a programme and 63 per cent of children in the 3-5 age group in a programme. Significantly,
according to Hall et al (2017), there are currently approximately 3 756 000 children under six in
South Africa not in any form of early learning provisioning.
Importantly, access is also affected by the quintile in which the child is in. Figure 50 presents
the access data for children in the 3-5 age cohort, across quintiles. It is seen that 58 per cent of
children in quintile 1 attend an early learning programme, compared to 83 per cent of children
in quintile 5 (Hall, et al 2017). For four year olds specifically, this inequity is even starker; a
four year old in quintile 1 has a 50 per cent chance of being enrolled in an early learning
programme, whereas a four year old from quintile 5 has a 90 per cent chance of being so (ibid).
Figure 50: Early learning group attendance, for 3-5 year olds, by quintile
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Source: Hall et al, 2017.

2.5.2 Grade R access
In terms of Grade R specifically, there were 813 000 Grade R learners in ordinary schools, and
74 827 Grade R learners in registered Grade classes in ECD centres in 2016 - a total of 887 827
in Grade R in South Africa for that year. In 2019 there were 815 488 Grade R learners in ordinary
schools. However the number of children in Grade R in registered Grade classes in ECD centres
was not available at the time of writing this report. However as the 2019 figure is similar to the
2016 figures, the 2016 data is relatively reliable as an indicator of the situation in 2020. In 2012
there were 758 000 Grade R learners in ordinary schools. This shows a steady improvement in
Grade R enrolment rates.
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To determine the provision rate for Grade R, the Grade 1 enrolment figure can be used as a
marker, given that the Grade 1 provision rate is virtually 100 per cent in South Africa. The Grade
1 enrolment rates for 2016 show that 1.21 million children entered Grade 1 in 2016 (DBE 2016).
DBE suggests that this figure includes a 15 per cent Grade 1 learner repetition rate (Gustafsson
2017). Using a first time learner Grade 1 figure of 1 027 643, 85 per cent of 1.21 million equates
to an approximate provision rate of 77 per cent of all current Grade 1 children having been part
of a registered Grade R programme in 2015.
2.5.3 ECD centre access
In 2016, there were an estimated 29 798 ECD centres in the country, with approximately 1.3
million children (0-6 age group) in provision at ECD centres across South Africa (AshleyCooper, van Niekerk, and Atmore, 2019). This equates to a provision rate of 21.8 per cent for
2016.59 (ibid). Following similar estimations for 2020, there would be an estimated 32 254 ECD
centres in the country, with approximately 1.4 million children (0-6 age group) in provision.
2.6

ECD models in South Africa

There are a number of models of ECD provision that are currently being delivered directly to
children in South Africa. These can be loosely divided into two categories: centre based
programmes and non centre based programmes.
Centre based programmes comprise those ECD programmes offered in specific facilities, and
include ECD centres, Grade R classes in formal schools, as well as crèches, formal playgroups,
and pre-primary schools. This would include programmes run by private individuals, private
companies or institutions, public institutions (such as government primary schools) and
community based programmes (usually run as non-profit organisations), and includes both
registered and non-registered facilities.
Non centre based programmes, on the other hand, are programmes offered to children that are
not traditional ECD centre programmes (RSA 2015: 13). These non centre based programmes
include informal playgroups, toy library programmes, mobile ECD outreach programmes, as
well as family outreach programmes that are specifically designed for parents and caregivers to
receive support, guidance, and knowledge on early learning stimulation and development of
young children to be implemented in their homes (Atmore, van Niekerk and Ashley-Cooper
2012). These programmes have been shown to be most cost-effective in reaching the most
marginalised children who cannot afford to access formal centre based ECD interventions, such
as an ECD centre (van Niekerk, Ashley-Cooper and Atmore 2017). This type of provision is
crucial for those children who are not able to access centre based interventions due to
affordability, geographical positioning and poverty.
It is important to note that despite the majority of children accessing or requiring the provision
of non centre based programmes, government channels the vast majority of its ECD funding into
centre based provision, by means of the per child ECD subsidy provided to eligible ECD centres
59

These estimations are based on a modest annual growth rate of 2.5 per cent, and an attrition rate of 0.5 per cent.
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(currently set at R16 per qualifying child per day, for 264 days per year, although these figures
vary across provinces). DSD does fund NPOs for non centre based ECD programmes, but this
funding is significantly limited compared to centre based funding, and also varies from one
province to the next. This results in many of the home- and community based programmes
relying on other sources of private funding, which in turn limits access of these programmes to
the most vulnerable children (Atmore, van Niekerk and Ashley-Cooper 2012).
To realise the benefits of ECD, research has shown that interventions should be of a high quality
and offered in a holistic way; incorporating early learning stimulation, social services, primary
caregivers support, health, and nutritional support. This is made clear in national policies, such
as the national integrated early childhood development policy (RSA, 2015), national guidelines
such as the national integrated implementation plan for early childhood development in South
Africa (RSA, 2018); and the essential package: early childhood services and support to
vulnerable children in South Africa (Ilifa Labantwana, 2013). These documents highlight the
importance of multi-sectoral collaboration in service delivery with importance placed on
referrals between health, education and social services (Hall et al, 2017).
However, while progress in child related policies and some interventions has been made,
government has not given this the urgency that is required. In many vulnerable communities
specifically, urgent efforts are required by all stakeholders to improve the development of our
young children.
3.

Literature review

3.1

Rationale for ECD policy, programmes and interventions

The literature sets out three main justifications for ECD, namely rights of children, social justice
and economic investment. The right of the child to ECD provision is the foundation from which
most ECD policy and programmes in recent times have been developed. The foundation
document for this is the United Nations Convention on the Rights of the Child which argues that
children have rights and calls on governments to ensure that children are respected and valued
and to recognise their agency. Respecting children’s rights has become a foundation for ECD
policy-making.
The social justice justification for ECD policy is relevant in South Africa given the legacy of
poverty and inequality, and lack of ECD programmes for young children. For Daries (2017),
“ECD has become one of the arenas for social justice. At the heart of social justice is equality.”
This is consistent with Silva, Melhuish, Sammons, Siraj-Blatchford and Taggart, (2004: 2, cited
in Daries, 2017: 80) who maintain, “For many disadvantaged children, the quality of ECD has a
significant and long-term influence on their educational performance and life chances.” In South
Africa, however, ECD has faced challenges with regard to social justice. In many communities
the lack of ECD programmes perpetuates injustice and inequality. While advantaged children
progress, poor and vulnerable children struggle to access ECD centres and programmes. These
inequalities in access to ECD centres have immense and long-term consequences for young
children. Although it is commonly acknowledged by government that supporting young children
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through ECD programmes is one strategy to achieve social and economic equity, this
acknowledgment has not been translated into service delivery.
With the economic investment in ECD justification, Rolnick and Grunewald (2003:1) state that
the “economic investment into quality education of its youngest citizens is important because of
the link between return on investment a child makes to society as an adult, which starts in the
first few years of life.” Without ECD interventions and the necessary support, vulnerable young
children are at risk. In turn this impacts negatively on the family, the community and on a
country’s economy, productivity and prosperity. For Daries (2017:12), “Economic arguments
for investing in ECD include a potential increase in productivity over a lifetime, as well as a
better standard of living when the child becomes an adult. This is possible if investment into
human capital starts at an early age.” According to Heckman (2008) an investment in ECD
benefits economic growth and stability of a country.
As such, it is clear that the economics of ECD are of profound importance for policy makers,
financial decision-makers and programme implementers to understand.
The direct effects of ECD programmes on a country as a whole include improved social
cohesion, improved socio-economic circumstances, and a more productive society, all of which
counter the cycle of poverty and help to reduce inequality. There is substantial international
evidence showing the benefits of providing structured and quality early learning services and
programmes to preschool aged children, and go further to show how these benefits produce
significant social, education and economic returns to society, far outweighing the returns on
other forms of human capital investment (Ashley-Cooper, van Niekerk and Atmore, 2019).
Internationally, economists and education researchers have showed that ECD is one of the most
cost-efficient investments in human capital which leads to the sustainable development of a
country (Unicef, 2014). This can be seen in Figure 51, showing that the investment in education
that produces the greatest return on investment is investment in the early years.
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Figure 51: Rate of return on investment across various age categories.

Source: Adapted from Carneiro and Heckman, 2003.

Extensive research has showed that focused investment into ECD programmes yields an
“extraordinary return, far exceeding the return on most investments...” (Rolnick and Grunewald
2003). As such, it is clear that investment in ECD produces future economic success for the
children who receive high quality ECD programmes, for the ECD-educated work force that is
trained and supported, and for a country’s economy as a whole (Ashley-Cooper, van Niekerk
and Atmore, 2019).
One reason the returns on ECD investment are greater than the returns on investments later in
life, such as university, is that ECD interventions are far less costly than subsequent investments,
which influences the rate of return. A second reason is that ECD investments enable children to
produce a greater return from of subsequent investments (Desmond et al, 2016).
Positively, South Africa has one of the highest rates of investment into education compared to
other countries across the globe. South Africa allocates a higher proportion of its budget to
education, compared to the United States, the United Kingdom and Germany. Unfortunately,
while this ratio is favourable, the education outcomes in South Africa are not. Furthermore,
despite the national and global evidence on the importance of ECD and the high rate of return of
investment in the early years, a mere 1.6 per cent of the total education spend is allocated to
ECD, which equates to roughly 0.29 per cent of GDP (ibid). This is problematic, as investing in
the early years produces clear economic benefits, which are the foundation for reducing poverty
and inequality in South Africa (Atmore and Ashley-Cooper 2012).
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3.2

The importance of ECD and its effects on the quality of child outcomes

Globally, definitions of ECD differ. In South Africa, ECD covers the education, development
and care of children prior to enrolment in Grade 1. This usually means children from conception
to six years of age, and covers the social, emotional, cognitive and physical development of
children so that they can grow and develop to their full potential. A range of ECD programmes
support young children’s early growth and development. These programmes are diverse, and
vary according to the age of the child, the focus of the programme, the target population and
how the programme is delivered (Britto, Yoshikawa and Boller, 2011: 2). Local and international
research shows that there is strong correlation between a child attending an ECD programme,
and his or her later school readiness, irrespective of the socio-economic status of the child
(Ramey and Ramey, 2004). However, this effect on child outcomes is heavily dependent on the
quality of the ECD programme that the child has received (Kotze, 2015).
Decades of national and international research and analysis has shown that access to quality ECD
programmes (such as ECD centre based programmes, and Grade R programmes) protect children
against the effects of poverty, poor nutrition, inadequate health care and lack of education (Van
der Gaag and Putcha, 2015), allowing children to develop to their full potential. While access to
education is a fundamental right for all children, access to ECD has been shown to specifically
result in enhanced school performance, lower drop-out rates, and a decrease in the need for
remedial interventions to address development delay and social problems later in life (Atmore
et al, 2012; Heckman et al, 2010; Department of Education, 2001) and produces lifelong and
intergenerational benefits for physical and mental health, and productivity (World Health
Organisation, 2018). These benefits are acknowledged in the South African government’s
national development plan of 2012, as well as the national integrated early childhood
development policy of 9 December 2015. This has also led to access to quality ECD being
included as a shared target in the Sustainable Development Goals (SDGs) and the Global
Strategy for Women’s, Children’s and Adolescents’ Health, seeing it as “central to the
transformation that the world seeks to achieve by 2030” (World Health Organisation, 2018). If
this window of opportunity is not seized, it is incredibly costly for children to catch up to their
peers later in schooling. As such, the urgent need for investment into this period of development
cannot be overstated.
The specific effects of various forms of ECD programming on child outcomes have been
consistently found in international research. This includes significant gains in cognition,
numeracy, health, language development and communication skills, and socio-emotional
development (Woldehanna and Gebremedhin 2002; Barnett 1995, Burchinal et al. 2000, Love,
Harrison, Sagi-Schwartz, van Ijzendoorn, and Ross 2003). Children who have taken part in a
high quality ECD programme consistently score higher across these domains, compared to those
children who have not taken part in an ECD programme, or who were in a poor quality
programme (Burchinal, Zaslow and Tarullo 2016). South African research, although less
prolific, shows similar patterns of these effects on child outcomes (Dawes, Biersteker, and
Hendricks 2012; Gustafsson 2010), including effects on literacy and numeracy (SACMEQ
2011). Unfortunately South African research on child outcomes is limited in its scope and depth.
While it is clear that access to ECD provision is crucial, it is critical that “access must be coupled
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to quality if early childhood programs are to improve child outcomes, particularly in low-income
settings.” (Biersteker et al 2016: p. 342).
Across all kinds of ECD programmes (centre and non centre based), the most important feature
in offering quality ECD programmes that produce the best child outcomes, along with high
dosage, is the quality of the interpersonal interactions between the child and the ECD
practitioner, whether this practitioner is a teacher, a family child care worker, or someone in a
similar role. Research shows that “ECD programmes that do not feature these aspects of quality
in their programming do not, and cannot achieve the positive child outcomes promised by high
quality ECD programmes” (Ashley-Cooper, van Niekerk and Atmore, 2019).
3.3

The first 1 000 days

A discussion on the first 1 000 days of life - the time spanning roughly between conception and
a child’s second birthday – is critical in understanding the importance of ECD, and makes
explicit some key concepts that underlie the importance of investing in this time of an
individual’s life.
The first 1 000 days is a unique period of a human’s life, providing a window opportunity to
build the foundations of optimum health, growth, and neurodevelopment; foundations that will
benefit a child throughout their lifespan. This time provides a unique window of opportunity to
build healthier and more prosperous futures for young children and for society as a whole.
It is clear that the period from conception to roughly two years is a time of tremendous potential,
but also of enormous vulnerability. Mothers’ and children’s nutrition and care during this time
has a significant impact on the child’s ability to grow, develop learn and thrive. This is
particularly due to one reason: The first 1 000 days are when a child’s brain begins to grow, and
has the most rapid rate of growth. Effects on brain development at this point can have lifelong
consequences, for better or worse.
Nutrition, in particular, is of critical importance as it plays a foundational role in a child’s
development. Poor nutrition during this time causes irreversible damage to a child’s growing
brain. This in turn affects his or her ability to do well in formal schooling and to later earn a
living. Poor nutrition during this time can also lead to an increased likelihood of later obesity,
diabetes, and other chronic diseases which can lead to a lifetime of health problems. Indeed, at
every stage during this period of life, a child’s rapidly developing brain is vulnerable to poor
nutrition, abuse, neglect and the “toxic stress” from a challenging environment.
This time also acts as a window of opportunity to break the cycle of poverty and inequality,
putting all children on track to reach their true potential, and to bring themselves and their
families out of poverty. This in turn reduces inequality for society as a whole. Leading
economists studying the economics of ECD agree that investing early, in a child’s earliest years,
is one of the best things a country can do to reduce poverty and create the kinds of human capital
needed for economies to prosper. Research shows that investment in the earlier years (from
conception) can reduce a country’s health care costs, and build stronger economic growth.
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The costs of not investing in this 1 000 day time period are significant. Researchers estimate that
maternal and child malnutrition in particular cost the global economy billions each year. This is
seen through a loss economic productivity and an increase in health care costs. Low- and middleincome countries specifically can lose up to 10 per cent of their GDP as a result of maternal and
child malnutrition. This is why several of the world’s leading economists have called for greater
investments in the first 1 000 days (and ECD in general) as a way to create more successful
economies and societies for all.
4.

Methodology

This research project investigates what the appropriate role of the state should be in respect to
ECD in South Africa so that practical and realistic recommendations can be presented that will
ensure the equitable provision of quality ECD education for all South African children. Given
the nature of the four research questions, a qualitative research design and three approaches/tools
were used. This included conducting a desktop review of ECD examining comparable national
and international literature and research studies and government documents, as well as
conducting in-depth interviews with key informants in the ECD field and a focus group with
ECD experts to collect in-depth data for analysis. Purposive sampling was used for recruiting
informants and experts for the interviews and focus group. The main aspects of the methodology
are presented below.
4.1

Desktop review of ECD

A comprehensive review of the relevant literature was conducted. This included South African
ECD documents, South African government reports (policies, legislature, plans, and budgets),
international government reports, academic studies, as well as unpublished reports. Statistics
from numerous sources including the Department of Education’s school realities reports,
relevant audits (such as DSD and EPRI, 2014), independent researchers (such as Gustafson,
2017), and the South African Early Childhood Review (including Hall et al, 2019) were
examined and synthesised for discussion on the report.
The literature reviewed is presented in the report to frame the findings and recommendations.
The literature review also highlighted areas requiring investigation and assisted the researchers
in pinpointing additional key questions that could be asked. As such, the review informed the
development and conducting of the interviews with key informants as well as the focus group
with the ECD experts.
4.2

In-depth interviews with key informants

Eight in-depth interviews with senior role players and key informants in the ECD sector were
conducted. These included individuals from across South Africa, in local and national
government, ECD researchers, and directors of ECD service providers.
In order to recruit participants for this study, purposive sampling was used. Interviews were
conducted telephonically. The interviews were guided by a semi-structured interview schedule,
developed specifically for this research. Each interview took approximately 30 to 40 minutes.
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Secondary data was also collected from participants, where they indicated they had specific
research, documents or resources that would be relevant to the research. All of this secondary
research was viewed and incorporated, where appropriate, in the literature review and findings.
All interviews were audio-recorded, and the recordings were transcribed.
The purpose of these interviews was to gather rich data that would assist the researchers to gain
insights into:

The current state of ECD in South Africa;

Identifying key role players in ECD, and whether they are meeting their mandated roles
and responsibilities;

Determining the role of the state in ECD, what the ideal role of the state should be, and
whether the current level of involvement of the state should remain as is or change;

The cost implications of increased state involvement in ECD, as well as the possible cost
implications of state support for ECD remaining as is; and

The implications of the decision to introduce a second year of compulsory ECD;

The implications of assigning responsibility for ECD provision and monitoring to the
Department of Basic Education; and

Identifying implementation obstacles that currently exist and possible ways of addressing
these obstacles.
Using these transcriptions, along with the focus group transcripts (discussed in the following
section), interview notes, and the additional sources, the research questions were explored, key
themes were explored and analysed, and findings and recommendations were developed.
Interviewing these key informants allowed the researchers to gather rich data from different
perspectives and different spheres of the ECD sector. Unfortunately, due to time constraints, the
number of individuals interviewed was restricted. It would have been ideal to interview twelve
individuals in this format, in order to reach a reliable saturation point (the point in a qualitative
research study when there is enough data to ensure the research questions can be answered).
However to remedy this short coming, additional individuals were included in the focus groups.
4.3

Focus group with ECD experts

Following initial email correspondence with all possible participants, a focus group was
scheduled at the CECD offices with nine ECD stakeholders. In this focus group, facilitated by
three research team members, the individuals discussed the same questions as in individual
interviews based on their experience and expertise in the field.
The focus group was guided by the same semi-structured interview schedule as the one on one
interviews. The structure in the focus group was more fluid, with additional questions being
raised and discussed where relevant.
While the objectives for the focus group were largely similar to the one-on-one interviews, the
focus group had the additional objective of allowing in-depth discussion of various view-points,
with conflicting opinions discussed in detail. By including individuals from an array of
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backgrounds, varying perspectives could be discussed, argued, and recorded. This allowed the
researchers to explore more detailed points on either side of conflicting viewpoints.
The focus group was approximately two hours in length. Secondary data was also collected from
participants, in which they indicated they had specific research, documents or resources that
would be relevant to this research. All of this secondary research was viewed and incorporated,
where appropriate, in the literature review and findings. All interviews were audio-recorded, and
the recordings were transcribed. Using these transcriptions together with the one-on-one
interview transcripts, interview notes, and the additional sources, the research questions were
explored, key themes were explored and analysed, and findings and recommendations were
developed.
5.

Analysis and findings

5.1

Need for reliable data in the sector to guide planning, budgeting

In order to ensure that services are more accessible and are delivered equitably, a thorough
understanding of the number of children, their distribution patterns, the conditions in which they
live, as well as the services that they require is needed. Unfortunately, statistics in the ECD field
are particularly variable, with various research bodies, government departments and
organisations citing vastly different numbers and rates for ECD provision. The last complete
audit was conducted in 2000. In 2014, a national “audit” of ECD centres in South Africa was
conducted by the DSD and the Economic Policy Research Institute (EPRI). Many consider this
to be more of a survey and not a full audit. This is because although it covered 17 600 ECD
centres, it did not achieve full coverage of ECD centres with many thousands not included in the
report (Gustaffson 2017). At present, much data is collected at national level which cannot be
analysed at district level. In addition to this, the quality of much of the data is poor; some of the
data is significantly out of date; and for many key statistics, data are collected too infrequently,
are not published, or are not collected at all. Added to this is the lack of data on the quality of
ECD programmes.
5.2

ECD policy and the need for political will and prioritisation of the sector

ECD-specific policy in the form of the national integrated policy on ECD was approved by
Cabinet in 2015. The policy sets out government’s vision for a comprehensive and integrated
package of ECD, which should be made universally available by 2030. The policy is considered
by most ECD experts in the sector as a high-quality policy, with appropriate aims, and which
correctly lays out the specific roles that government needs to implement to make quality ECD
available to all children in the country. The problem is that it has not been legislated and as such
government cannot be held legally accountable for achieving the policy’s objectives. Significant
government political will and support of ECD policy is essential.
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5.3

Need for stronger and better targeted funding

Adequate funding of ECD is an ongoing problem, with only 1.6 per cent of total education
spending allocated to ECD, which equates to roughly 0.29 per cent of gross domestic product
(Desmond et al, 2016).
Although funding has improved – for instance, between 2007/08 and 2013/14, subsidies for poor
children attending registered non-profit ECD centres increased from approximately R122million to R1.6 billion – it is insufficient and does not reach the poorest and youngest children
in need who mostly do not attend registered ECD centres (Berry et al, 2013). The focus is
misdirected, with funding going to registered, centre based programmes, rather than to non
centre, home based and community-based initiatives (Desmond et al, 2016). A key advantage of
non centre based programmes, particularly home visiting and playgroups, is that they can be
more easily adapted to accommodate children with disabilities (ibid). Non centre based
programmes are crucial for those children who are unable to access centre based interventions
due to affordability, geographical positioning, poverty or special needs.
As mentioned, funding is directed to centre based ECD programmes, which accommodate about
a third of children in South Africa, rather than to non-centre based ECD programmes, where the
need is greatest. Non centre based ECD programmes are severely under-resourced but find
themselves in a Catch-22 situation. To access ECD funding, centres have to register; to be
eligible for registration, centres need to achieve a certain standard; but non centre based ECD
centres lack the financial resources to do the improvements necessary to be eligible for
registration and subsequent subsidies. A major part of the challenge is that currently the
Children’s Act makes no provision for non centre based ECD programmes, and so all non centre
programmes have to register as partial care facilities in order to access a subsidy. However, the
registration requirements for partial care facilities are the same as for centre based programmes,
despite non centre based programmes having a fundamental different mode of delivery.
Government is missing an important area of education opportunities for poor and vulnerable
young children by not addressing the need for specific and appropriate registration requirements
for non centre based ECD programmes. The section below further outlines challenges in relation
to the registration process.
5.4

Registration issues

One of the major challenges in the ECD sector, specifically with regard to ECD centre
programming, is the registration process with the Department of Social Development (DSD).
This challenge may seem small in the context of the whole ECD sector; however it is critical.
Every ECD centre that looks after seven or more children must register with the DSD as a partial
care facility. While this registration is free, in order to be eligible to register, ECD centres must
meet the minimum norms and standards as set out by DSD. Meeting these minimum standards
can be very costly and well beyond the means of ECD centres in poor communities. For example,
they may need to build additional infrastructure, purchase additional resources or hire additional
teachers. It is commendable that South Africa’s government has introduced the conditional
support grant for ECD centres to improve their infrastructure in order to meet registration
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requirements; however there are currently not enough grants being made in the country. This
number needs to drastically increase if government wants to introduce a second year of
compulsory early education, requiring additional registered ECD centres to offer this additional
year.
If ECD centres are able to put all systems and infrastructure in place to meet the standards, they
are then met with the challenging task of obtaining clearances from various departments. This
includes obtaining a name clearance certificate from SAPS for all staff members, a zoning
certificate, approved building plans, and a health clearance certificate. Unfortunately almost all
of the requirements are to be acquired from a different department, none of which work together.
Moreover, municipals officials responsible for administering these clearances have been
reported to work very differently from each other, and by-laws are often interpreted differently.
As such, an ECD centre in one area in the Western Cape might get all their clearances, even
though they are based in an informal building, but another centre in another area in same
province might be blocked from getting their clearances in a similar type of structure. This leads
to an unfair implementation of the by laws, and an unfair process of registration for many. It is
imperative that all municipal officials follow the precise rules for by law clearances. However it
is also worth considering that government could develop different by laws for different areas
(for example rural, urban, and informal areas could each have their own by laws).
To make matters worse, once an application is complete with all clearances obtained, the actual
registration process is notoriously lengthy, with some ECD centres waiting several years to be
given their registration status and certificate, creating a backlog of ECD centres awaiting
registration.
In the Western Cape, this system is streamlined to some degree by the Western Cape DSD
contracting services providers, such as ECD NPOs, to assist ECD centres with the registration
process. The service providers provide assistance and guidance to the ECD centres and gather
all application documents. They then send these complete application packs to DSD for
approval. This has been a successful partnership programme which should be rolled out in all
provinces in South Africa.
A recommendation that could be considered is for government to provide a different ECD
subsidy for non registered ECD centres. If a centre is based in an informal structure and cannot
get registered, government could provide that centre with a reduced per capita ECD subsidy in
order to ensure the health and safety of the children in attendance, instead of closing it down.
This subsidy would have to have strict rules for what it should be spent on, for example, only
food, and health and safety resources.
5.5

Ideal role of the state

Constitutionally, the delivery of ECD straddles numerous departments across all three spheres
of government. For example, Schedule 4A of the Constitution lists education and welfare
services as concurrent responsibilities of national and provincial government, while Schedule
4B has child care facilities as a local government responsibility shared with the other two spheres
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of government. The national integrated ECD policy takes its lead from the Constitution and
emphasises the integrated and inter-sectoral nature of ECD services.






Nationally, the departments of social development, basic education and health are
responsible for national planning and coordination, and setting national laws, policies,
norms and standards and high-level targets.
Provinces (departments of social development, basic education and health) are responsible
for funding and delivering services, as well as registering ECD centres and monitoring and
evaluating the compliance of services with norms and standards.
Municipalities have to ensure the provision of basic services (specifically water and
sanitation) and the development of policies and laws governing child-care facilities
(harmonised with national policy and legislation). The provincial DSD may also assign the
provision of ECD services (registration, regulation and delivery) to municipalities that are
deemed to have capacity.

The national integrated ECD policy is similar to models in other countries (New Zealand,
Finland and Chile), in calling for government to play a strong coordinating role in the provision
of ECD. Governments should set standards for the early development of young children, provide
funding, fund training opportunities for ECD workers, support community ECD initiatives, assist
children with special educational needs and their families, and establish an environment for
planning and coordinating programmes.
Given the integrated nature of ECD services, strong management and coordination across
different government departments and spheres is needed. However, government’s leadership,
management, and coordination abilities are lacking.60 Instead of being streamlined, ECD
delivery is complicated and often haphazard, with different departments at different levels of
government working in a particularly siloed manner. This has been an ongoing challenge in the
sector. What is required is a central coordinating body within government in order to address the
weak management, coordination and integration of ECD services, across numerous departments
and all spheres of government. The National Integrated ECD Policy makes provision for such a
body, in the form of an inter-ministerial committee. The national departments have established
an inter-ministerial committee (of various ministers), to coordinate responsibility for ECD
leadership, and an inter-departmental committee (of officials) has been set up to focus on
implementation issues. However, IGR forums have limited scope to ensure alignment due to the
conventional line function culture of planning, budgeting and implementation and the reward
system for individual performance.61 The Constitution’s assigning of responsibilities to specific
departments/spheres may further limit the power of intergovernmental forums and exacerbate
poor coordination.

60

This view was raised in the interviews conducted for this report but has also been documented in previous research
reports, for example: Richter et al (2012) and Viviers et al (2013).
61
This was discussed in Chapter 1.
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5.6

Shifting ECD from DSD to DBE

In February 2019, President Cyril Ramaphosa announced government’s intention to move the
responsibility for ECD from the DSD to the DBE, to join Grade R and the formal education
system. This shift includes the introduction of a second compulsory year of pre-school education
(“Grade RR”). Before these reforms are fully implemented, various concerns need to be
resolved. These include the following.

The “educationalisation” of early learning could come at a loss of “learning through play”,
which is how young children learn most effectively, ie, when they are able to immerse
themselves in an experience during play. This is already the case for many Grade R
programmes, where 5-6 year old children sit at desks all day, working on worksheets, and
receiving formal lessons. Taking the same approach with the 4-5 age cohort in Grade RR
would run contrary to national and international research;

The readiness of the schooling system to implement a compulsory Grade RR. The
inclusion of Grade RR at ordinary schools would require 33 000 additional teachers and
33 000 classrooms to accommodate the additional 4-5 year olds. The implications for
school infrastructure would be massive, as younger children have different needs to older
children. For example, installing toilets for younger children, the staffing structure and the
nature of the school classroom would need to be reconsidered;

The financial implications of universalising two compulsory years of ECD education will
be enormous, both in once off set-up costs and funding ongoing operational expenses,
particularly because making these years compulsory will require government to cover
those children whose families cannot afford to pay fees.
Government would also need to rethink institutional arrangements, resource allocation and
funding models, as the ECD budget would need a huge funding injection. Other concerns are
around the livelihoods of the owners and educators of community based ECD centres, and what
would happen to non centre based ECD programmes.
5.7

Financing an additional compulsory year of ECD

There are currently approximately one million children in the 4-5 year age cohort in South
Africa. To extend early ECD provision to accommodate these children, with government taking
full responsibility for a second compulsory year prior to Grade 1, an additional 33 300
classrooms would need to be built (with a maximum of 30 children allowed in each classroom).
At a modest estimate of R400 000 to construct and equip a Grade RR classroom, it would cost
the government R13.3 billion, once off. In terms of staff requirements, a teacher to child ratio of
1:3062 will require 33 300 Grade RR teachers. Presently, the country produces roughly 4 000
trained ECD teachers per year. In implementing two years of compulsory provision of ECD
programming prior to Grade 1, it is essential that sufficient teachers are appropriately trained.
As such approximately 33 300 teachers would need to be appropriately trained. Should these

62

The minimum norms and standard for partial care facilities states that for children between the ages three and
four years, a teacher to child ratio of 1:20 is required, and for children between the ages five and six years, a 1:30
teacher to child ratio is required. For the purposes of this costing exercise, we have used the teacher:child ratio of
1:30.
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teachers earn a modest salary of R7 000 per month, the government would need to make
provision for an additional R2.8 billion for teacher’s salaries per year.
5.8

The ECD workforce and professional development

The quality of teacher-child interactions is the main predictor of quality for an ECD programme
(Biersteker, 2017). Without this quality, ECD programmes do not (and cannot) achieve the
positive child outcomes promised by ECD (Ashley-Cooper et al, 2019). Unfortunately, an
estimated 39.2 per cent of ECD practitioners are not adequately trained, and thus unable to
optimise learning opportunities (ibid).63 Existing ECD practitioners will therefore need to be
upskilled, and the ECD career path will need to be professionalised, with a comprehensive and
harmonised professional development system that would include recognition of prior learning.
This is important, especially if South Africa will be implementing an additional year of
compulsory early education which will significantly increase the need for the number of trained
teachers for 4-5 year olds.
One of the key issues is the absence of a comprehensive national strategy for the training of
Grade R and ECD teachers. Different training programmes are conducted across the country by
various institutions and organisations, but there is no coordinated government strategy for the
development of ECD and Grade R teachers (TAU, 2008). Moreover, the norms and standards
are structured in such a way that Grade R teacher salaries differ substantially from others in the
schooling system. ECD teachers, on average, earn significantly less than even Grade R teachers.
Indeed, there are currently significant issues with ECD teachers moving to schools (to Grade R),
a challenge which has been experienced since the introduction of Grade R. The unfortunate result
is an unstable workforce, which needs to be addressed. It is important that the level of teacher
salaries is looked at and standardised (through additional practitioner salary subsidies), as the
current salary structures have a negative effect on attracting and retaining ECD and Grade R
teachers. It is also important to professionalise the ECD career path, with a comprehensive and
harmonised professional development system. This should include recognition of prior learning
as a formal component of securing qualified teachers in the ECD field.
6.

Conclusion

South Africa has seen progress in ECD in recent years. While its ECD policies are considered
top quality, the implementation of ECD policies has unfortunately become a key challenge in
the country. The sector’s continual lack of government funding is also a critical challenge.
Government needs to take significant steps to improve leadership, management, data systems
and capacity. This may be the ideal time to improve these systems, but additional research and
a specific budget is required to ensure success.
There is much consensus on one key point: government should focus less on actual provision
and should focus more on coordination, monitoring impact and funding. Moreover, if funding
63

It is obviously possible that untrained ECD teachers are still able to offer high quality teaching and ECD
programmes, but this is not often the case if the teacher has received no ECD skills training whatsoever.
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from government remains stagnant the country will continue to have low access to and poor
quality of ECD programming, and no amount of reworking the budget will significantly change
these two variables. It is therefore clear that government must provide a much enlarged budget
for ECD. Government must enhance the capacity of all state officials in all spheres and work
together with donor communities and civil society to maximise the sector’s impact and bring
ECD opportunities to all children in the country. Without this, the current system will remain
inadequate to achieve the level of ECD provision required in the country.
6.1

Recommendations

The following recommendations are proposed:
6.1.1 National audit of ECD services
The DSD should conduct a nation-wide audit and mapping of ECD services being rendered.
Data is critical in order to reach all children in need, to provide essential services and high quality
ECD programming by trained ECD practitioners. Therefore, a full and updated national audit
and mapping of ECD programmes should be conducted. The audit should include all ECD
centres (registered and non registered) and all non centre based programmes, in order to be able
to assess the kinds of delivery models being carried out, and the numbers being reached.
6.1.2 Finalisation of ECD legislation
Together with relevant stakeholders, the DSD should lead the finalisation of legislation for ECD
together with a fully costed, time bound implementation plan. The national integrated ECD
policy provides a considered, evidence-based strategy for a holistic package of ECD
programming for young children in South Africa. It should be translated into legislation, which
details the roles and responsibilities of departments and key role players in the sector and,
importantly, include the implications of the proposed shift of ECD from social development to
basic education. Along with finalising ECD legislation, an explicit implementation plan is
required that states government’s specific targets, the steps to be taken by each role player to
reach these targets, and the budget to be allocated to each step and area of functioning. The roles
of government should be considered carefully, and options explored for government to a lesser
role in the provision of ECD and, instead, to focus more on coordination, monitoring impact and
funding.
6.1.3 Strengthen ECD funding
Government should take urgent steps to strengthen funding for ECD in South Africa. Particular
priority should be given to funding all non-profit, non centre based ECD programmes serving
quintiles 1 to 3. Related to this, the process and requirements for registration should be
simplified, and specific and appropriate registration requirements for non centre based ECD
programmes should be finalised with haste. If government’s objective is to make a significant
impact and ensure broader and more equitable access to ECD, it must recognise and fund non
centre based ECD programmes. Coupled with more and better targeted funding, obstacles to
registering non-centre based ECD centres should be removed.
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6.1.4 Infrastructure upgrades and equipment
Government should ensure further targeted support to non-profit ECD programmes in quintiles
1 to 3, focusing on infrastructure upgrades, to enable these centres to register and receive
subsidies, and for funding for basic early education equipment, which will enhance the early
learning programme and prepare young children for formal schooling from Grade R to Grade
12, and beyond.
6.1.5 Upskilling of practitioners
The departments of basic education, social development and higher education and training
should prioritise the upskilling of existing ECD practitioners and develop a plan to
professionalise the ECD career path, with a comprehensive and harmonised professional
development system. ECD teachers are part of the backbone of the ECD sector. Given that the
main predictor of quality for an ECD programme is the quality of teacher-child interactions,
government should work together to increase the number of new and existing ECD teachers with
appropriate ECD qualifications.
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Chapter 8:
Financing and delivery of
inclusive education
1.

Introduction

Ensuring access to safe, quality education for children with disabilities is central to building an
inclusive education system. In South Africa, the right to basic and further education is entrenched
in Section 29 of the Constitution of the Republic of South Africa, 1996 (Act No. 108 of 1996)
(Constitution). Read together with Section 9, the right to education includes access to quality
education for learners living with disabilities. According to the Convention on the Rights of
Persons with Disabilities (CRPD), of which South Africa is a signatory, “Persons with
disabilities include those who have long-term physical, mental, intellectual or sensory
impairments which in interaction with various barriers may hinder their full and effective
participation in society on an equal basis with others” (United Nations, 2006:3). To give effect
to the above in 2001, the Department of Basic Education (DBE) produced the Education White
Paper 6, titled “Special Needs Education: Building an Inclusive Education and Training
System”. The white paper sets out the South African government’s short-, medium- and longterm aspirations with respect to special needs education. A strong non-government lobby
continually challenges government on the adequacy of its responses to inclusive education and
recent court decisions showed that the right to inclusive education for learners with special
educational needs is an immediate, and not a progressive right (Murungi, 2015). The
implications of this judgement for government is clear: efforts to realise the right to equal and
quality education that responds to a diverse range of needs, should be a priority. To date
provisioning for learners with special educational needs remains inadequate, and questions arise
regarding the underlying reasons.
1.1

The problem

The equitable provision of quality special needs education and inclusive education remains a
significant challenge. The disparities in access and resourcing of special needs education affect
the nine provinces to varying degrees, but with a clear spatial element, which originated in the
apartheid era. Better resourced and more highly urban provinces, such as Gauteng and the
Western Cape, have the highest number of special needs schools relative to provinces such as
the Northern Cape, Mpumalanga and the North West. This trend runs contrary to where the need
exists. Various other funding-related challenges beset special needs schools, for example while
ordinary public schools can be categorised as no fee schools, the same does not apply to special
needs schools, thus raising concern around those learners who come from indigent households.
Table 34 provides additional detail on the nature of the challenges that characterise this sector.
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Table 34: Challenges that characterise roll out of special needs and inclusive education in
South Africa
 While there is uncertainty around the exact number, the DBE estimated that there are approximately
597 953 children with disabilities who are not accounted for in the school system.
 There are provincial-based disparities in access and resourcing (financial and personnel-related resourcing)
inclusive education for children with disabilities.
 Lack of specialist support in ordinary public schools results in learners being incorrectly redirected to
special schools or remaining in ordinary schools without the required level of support.
 Special schools lack adequate specialist professional support staff.
 While ordinary public schools can be categorised as no fee schools, the same does not apply to special
needs schools, thus raising concern around learners who come from indigent households.
Source: DBE, 2015.

From a policy perspective, special needs education historically focused on disabled learners, and
learners who needed high-level support in dedicated facilities, ie, special schools. However,
Education White Paper 6 expands the concept of special educational needs by moving away
from the perspective that intrinsic factors (ie, the condition of the learner) alone determines the
need for special education. The white paper embraces the perspective that external factors are
also determinants in the need for special education, and that special needs education should
respond to a broader range of learning needs than that of learners with disabilities. It accepts that
diverse learning needs and resultant exclusion from learning may stem from a wide range of
factors, including physical, mental, sensory, neurological and developmental impairments,
psycho-social disturbances, and differences in intellectual ability, particular life experiences or
socio-economic deprivation. This perspective implies that many learners require some form of
support throughout their schooling careers, which may range from low to high levels, on a
permanent or temporary basis. The white paper has thus substantially broadened the scope of
special needs education, and necessitates the suitable and adequate accommodation of learners
with special learning needs in a holistic manner in an inclusive education system. When
considering both internal and external factors as contributors to special educational needs, it
becomes difficult to quantify the extent of the problem, particularly where learners need low or
moderate levels of support in mainstream educational facilities, through improved quality of
education (Naicker, 2014: 53).
1.2

Previous Commission research and objectives of current analysis

While the Commission has not previously done research specifically on special needs or
inclusive education, it has published a paper that is indirectly relevant to this area of education.
Its 2011 report, titled “Budget analysis and exploration of issues for improved performance in
basic education”, found the status of inclusive education in South Africa to be unsatisfactory.
The report recommended that inclusive education should be included in the delivery agreement
between the President and the Minister of Basic Education, and that relevant input and output
norms and standards should be developed for inclusive education, as a basis for designing the
fiscal framework for inclusive education.
This research considers the current situation regarding funding of special needs and inclusive
education and the extent to which the funding mechanisms that are available are used and are
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sufficient to ensure the realisation of the vision of special needs and inclusive education as a
“non-racial and integrated component” of the education system. Specific attention is given to
how the allocation of financial and non-financial resources has promoted and provided access to
inclusive education, and where it has failed to ensure the full realisation of the right to inclusive
education. The focus areas of the research are expressed in the following questions:

What is the current funding framework through which resources for special needs
education are provided and what is the current level of funding allocated in respect of
special needs education?

Who are the major role-players in the delivery of special needs education and are they
fulfilling their roles and responsibilities?

What are the major gaps in public sector resourcing of special needs education from both
a financial and non-financial perspective?

Based on best practice, what policy or funding reforms are required to ensure South Africa
moves towards a more appropriate funding framework and overall improved resourcing
for special needs education?
1.3

Literature review

A summary of the situation internationally and in South Africa is provided below, as well as key
issues that were identified in the literature review. It is clear that while the challenges
experienced with the implementation of inclusive education may have context-specific unique
features, many of the challenges and complexities in this field are similar across the world,
particularly in developing countries.
1.3.1 International literature on special needs education in the developing world
While there is much literature on various aspects of inclusive education and special needs
education in the developing world, there is much less on funding for inclusive education, and
which funding models have worked in Africa and other developing countries. As the World Bank
notes, “Quality data on participation and outcomes for children with disabilities is
lacking…There is limited evidence about effective interventions that can be implemented at
scale, especially around pedagogical practices and technology-assisted learning” (EU-ASNIE,
2016: 13).
Literature on inclusive education funding models argues strongly that policy makers and
planners need to have a very clear understanding of what all the dynamics of genuinely inclusive
education are, and what philosophy is informing their policies. As a starting point, it is important
to differentiate between the concepts of integration (the physical presence of children with
disabilities in mainstream classes and schools) and true inclusion. These differences result in an
inconsistent approach in government support for inclusive education (Dedman, 2014:9).
“Needs-based” approaches in inclusive education funding, as opposed to “rights-based”
approaches, in which the principle of equity in the distribution and access to resources is central,
are seen as problematic by special needs and inclusive education experts. They argue for a
“cultural shift” away from needs-based approaches and “charity”, along with “concrete actions,
starting with resourcing inclusive education” (EU-ASNIE, 2016: 12). Even where developing
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countries in Eastern Europe64 and Africa65 have promoted satisfactory policies and approaches,
they often have not provided the funding to support such policies. Inclusive education funding
is highly complex, complicated, context specific66, and entails “cross-ministerial action, multilevel financial responsibilities and inter-institutional funding” (EU-ASNIE, 2016: 22).
Various international role players have produced useful guidance on priorities, models and
principles to be taken into account when considering funding of special needs/inclusive
education. In this regard, UNICEF outlines three key funding models to determine funding for
students with disabilities:

Input or per capita: Formulas count the number of students with special education needs,
including children with disabilities. Larger per capita amounts may be specified for such
factors as age, location, disability status. This funding follows the student, and encourages
local schools to accept children with disabilities, and overcome schools’ capacity concerns
to provide the necessary support (Dedman, 2014: 15, 16).

Resource-based (throughput): Based on services provided, accompanied by fiscal policies
that mandate qualified units of instruction or programmes. In this decentralised funding
model, municipalities decide on how special needs education funds should be used, and
on the degree of funding (Dedman, 2014: 17).

Output-based: Not used widely, this model makes use of tied funding and school
accreditation which is directly linked to student achievement scores. Severe economic
sanctions for low student performance penalise schools for circumstances beyond their
control, and encourages segregation by incentivising referral of students to special
education programmes (Dedman, 2014: 18).
In summary, the literature points towards a flexible, decentralised per capita model of funding
for special needs education which moves away from a segregated and outputs-based system.
1.3.2 South African literature
In South Africa, various challenges have been experienced with the implementation of special
needs/inclusive education. Where a holistic approach is followed, a wide range of actors are
involved. The strength of this approach is that comprehensive solutions can be provided, and
resources can be used cost effectively. The success of this approach assumes that all role players
will actually fulfil their roles, and that they will do so in a synergistic manner. When this does
not happen, challenges can be experienced in the delivery of services and in overseeing service
delivery, for example where two departments have to collaborate to provide scholar transport
oversight (PMG, 2019).
64

For example, Armenia, Azerbaijan, Belarus, Bosnia-Herzegovina, Georgia, Kosovo, the former Yugoslav
Republic of Macedonia, and Serbia have developed good inclusive education policies, but they are not supported
by budgets, action frameworks, indicators and implementation commitments, with the consequence that inclusive
education is often not “harmonized with overall education planning” (Dedman, 2014: 9).
65
In Africa, countries with progressive policies, such as Botswana, have had many challenges regarding funding
and implementing such approaches (Obonye, 2014).
66
The context of overall allocation and receipt of money is unique for each country, due to country-specific
composition of government, local laws and policies, bureaucratic processes and control systems, as well as other
factors that influence which funding models work in which context.
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There appears to be a conundrum of national determination of budgets and provincial human
rights obligations. Budget constraints on national level determine the equitable share allocated
to provinces, and within these constraints service delivery has to take place mostly at provincial
level. “Any decrease in the national and provincial equitable shares as a percentage of total
government expenditure is therefore likely to put pressure on basic education funding”
(Khumalo and Hodgson, 2016: 48), and “even if a province really wanted to equalise schooling
inputs and outcomes...its ability to do so is limited by the fact that its main budget is based on
an equitable share formula that hasn’t taken this consideration significantly into account”
(Khumalo and Hodgson, 2016: 51).
Although provinces are dependent on what is allocated to them, lack of funding cannot be used
as a reason for non-delivery on the right to equal access to quality education, as is evident from
the ruling in a 2014 court case (Madzodzo v Minister of Basic Education) that government
cannot use a limited budget as a reason for non-delivery (Khumalo and Hodgson, 2016: 232).
Section 27’s report (2015: 77), titled “Left in the Dark”, states that “poor planning, budgeting
and funding for the implementation of White Paper 6 ‘is an important reason for the delay and
non-implementation of policies’”. The same report quotes a report titled “Budgeting for realising
the right to basic education for children with disabilities in South Africa (Budlender, 2015),
which criticises the DBE for not establishing a new conditional grant, as proposed by White
Paper 6, several years later.
While the funding available for creating an inclusive education system is insufficient, there are
also concerns about under-spending of available funding, particularly on school infrastructure,
and the grant for Learners with Severe to Profound Intellectual Disabilities (LSPID Grant).
Special needs and inclusive education are complex by nature, and the effective and efficient
delivery of access to needs-based education depends on the simultaneous resourcing of the full
range of inputs required to deliver special needs and inclusive education. Providing for only one
aspect will not enable realisation of the rights of children in need of special and inclusive
education.
Special needs schools and full service schools experience high demands, which can be attributed
to the under resourcing and slow transformation of the education sector to provide adequate
numbers of special needs and inclusive schools, coupled with the implementation of the broader
definition of learners with special educational needs.
Disaggregated data is required to implement and monitor evidence-based interventions. The
need for government to put in place a system for regular data collection relating to the education
of children with disabilities and specific requirements for disaggregated data for age, gender,
population group, province and geographical location down to district level was highlighted in
the alternative report to the UN (The Right to Education for Children with Disabilities Alliance,
2017).
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The issue of fee exemption for learners and schools for special needs are under discussion, and
these conversations include hostel fees and transport costs, particularly for learners from poor
communities. DBE admitted in a recent presentation to the portfolio committee on education
that it did not initially make provision for fee exemption in special needs schools. It was recorded
that “…when DBE started implementing the pro-poor policy of government, for some reason, it
escaped DBE to include the most vulnerable learners in the system. (PMG, 2019) DBE is now
looking into the matter, together with pro-poor policy experts, to “…see if they were adequately
funded, and if DBE would be able to declare them, within the immediate future, as no-fee-paying
schools, ‘expensive as they might be’” (PMG, 2019: 9).
1.4

Methodology

In carrying out this research, a mixed method design using quantitative and qualitative data in
the form of secondary data (literature, document and budget review) and primary data (key
informant interviews and focus group discussions) was used. This methodology ensured that
data was collected through different methods, by different team members, and from a range of
stakeholders, thereby enabling triangulation of observer, data source and method, to strengthen
the richness, depth and reliability of the research.
In terms of primary data collection and analysis, fourteen interviews were conducted. A
breakdown of these interviews are provided in Figure 52.
Figure 52: Summary of primary data collection
14 interviews with a total of 26 participants
2 focus group discussions (FGD) with 14 civil society participants
FGD 1: 2 participants
FGD 2: 12 participants
12 key informant interviews
9 Government participants
3 Non-government participants
1 DBE (national) advisor
3 DBE (national) officials
1 provincial education department official (Northern
Cape)
2 provincial department of social development
officials (Northern Cape and Western Cape)
2 treasury officials (1 National Treasury, and 1
Gauteng Provincial Treasury)

1 civil society budget analyst
1 international donor agency representative
1 academic

A review and analysis of provincial education budgets (covering the period 2009/10 to 2018/19)
formed a key part of the secondary data analysis. The analysis of this data helped to establish
trends regarding special needs and ordinary public school education budgets per province. Total
expenditure in real terms was analysed for all provinces for public special and ordinary schools.
Year on year real growth rates in special and ordinary schools’ expenditure by province was
calculated. The documents required for the budget analysis were sourced from the websites of
National Treasury, the national and provincial departments of education and Statistics South
Africa. Key documents included estimates of provincial revenue and expenditure, budget votes,
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intergovernmental fiscal reviews (IGFR) and financial statistics of provincial government.
Performance data was extracted from a combination of the estimates of provincial revenue and
expenditure and annual performance plans.
2.
2.1

Contextualising special needs and inclusive education in South Africa
Policy and legislation underpinning the special needs and inclusive education sector

As noted earlier in the paper, the right to basic and further education is entrenched in Section 29
of the Constitution. Read together with Section 9, the right to education includes access to quality
education for learners living with disabilities. At a policy level, funding of special needs
education in South Africa is framed by the White Paper 6 on Special Needs Education: Building
an Inclusive Education and Training System (2001).
A distinguishing aspect of the white paper is that it proposes that special needs education should
respond to a broader range of learning needs than that of learners with disabilities, and accepts
that diverse learning needs and resultant exclusion from learning may stem from a wide range
of factors, including physical, mental, sensory, neurological and developmental impairments,
psycho-social disturbances, differences in intellectual ability, particular life experiences or
socio-economic deprivation. It further recognises contributions to the marginalisation of learners
with diverse learning needs of factors such as negative attitudes to, and stereotyping of
difference, inflexible curriculum, inappropriate languages or language of learning and teaching,
inappropriate communication, inaccessible and unsafe built environments, inappropriate and
inadequate support services, inadequate policies and legislation, the non-recognition and noninvolvement of parents, and inadequately and inappropriately trained education managers and
educators.
Historically, special needs education tended to focus on those who were disabled, needed highlevel support in dedicated facilities, and would not be able to function in the mainstream
education system. However, the wider definition of special needs education which recognises
that many learners require some form of support throughout their schooling careers, ranging
from low- to high-intensity, either on a permanent or temporary basis, has substantially
broadened the scope of special needs education, and necessitates the suitable and adequate
accommodation of learners with special learning needs in a holistic manner in an inclusive
education system.
The wide spectrum of special needs education is clear from the ten domains of specialisation
identified in the white paper, as reflected in Figure 53 below. The white paper further
distinguishes between learners who require low, moderate and high levels of support, and makes
provision for addressing their needs in ordinary schools, full service schools and special needs
schools.
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Figure 53. Domains of special needs
1. Vision
(blind, low vision or
partial sightedness,
deaf-blindness)

2. Hearing
(deaf, hard of
hearing, deaf
and hearing
impaired)

5. Learning and Cognition
(moderate, severe and profound
intellectual disability or learning
disabilities)
7. Health
(including mental
health) (cross-cutting)

3. Motor
(partial or total loss of
function of a body part,
usually a limb or limbs)

4. Communication – cross-cutting
(little or no functional speech
requiring Augmentative and
Alternative Communication [AAC])

6. Neurological and Neuro-developmental impairments
(including epilepsy, cerebral palsy, attention deficit hyperactivity
disorder [ADHD], specific learning disabilities, traumatic brain injury,
fetal alcohol syndrome [FAS] and autism spectrum disorder [ASD])

8. Behaviour
and Social
Skills

9. Skills and Vocational
Education and Training /
Technical Occupational

10. Multiple and Complex
needs and developmental
support

Source: Development Works Changemakers (Derived from the 10 domains of special needs listed in DBE, 2018:
14 and descriptions in DBE, 2015, and International Neuromodulation Society, n.d.)

Generally, the policy process is complete once a policy is translated into legislation and the
relevant department then drafts various guidelines/regulations to give further effect to
legislation. As is evident from Table 35 below, DBE has published a series of guidelines, policies
and manuals to facilitate and promote implementation of the white paper. However, a vital step
is missing in the policy process which is the translation of policy into legislation. This then
renders the various departmental “regulations” as mere guidelines without legal force.
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Table 35: Overview of policy, legislation and departmental regulations guiding the delivery
of social welfare services
Broad statement of
government policy
White Paper 6 on

special needs
education: Building
an inclusive
education and
training system
(2001)

Legislation

Departmental regulations or service standards
 Draft national guidelines for resourcing an inclusive education system
(2018)
 Draft national norms and standards for resource distribution for an
inclusive education system (2015)
 Guidelines for special schools (2014)
 Policy on screening, identification, assessment and support (SIAS)
(2014)
 The South African sign language: home language curriculum and
assessment policy statement (SASL HL CAPS) for Grades R-12
(2014)
 Guidelines for responding to learner diversity in the classroom
through curriculum and assessment policy statements.
 National curriculum statement (NCS).
 Curriculum assessment policy statement (CAPS) Grades R – 12
(2011)
 Guidelines for full service/inclusive schools (2010)
 Guidelines for inclusive teaching and learning.
 Education White Paper 6: Special needs education (2010)
 Guidelines to ensure quality education and support in special schools
and special school resource centres (2007)
 Guidelines for district based support teams (2005)
 Guidelines for inclusive learning programmes (2005)
 Special schools as resource centres (2005)

In the absence of specific special needs and inclusive education legislation, the sector has to rely
on what is currently legislated – here the South African Schools Act, the School Funding Norms
and Standards and the Post Provisioning Norms are important.
South African Schools Act, 1996 (Act No. 84 of 1996) (SASA): The aim of the SASA is to
provide for a uniform system for the organisation, governance and funding of schools. The
SASA makes provision for ordinary public school or a public school for learners with special
education needs (section 5(3)). In addition, Section 5(4) of the Act requires the MEC for
Education to, where reasonably practicable, provide education for learners with special
education needs at ordinary public schools and provide relevant educational support services for
such learners. Section 5(5) further requires that the MEC take all reasonable measures to ensure
that the physical facilities at public schools are accessible to disabled persons. Apart from these
provisions, other relevant provisions clauses exist covering compulsory attendance for learners
with special needs (Section 3(2)), membership of governing bodies at ordinary public schools
(Section 23(5)) and public schools for learners with special needs (Section 24). It can thus be
said that while the SASA recognises learners with special needs, there is a need for legislation
that speaks specifically and directly to learners with special needs.
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National Norms and Standards for School Funding (Notice 2362 of 1998): The norms and
standards were implemented in line with Section 35 of the SASA which delegates responsibility
for devising funding norms and standards to the Minister of Basic Education (after consultation
with the Financial and Fiscal Commission and the Minister of Finance). Overall when the school
funding norms and standards were published in 1998, it noted that separate funding norms and
standards would be devised for special needs schools. Further, Section 4 states: “The funding
policy for learners with special education needs who are enrolled in ordinary public schools is
unlikely to contradict the principles underlying the present document, even if adjustments are
eventually required”(DBE, 1996). Overall, the school funding norms and standards are applied
to learners with special needs who attend ordinary public schools. However for learners with
special needs who attend public special needs schools, norms and standards have yet to be
devised. As is clear from Table 35 above, while \ norms and standards for resourcing inclusive
education were drafted in 2015, they were adjusted to guidelines in 2018. There is thus an urgent
need to address the policy inertia in this sector so as to ensure that appropriate legislation is
enacted thereby allowing for enforceable regulations to be implemented and for funding of all
learners with special needs to be treated uniformly.
Post provisioning norms are implemented in line with the Employment of Educators Act, 1998
(Act No. 76 of 1998), the SASA, and the Labour Relations Act, 1995 (Act No. 66 of 1995). Post
provisioning norms represents government’s approach to determining how many teachers are
allocated per school. The factors informing the model include:

The number of learners at the school;

The number of learners with special educational needs at the school;

The number of grades for which each school caters; and

The subjects offered by a particular school.
To ensure that more teachers are available for learners with special needs, a relatively higher
weighting is given to learners with disabilities. However, for this to happen, a learner must be
assessed in terms of the Policy on Screening, Identification, Assessment and Support (SIAS).
While weightings allocated to learners with special educational needs theoretically can ensure
that a school can appoint more teachers to accommodate learners with special educational needs,
in practice various hurdles exist. As noted by Sephton, “…the DBE is failing to assess learners
who have been identified as requiring special needs education. Without the proper assessment,
schools are unable to adapt their post provisioning to reflect the educator needs of their learners”
(Sephton, 2017). SIAS represents a major reform and innovation within the special needs and
inclusive education landscape. Introduced in 2014, the policy aims to guide officials and teachers
in assessing not only for intrinsic factors in the child, but to also examine environmental barriers
to learning and development. Systematic training of teachers has been taking place in all
provinces and while progress has been made with the implementation of the SIAS policy,
universal implementation of it is necessary. Another suggestion was that certain recently
qualified specialists who are doing community service should work in district education offices
and schools to help to implement the SIAS policy, while NGOs such as The Occupational
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Therapy Association of South Africa could play a much greater role in training, advising,
awareness raising, and conducting needs assessments at schools.
2.2

Drivers of demand for special needs and inclusive education

The demand for special needs and inclusive education is driven by the number of learners of
school going age who have disabilities requiring special needs. Table 36 below, while providing
a rough idea of need, is far from an accurate reflection of the need. The statistic regarding
disability is indicative of all persons with disabilities aged five and up – it is thus not reflecting
the proportion which are of school going age. In addition, the statistics do not indicate those
learners under five years who have disabilities and should have access to early childhood
development (ECD) education.
The unemployment rate and other poverty related indicators have been included as they heighten
the need for subsidised, state provision of special needs and inclusive education.
Table 36: Drivers affecting demand for special needs and inclusive education
Province

Eastern Cape
Free State
Gauteng
KwaZulu-Natal
Limpopo
Mpumalanga
Northern Cape
North West
Western Cape
Total

Percentage of
disabled persons
(age 5 years and up)
5.0
5.3
3.0
4.0
6.5
4.4
6.4
6.4
3.5
4.4

Unemployment
rate %
35.4
34.4
31.1
26.1
20.3
34.7
29.4
33.0
20.4
29.0

% share of
children living in
poverty
17.8
4.8
12.6
26.6
13.9
8.3
2.1
7.2
6.7
100

% of adults
living in poverty
(headcount rate)
67.3
48.9
29.3
60.7
67.5
54.6
54.4
59.6
33.2
49.2

Source: GHS 2018, QLFS, 2019:Q2, Men, Women & Children: Findings of the Living Conditions Survey 2014/15

2.3
Population currently serviced through public provision of special needs and inclusive
education

In terms of the current provision of special needs and inclusive education, the data available is
specific to special needs schools. Data is not disaggregated to show the number of learners with
disabilities who are accommodated in public ordinary schools.
Table 37 shows that Gauteng, the Western Cape and KwaZulu-Natal have the highest number
of special needs schools and learners in South Africa. Some provinces have experienced an
increase in the number of learners but a decline in the number of educators with the number of
schools staying the same (Free State), some have seen an increase in the number of learners but
a decline in the number of schools (Mpumalanga), and some have experienced a decline in the
number of special needs learners (KwaZulu-Natal, Northern Cape, Western Cape).
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Table 37: Overview of provision of special needs school disaggregated by number of
learners, educators and schools, 2012 and 2016
Province

Learners

Educators

Schools

2012

2016

2012

2016

2012

2016

Eastern Cape

9 117

9 463

854

972

42

43

Free State
Gauteng

5 801
41 184

5 984
47 769

625
3 396

511
3 974

21
131

21
149

KwaZulu-Natal

16 264

14 986

1 393

804

72

65

Limpopo

8 524

8 630

684

697

34

35

Mpumalanga

3 549

3 778

355

377

20

18

Northern Cape
North West

1 646
5 437

1 494
7 395

165
465

153
652

10
32

11
32

Western Cape

20 076

19 904

1 802

1 832

82

81

Total

111 598

119 403

9 739

9 972

444

455

Source: Development Works Changemakers. Derived from EMIS data 2012 - 2016

2.4

Key role players in the special needs and inclusive education sector

Delivery of basic education, including special needs and inclusive education, is a concurrent or
shared function between national government and the nine provincial education departments.
Whereas provinces have an implementation mandate, that of the national Department of Basic
Education (DBE) is at policy, legislative and monitoring level. The national DBE is responsible
for developing, maintaining and supporting a South African school education system for the 21st
century. The department provides the national policy framework and monitors its
implementation, ensuring the achievement of Outcome 1 (quality basic education) of
government’s Medium-Term Strategic Framework (MTSF).
When it comes to implementing special needs/inclusive education, district education offices and
circuit offices play a major role in supporting schools of all types to provide for the needs of
learners. District offices should play a crucial role through the district based support teams
(DBSTs) envisaged in White Paper 6. The implementation of the white paper also relates to other
policies and initiatives in the education sector67, some of which require interfacing and
involvement with various other stakeholders at national and provincial level, such as the
Department of Social Development (DSD), the Department of Health (DoH), the Department of
Public Works (DPW), the Department of Transport (DoT), the Department of Public Service and
Administration (DPSA) and the South African Social Security Agency (SASSA), who
implement or support programmes to remove barriers to learning. The National Treasury and the
respective provincial treasuries also play a role insofar as funding and monitoring of spending is
concerned. By providing accurate data on which decision-making should be based, Stats SA also
plays a crucial role.
67

For example, the Tirisano programme, the district development programme, curriculum 2005, the language-ineducation policy, systemic evaluation (of the attainment of Grade 3 learners), the HIV/Aids life skills programme
and the joint programmes with the Business Trust on school efficiency and quality improvement.
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In addition to this, non-profit organisations, the private sector and academic institutions all
contribute to creating an enabling environment for the implementation of special needs
education. Higher education institutions are particularly important not just in providing research
on special needs education, but also in training teachers. Civil society organisations (including
non-profit, community-based and faith-based organisations) play an invaluable role in special
needs and inclusive education.
2.5

Funding of special needs and inclusive education

Funding for special needs and inclusive education is via the unconditional provincial equitable
share (PES) allocation to provinces. The PES allocation is formula based and consists of six
components, one of which is for education. This is the largest component comprising 48 per cent
of the total PES allocation per province. It is based on the size of the school going age population
(ages 5 to 17) and the number of learners (Grades R to 12) enrolled in public ordinary schools.
Apart from the equitable share allocation - which in theory can be spent as provinces see fit provincial education departments also receive various conditional grants. A conditional grant
funds a specific purpose and is subject to conditions. Generally, conditional grants are used to
fund infrastructure and this is the case with education. There are two key education infrastructure
related grants, namely the Education Infrastructure Grant (EIG) and the School Infrastructure
Backlogs Grant (SIBG). Focus is placed on the EIG. With respect to special needs and inclusive
education, a specific grant – the Learners with Severe and Profound Intellectual Disabilities
(LSPID) Grant - was introduced in 2017/18. The Occupation Specific Dispensation for
Education Sector Therapists Grant, which is relevant for special needs and inclusive education,
has been phased into the equitable share with effect from 2016/17 and no longer exists as a grant
(National Treasury, 2016: 24).
The rest of this section first provides an overview of general PES-related funding before looking
at selected conditional grants.
2.5.1 Provincial analysis of funding for special needs and inclusive education
This section provides a general picture of funding allocated to special needs and inclusive
education by province. A key constraint in terms of reporting/budget structure is that provincial
education departments have a specific budget programme for special needs schools; however
there is no disaggregated reporting on funding towards inclusive education, for example, in
public ordinary schools. Thus this section can only provide analysis on allocations to special
schools and public ordinary schools at a general level and not in terms of resource allocations to
inclusive education.
Table 38 compares real expenditure between two time periods; 2008/9 and 2017/1868 as well as
providing real annual average growth rates for the period 2008/09 to 2017/18. In both fiscal
years, Gauteng, Western Cape and KwaZulu-Natal have the highest expenditure allocations.
Nearly 50 per cent of the country’s child population (5- to 17-year olds) is resident in KwaZulu68

2008/09 estimates deflated to 2017/18 prices.
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Natal and Gauteng (22 and 21 per cent respectively)69. The Eastern Cape has the third largest
share of the country’s child population (5- to 17-year olds) but budgetary allocations to public
special schools grew by only 6 per cent between 2008/09 and 2017/18, the lowest among all
provinces in the country. On the other hand, the Western Cape province, where 10 per cent of
children aged 5- to 17-years are resident, has the second largest budgetary allocation for special
needs education and its allocation in 2017/18 is almost double (1.7 times) that of the Eastern
Cape, which has significantly more children. The largest increases in public schools’ spending
has been in the North West, Gauteng and Limpopo (153 per cent, 71 per cent and 62 per cent
respectively.
The last column in Table 38 shows the real annual average growth in expenditure between
2008/09 and 2017/18. On average, spending on special needs education has increased over time;
except for the Eastern Cape, all other provinces recorded increases of 4 per cent or higher. The
provinces with the highest average real growth rates are the North West (11 per cent), Gauteng
(6 per cent) and Limpopo (6 per cent) while the lowest is the Eastern Cape which saw an increase
of less than 1 per cent over the 9-year period.
Table 38: Provincial expenditure on special schools
2008/9

2017/18

% change
(2008/09 and
2017/18)

Year-on-year
average real
growth rate
(2008/09-2017/18)

641 160.93
348 532.02
1 409 161.42

682 834.00
506 841.00
2 411 029.00

6.50%
45.40%
71.10%

0.77%
4.31%
6.33%

KwaZulu-Natal
Limpopo
Mpumalanga

758 171.85
294 486.48
208 063.87

1 124 496.00
477 414.00
293 437.00

48.30%
62.10%
41.00%

4.62%
5.60%
4.07%

Northern Cape
North West
Western Cape

98 304.02
227 037.96
816 610.92

141 803.00
574 733.00
1 188 911.00

44.20%
153.10%
45.60%

4.35%
11.21%
4.41%

R’000

Eastern Cape
Free State
Gauteng

Source: Development Works Changemakers. Derived from estimates of provincial revenue and expenditure

In 2017/18, special needs expenditure as a percentage of total education expenditure (all
provinces) was 3.3 per cent. This is a slight increase from 3.1 per cent recorded in 2015/16.
However, across provinces, there are some slight variations across the three years (see Figure 54
below). For all three fiscal years under consideration, the Western Cape and Gauteng provinces
have the largest percentage share allocations for special needs education (out of total education
expenditure). In 2017/18, special needs education spending was 5.8 per cent in both provinces.
Mpumalanga and Limpopo provinces have the lowest shares, with allocations of 1.5 per cent
and 1.6 per cent respectively. These allocations have remained fairly stable since 2015/16. The
two provinces are followed by the Eastern Cape which allocated 2.1 per cent of total education
69

Analysis from the General Household Survey 2018
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spending to special needs education for all three fiscal years under consideration. Notably, these
three provinces have the greatest extent of rural populations according to the 2011 census.
Figure 54: Spending on special needs education as a percentage of total provincial
education expenditure (2015/16 - 2017/18)
7.0
6.0

5.8

5.8

5.0
3.9

4.0
3.0
2.0

2.1

3.8
2.4

2.3
1.6

1.5

1.0
0.0

2015/16

2016/17

2017/18

Source: Development Works Changemakers. Derived from estimates of provincial revenue and expenditure

A provincial analysis of real annual average growth rates for special needs schools relative to
public ordinary schools over the period 2008/09 to 2017/18 is presented in Figure 55 which
shows that real annual average growth in funding for special schools across all provinces over
the 9-year period has been faster than that of public ordinary schools. The earlier fiscal years
(2008/09 - 2009/10 and 2009/10 - 2010/11) recorded the highest year on year growth rates in
special needs spending, but the growth in spending has declined since then and averaged 3.9 per
cent (all provinces) over the last four fiscal years (2013/14 to 2017/18). The above is a positive
development but needs to be considered within the context of special needs funding moving
from a much lower base than funding for public ordinary schools.
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Figure 55: Spending on special needs education as a percentage of total provincial
education expenditure (2015/16 - 2017/18)
11.2

12.0
10.0
8.0
6.0
4.0
2.0

4.4

4.1
2.9

4.5

4.3
3.0

2.6

6.3

5.6

4.6

2.3

4.3

2.2

5.1
3.4
1.9

2.4

0.8

0.0
-2.0

-0.8

Public Special Schools

Public Ordinary Schools

Source: Development Works Changemakers. Derived from Estimates of Provincial Revenue and Expenditure.

2.5.2 Provincial analysis of conditional grant funding for special needs and inclusive
education
The LSPID Grant is an important funding mechanism as it relates specifically to funding for
special needs education. The specific aim of the grant is to expand access to education for
learners with profound intellectual disabilities. This conditional grant was established as a result
of a 2010 court case in the Western Cape that raised concern around the fact that the state made
no direct provision for education of children with severe to profound intellectual disabilities, and
that it did not provide schools for such children in the Western Cape. The court directed the state
to take reasonable measures to give effect to the education rights of these children in the Western
Cape. In 2016, the National Treasury awarded the DBE a conditional grant – the LSPID. The
grant was first allocated in 2017/18. It is therefore not possible to analyse the levels of spending
over a 10-year period. However, it is possible to gauge the extent of allocations for the duration
that the grant has been in existence. Table 39 outlines allocations to this conditional grant by
province. From an initial allocation of R72 million at its inception, funding for this grant is
projected to increase to just over R256 million by the end of the period reviewed.
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Table 39: Allocations to the LSPID Grant (R’000)
Province

Budgeted

Forward estimates

2017/18

2018/19

2019/20

2020/21

2021/22

Eastern Cape

3 537

23 957

25 182

27 768

29 295

Free State

11 368

20 386

25 369

27 670

29 192

Gauteng

12 632

26 451

31 259

33 715

35 569

KwaZulu-Natal

5 558

27 230

32 279

34 586

36 488

Limpopo

9 853

21 700

26 839

28 932

30 523

Mpumalanga

12 883

20 709

26 094

29 020

30 616

Northern Cape

2 021

6 508

11 298

13 260

13 990

North West

2 274

12 797

16 267

18 414

19 427

Western Cape

11 874

25 733

26 198

29 499

31 122

Total

72 000

185 471

220 785

242 864

256 222

Source: Development Works Changemakers. Derived from Division of Revenue Schedules, National Treasury.

Table 40 provides an assessment of the spending performance of this conditional grant by
province in 2017/18 and 2018/19. Overall, spending performance has improved from 68.4 per
cent (2017/18) to 82.7 per cent (2018/19). Underperforming provinces include the Eastern Cape,
Free State and to a lesser extent KwaZulu-Natal, North West and Limpopo.
Table 40: Spending performance of the LSPID conditional Grant, 2017/18 and 2018/19
R'000
Province
Eastern Cape
Free State
Gauteng
KwaZulu Natal
Limpopo
Mpumalanga
Northern Cape
North West
Western Cape
National
average

Total
available
3 537
11 368
12 632
5 558
9 853
12 883
2 021
2 274
11 874
72 000

2017/18
Provincial
payments
728
2 957
11 688
2 696
4 666
11 371
1 557
2 193
11 401
49 257

% spent
20.6%
26.0%
92.5%
48.5%
47.4%
88.3%
77.0%
96.4%
96.0%
68.4%

Total
available
25 778
20 397
26 451
28 330
23 688
20 709
6 837
12 797
26 206
191 193

2018/19
Provincial
payments
9 999
14 260
26 440
22 992
20 934
20 709
6 832
10 476
25 521
158 163

% spent
38.8%
69.9%
100.0%
81.2%
88.4%
100.0%
99.9%
81.9%
97.4%
82.7%

Source: FFC briefing to portfolio committee on basic education, October 2019.

Numerous challenges exist that hamper performance of this conditional grant. These include:

General teething problems that arise with new grants;

Under expenditure in some provinces due to the delay in the recruitment of required
personnel; and

Access issues – long waiting periods for placement of learners into special schools.
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Overall, the existence of this conditional grant indicates commitment to fund special needs
education. However, is the intervention proportional to the challenge, especially considering the
need for specialised infrastructure to ensure access as well as other specialised inputs like
assistive technology?
The Education Infrastructure Grant (EIG) is one of the education conditional grants used to
supplement provincial allocations. The main purpose of the grant is to:

Help accelerate construction, maintenance, upgrading and rehabilitation of new and
existing infrastructure in education including district and circuit accommodation;

Enhance capacity to deliver infrastructure in education;

Address damage to infrastructure caused by natural disasters;

Address achievement of the targets set out in the minimum norms and standards for school
infrastructure.
Funding via this conditional grant can be used for infrastructure related to special needs and
inclusive education - one of the outputs as per the grant framework is “Number of new special
schools provided and existing special and full service schools upgraded and maintained”.
However in terms of the performance reporting/data, it is not clear to what extent the conditional
grant is being used to fund infrastructure related to special needs and inclusive education.
3.

Personnel

As mentioned above the allocation of teachers to public schools is governed by the post
provisioning model which takes into consideration various factors with relatively higher
weighting attached to learners with disabilities. This to ensure that more teachers are allocated
where learners with special needs are based. Table 41 shows the number of special needs
educators in 2012 and 2016. Overall, the number of educators in special needs schools have
increased marginally (by 2 per cent) from 9 739 to 9 972. The biggest increase was in Gauteng
while the largest reduction was in KwaZulu-Natal. Over the same period: while the educator to
school ratio (ESR) has remained the same at 21.9 (meaning that the average number of educators
per school has remained the same), the average learner to educator ratio (LER) has increased
marginally from 11.5 to 12, meaning that on average, there are slightly more learners per
educator.
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Table 41: Number of special needs educators, 2012 and 2016
Province

2012

2016

Change

Eastern Cape
Free State
Gauteng
KwaZulu Natal
Limpopo
Mpumalanga

854
625
3 396
1 393
684
355

972
511
3 974
804
697
377

118
-114
578
-589
13
22

Northern Cape
North West
Western Cape
National total

165
465
1 802
9 739

153
652
1 832
9 972

-12
187
30
233

Source: Development Works Changemakers. Derived from EMIS data 2012 - 2016

Most ordinary public schools cannot live up to the expectations of White Paper 6 since they lack
the training, capacity and support even to cater for low-level special needs learners. As noted by
Sephton (2017), “Some schools are able to achieve a lower learner to teacher ratio if they offer
more subjects and if they are able to properly diagnose and identify learners with special needs.
This often favours the wealthier schools, who have the resources to identify learners with special
needs and who are able to offer more subjects through the use of teachers appointed by the school
governing body. Poorer schools are forced to offer a limited number of ‘core’ subjects due to the
low learner numbers and shortage of teachers funded by the provincial education department”.
4.

Analysis of key issues

Many of the primary research findings relate to contextual and systemic issues which have
influenced how inclusive education has been legislated, funded and implemented in South
Africa. These overall systemic challenges relating to policy development and implementation,
funding, human capital and data greatly influence the inclusive education landscape, and feed
into the issues relating directly to the main research questions.
4.1

Incomplete policy development and its implications

Despite explicit constitutional provision for special needs education, to date, no specific
legislation exists to translate policy ideals as reflected in White Paper 6 into law. As a result this
has stunted the development of a specific funding approach for financing special needs and
inclusive education. Learners with special needs who are based in ordinary public schools are
subject to the national norms and standards for school funding, while there is no equivalent for
learners with special needs located in public schools for special needs. There is thus a need to
ensure that all there is uniformity in funding all learners with special needs.
In addition, although White Paper 6 sets out a vision for an inclusive education and training
system, its major focus is “special needs education”. This ambiguity – conflating special needs
education and inclusive education, coupled with the incomplete policy process which has seen
the “ordinary school” vs “special needs school” dichotomy maintained in the South African
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Schools Act - has also influenced funding models that were adopted, with funding tending to
focus on special needs education. Thus, much fewer resources have been provided to public
ordinary schools to promote inclusive education, with budgets for special needs education
instead focusing solely on special schools. Where funding has been allocated to the
implementation of inclusive education, budget and reporting structures are such that it is
impossible to clearly identify the magnitude of funding allocated to the promotion of inclusive
education.
Given the above and notwithstanding the urgent need for legislation to guide resourcing in this
sector, it has been almost 20 years since White Paper 6 was introduced, and there is a need to
revisit this policy and assess whether the criteria and indicators for achieving inclusive education
are still relevant.
4.2

Spending on special needs relative to inclusive education

Stakeholder interactions revealed a number of strong views about the fact that most of the limited
available funding is currently directed towards special schools, rather than promoting inclusive
education in the whole education system. Due to lack of disaggregation in terms of funding to
promote inclusive education, this can neither be proven nor disproven through the budget
analysis. Should the policy process be completed and legislation on special needs and inclusive
education be established, this challenge could be addressed. In essence, until legislation and
accompanying funding guidelines are finalised, funding will remain in a state of flux.
4.3
Role players and the need for closer collaboration and coordination in the special needs
and inclusive education sector

Generally, stakeholders interviewed felt that inadequate funding, along with coordination
challenges and lack of capacity, curtailed the ability of many of the key role players in the special
needs and inclusive education sector to perform to the required level.
A number of concerns were raised by interviewees about role players not coordinating or
working together well enough to support inclusive education. The view was that there is a
definite lack of communication and awareness of what everyone’s role should be and how
optimally every role should be fulfilled. Examples of where closer inter-departmental
collaboration and coordination is required exists in the following cases:

Between provincial education departments and provincial departments of social
development because the LSPID Grant, which is conditional, requires close collaboration
between these two departments;

Transport is another area in which coordination between departments is necessary, but
there are major issues relating to the provision of adequate transport for learners with
special needs, including its funding and coordination. The issue is all the more complex
due to the specialised nature of the transport required for specific kinds of learners with
special needs, not to mention the difficulty of large distances between schools and learners’
homes; and

Availability and accessibility of assistive devices is another area in which strong
coordination is needed between departments in both budgeting and service delivery. In
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order for a child to have access to an assistive device, it is necessary for their special needs
to be assessed and verified by a qualified medical practitioner. Both the assessment and
the provision of the assistive device (be it for mobility or assistance with hearing etc.) is
the responsibility of the DoH. Children then attend schools with these devices, but they
are not the responsibility of the DBE.
Stakeholders also raised the fact that civil society, NGOs and the corporate sector can play an
important role in supporting inclusive and special needs education, including supporting schools
with financial and non-financial resources. This role is currently under-developed and
uncoordinated.
4.4
Greater political will required to drive priority and resourcing for special needs and
inclusive education

Implementation of an ambitious programme such as inclusive education depends not only on
availability of funding and specialised skills, but to a large extent on effective leadership and
political will to find creative and innovative solutions for complex challenges. Slow
implementation and reactive responses question the priority government gives to inclusive
education. The tendency seems to be to focus on the cost of providing special needs/inclusive
education, without consideration for the long-term social and economic cost of not providing
equal access to education.
4.5

Human capacity challenges

In addition to funding constraints, the human capacity required to implement responses that meet
the demand for special needs/inclusive education (both in terms of having the required skills and
competencies, and having enough of them) is not always available, specifically in the areas of
special needs (educational) expertise, therapeutic services, maintenance of assistive devices,
infrastructure planning and delivery, and procurement. While inroads have been made with
capacitating and sensitising teachers about special needs education through continued
professional development of teachers, as well as with the implementation of the SIAS policy,
and the introduction of some curriculum responses (eg, sign language and special care centres),
sufficient curriculum differentiation has not yet taken place, and indications are that teacher
training has not been updated to the extent required to ensure that newly qualified teachers are
fully capable of providing inclusive education to all learners in ordinary and full service schools.
The latter is one of the central issues that needs to be addressed in order to ensure that ordinary
public schools can properly accommodate special needs learners
According to stakeholder consultations, the availability of specialist staff - including
occupational therapists, speech and language therapists, remedial therapists, play therapists,
educational psychologists, social workers, physio-therapists, architects, orientation and mobility
therapists - even in special schools is also far from adequate.
As noted previously, the current post-provisioning system does not work well for many schools,
resulting in shortages of key specialists and support staff. Post provisioning is also implemented
differently in different provinces, while there are several versions of the post-provisioning
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norms, of which some are not gazetted properly. There is consequently confusion around this
system, and the provinces act independently of each other. Given that post provisioning accounts
for about 80 per cent of spending on schools, this is a major problem.
4.6

Need for reliable data and specific reporting on special needs and inclusive education

Availability, accuracy and quality of data on special needs and inclusive education is a challenge.
Consultations with stakeholders raise the concern that there is no way of telling what has been
spent on supporting learners with disabilities in public ordinary schools. This challenge of
separating out, in monitoring and reporting, what is spent on special schools in particular, versus
what is spent on building the capacity of ordinary schools to include learners with disabilities
and support the other learning needs, and is the biggest difficulty. These data deficiencies
undermine planning, budgeting, performance management and oversight as it relates to special
needs and inclusive education. In interviews, a range of stakeholders also felt strongly that socioeconomic data gathered by bodies such as Stats SA does not reflect the reality of the need, and
that planning for special needs education is therefore not based on real needs. This view is
confirmed by an analysis of Census data (2011), which showed for example that children with
disabilities aged 0-4 years were not included in Census 2011.
5.

Conclusion

Twenty six years into democracy, special needs education remains a significant challenge in
South Africa. Many of the primary research findings relate to contextual and systemic issues
which have influenced how inclusive education has been legislated, funded and implemented in
South Africa. These overall systemic challenges relating to policy development and
implementation, funding and data greatly influence the inclusive education landscape, and feed
into the issues relating directly to the main research questions.
5.1

Recommendations

The recommendations are:
5.1.1 Implementation plan
Alongside finalising legislation to underpin the roll-out of inclusive education, the DBE should
take the lead in developing a public sector detailed, time-bound and costed implementation plan
that promotes awareness of what inclusive education entails.
Linked to this, an evaluation of White Paper 6 should be undertaken, to systematically review
implementation progress thus far, and to inform context-sensitive future planning and
implementation, which builds on learning about what works and what does not work. The DBE
should develop a standardised set of core indicators for implementing inclusive education across
all provinces, so that the implementation of inclusive education can be measured and monitored
in a systematic manner.
5.1.2 Determine extent of special needs
As a matter of priority, the DBE together with relevant stakeholders, need to determine the extent
of learners with special educational needs. This will assist in ensuring more evidence-based
policy-making and implementation. The assessment should be aligned to the ten domains of
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support identified in the White Paper 6 and all three levels of support. To carry out this needs
assessment, the DBE should set up a reference group of key stakeholders, to ensure the
participation and contribution of role players from both in and outside government. The extent
of the need cannot be determined only by census data and will require the contribution of all role
players who have access to data and/or are able to generate data. Stats SA should be a key partner
in conducting this needs assessment, and in particular amend the domains of disability in the
census questionnaires, to ensure better alignment of census data with the ten domains of support
identified in the white paper.
5.1.3 Develop holistic funding framework
To support the implementation of inclusive education in South Africa, the DBE must spearhead
the development of a holistic funding framework to ensure a uniform approach to funding
learners with special educational needs, irrespective of the type of school they attend. This will
address the existing approach of funding learners with special needs differently, based on the
type of school they attend. The merits of a hybrid approach to funding, which combines
considerations of the cost of rolling out programmes alongside specific learner needs, should be
further investigated.
5.1.4 Allow for disaggregation in reporting
The DBE must take steps to adjust reporting in order to allow for disaggregation of funding and
performance information related to the roll-out of inclusive education. Budget structures should
be revised to ensure that inclusive education budgets are aligned to the type of facilities available
in an inclusive education system, namely: public ordinary schools, full-service schools, special
needs schools and special care centres.
5.1.5 Prioritise development of teacher capacity
With respect to inclusive education, the DBE and the Department of Higher Education and
Training must prioritise the development of teacher capacity at higher education level and as
part of ongoing professional development initiatives. Teacher training in higher education
facilities must be aligned, to ensure that new teachers are fully competent to implement inclusive
education in the classroom. This is a key lever for change, and should be prioritised. Similarly,
ongoing professional teacher development should take place, and training in implementing the
SIAS policy should be extended to all teachers, with a particular emphasis on those from poorer
and/or more rural schools.
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Appendix 1: Summary of data audit
Variable
Education component
Poor primary school learners
in urban areas per province

Availability

Source

Alternative

Source

Partial

To use income quartiles to capture
poor/non-poor, outdated census data
would need to be used.

Census 2011

Poor primary school learners
in rural areas per province

Partial

To use income quartiles to capture
poor/non-poor, outdated census data
would need to be used.

Census 2011

Non-poor primary school
learners in urban areas per
province

Partial

To use income quartiles to capture
poor/non-poor, outdated census data
would need to be used.

Census 2011

Non-poor primary school
learners in rural areas per
province

Partial

To use income quartiles to capture
poor/non-poor, outdated census data
would need to be used.

Census 2011

Poor secondary school
learners in urban areas per
province

Partial

Stats SA Community Survey 2016 as cited in Education
Series Volume III: Education Enrolment and
Achievement, type of educational level
(primary/secondary) can be split by geographic area
(urban, tribal and rural). No measure for poor/non-poor.
Stats SA Community Survey 2016 as cited in Education
Series Volume III: Education Enrolment and
Achievement, type of educational level
(primary/secondary) can be split by geographic area
(urban, tribal and rural). No measure for poor/non-poor.
Stats SA Community Survey 2016 as cited in Education
Series Volume III: Education Enrolment and
Achievement, type of educational level
(primary/secondary) can be split by geographic area
(urban, tribal and rural). No measure for poor/non-poor.
Stats SA Community Survey 2016 as cited in Education
Series Volume III: Education Enrolment and
Achievement, type of educational level
(primary/secondary) can be split by geographic area
(urban, tribal and rural). No measure for poor/non-poor.
Stats SA Community Survey 2016 as cited in Education
Series Volume III: Education Enrolment and
Achievement, type of educational level
(primary/secondary) can be split by geographic area
(urban, tribal and rural). No measure for poor/non-poor.

To use income quartiles to capture
poor/non-poor, outdated census data
would need to be used.

Census 2011
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Poor secondary school
learners in rural areas per
province

Partial

Non-poor secondary school
learners in urban areas per
province

Partial

Non-poor secondary school
learners in rural areas per
province

Partial

Number of special school
learners per province
Number of inappropriate aged
ordinary primary school
learners per province

Yes

Learner-educator ratio for
primary school – urban rural
Learner-educator ratio for
secondary school – urban
rural
Number of primary school
teachers per province
Number of secondary school
teachers per province

Stats SA Community Survey 2016 as cited in Education
Series Volume III: Education Enrolment and
Achievement, type of educational level
(primary/secondary) can be split by geographic area
(urban, tribal and rural). No measure for poor/non-poor.
Stats SA Community Survey 2016 as cited in Education
Series Volume III: Education Enrolment and
Achievement, type of educational level
(primary/secondary) can be split by geographic area
(urban, tribal and rural). No measure for poor/non-poor.
Stats SA Community Survey 2016 as cited in Education
Series Volume III: Education Enrolment and
Achievement, type of educational level
(primary/secondary) can be split by geographic area
(urban, tribal and rural). No measure for poor/non-poor.
Provincial education departments annual report
(2018/19)

To use income quartiles to capture
poor/non-poor, outdated census data
would need to be used.

Census 2011

To use income quartiles to capture
poor/non-poor, outdated census data
would need to be used.

Census 2011

To use income quartiles to capture
poor/non-poor, outdated census data
would need to be used.

Census 2011

No

Percentage of 19 to 23-year olds
attending school by province

No

2018 EMIS Database (DBE)

No

2018 EMIS Database (DBE)

Statistics South
Africa General
Household Survey
2018
2018 EMIS
Database (DBE)
2018 EMIS
Database (DBE)

Yes

2018 EMIS Database (DBE)

Yes

2018 EMIS Database (DBE)
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Average/total remuneration of
primary school teachers per
province.

No

Average/total remuneration of
secondary school teachers per
province.

No

Average/total remuneration of
special school teachers per
province.

No

Average/total administrative
expenditure of primary
ordinary school (nonpersonnel spending) per
province.

No

Remuneration for educators is not
stipulated according to primary,
secondary and special needs categories
but rather by skills and experience.
Personnel costs could be used as proxy
(divided by total number of
primary/secondary and special needs
schools).
Remuneration for educators is not
stipulated according to primary,
secondary and special needs categories
but rather by skills and experience.
Personnel costs could be used as proxy
(divided by total number of
primary/secondary and special needs
schools).
Remuneration for educators is not
stipulated according to primary,
secondary and special needs categories
but rather by skills and experience.
Personnel costs could be used as proxy
(divided by total number of
primary/secondary and special needs
schools).
Admin expenditure as well as
books/supplies costs are not listed as
plainly in the financial statements of
the provincial DOE reports. Admin
expenditure is not just expenditure of
schools per se but considers the costs
of admin of the department.

2018 EMIS database
(DBE) and
provincial
Department of
Education annual
reports.

2018 EMIS database
(DBE) and
provincial
Department of
Education annual
reports.

2018 EMIS database
(DBE) and
provincial
Department of
Education annual
reports.

236

Financial and Fiscal Commission:
Technical Report for the Division of Revenue, 2021/22
Average/total administrative
expenditure of secondary
ordinary school per province.

No

Average/total administrative
expenditure of special school
per province.

No

Average/total books and
supplies of primary ordinary
school per province.
Average/total books and
supplies of secondary
ordinary school per province.
Average/total books and
supplies of special school per
province.
Health component
Total number of males
between the ages of 5 and 65
in poor and non-poor
households per province
Total number of women
between the ages of 5 and 15
in poor and non-poor
households per province
Women between the ages of
50 and 65 in poor and nonpoor households per province
Children under the age of five
in poor and non-poor
households per province

No

Admin expenditure is not just
expenditure of schools per se but
considers the costs of admin of the
department.
Admin expenditure is not just
expenditure of schools per se but
considers the costs of admin of the
department.

No

No

Partially

Stats SA Quarterly Labour Force Survey (2019) –
provides this information (age group by gender). Not
provided for poor/non-poor households.

To use income quartiles to capture
poor/non-poor, outdated census data
would need to be used.

Census 2011

Partially

Stats SA Quarterly Labour Force Survey (2019) –
provides this information (age group by gender). Not
provided for poor/non-poor households.

To use income quartiles to capture
poor/non-poor, outdated census data
would need to be used.

Census 2011

Partially

Stats SA Quarterly Labour Force Survey (2019) –
provides this information (age group by gender). Not
provided for poor/non-poor households.
Stats SA Quarterly Labour Force Survey (2019) –
provides this information (age group by gender). Not
provided for poor/non-poor households.

To use income quartiles to capture
poor/non-poor, outdated census data
would need to be used.
To use income quartiles to capture
poor/non-poor, outdated census data
would need to be used.

Census 2011

Partially

Census 2011
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Women between the ages of
15 and 49 in poor and nonpoor households per province.
The aged over 65 in poor and
non-poor households per
province.
Poverty rate per province.
National average poverty rate.
Total/average costs of indirect
services (clinic transport and
administration) per province.

Partially

Total/average cost of
delivering primary health care
per province.

No

Total/average cost of
delivering secondary health
care per province.

No

Partially

Yes
Yes
No

Stats SA Quarterly Labour Force Survey (2019) –
provides this information (age group by gender). Not
provided for poor/non-poor households.
Stats SA Quarterly Labour Force Survey (2019) –
provides this information (age group by gender). Not
provided for poor/non-poor households.
Stats SA. 2015. Poverty Trends in South Africa report.
Stats SA. 2015. Poverty Trends in South Africa report.

To use income quartiles to capture
poor/non-poor, outdated census data
would need to be used.
To use income quartiles to capture
poor/non-poor, outdated census data
would need to be used.

Census 2011

The actual costs of delivery have not
been estimated from the perspective of
a norm. Only current and previous
expenditure is available.
The actual costs of delivery have not
been estimated from the perspective of
a norm. Only current and previous
expenditure is available.
The actual costs of delivery have not
been estimated from the perspective of
a norm. Only current and previous
expenditure is available.

Provincial
Department of
Health annual
reports.
Provincial
Department of
Health annual
reports.
Provincial
Department of
Health annual
reports.

Census 2011
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Appendix 2
Figure 56: Central hospitals’ top ten expenditure items and sub-department visits in
shares, 2018/19
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Figure 57: Regional hospitals’ top ten expenditure items and sub-department visits in
shares, 2018/19
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Figure 58: Psychiatric hospitals’ top ten expenditure items and sub-department visits in
shares, 2018/19
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Table 42: Primary health care package:
HEALTH PROMOTION AND DISEASE PREVENTION
COMMUNITY BASED SERVICES
Promotion of Healthy Lifestyles
Provision of information on healthy lifestyles
Provision of information on the consequences of risky sexual behaviour, tobacco use and substance abuse
Community campaigns promoting healthy behaviours, including physical activities
Provision of information on safe food preparation, storage and handling, including hand washing
Provision of information on healthy diets, food choices, eating behaviours and health risks associated with
poor diets
Referral of patients with signs of malnutrition
Maternal and women’s Health
Facilitate access to social grants, health and social services
Facilitate access to key services e.g. ANC, HIV and TB screening and care in pregnancy, contraception and
family planning, TOP and cervical screening
Assistance with registration of births and deaths
Support for postnatal care and breast feeding

Child Health
Ensure that all children have a Road to Health Booklet and that caregivers are aware of the uses the card
Facilitate access to social grants, health and social services
Facilitate access to key services e.g.: immunisation, growth and development monitoring, Vitamin A
supplementation and deworming.
Screening of learners for health barriers to learning
Provide information on symptoms of common childhood illnesses, including diarrhoea and pneumonia and
basic management of these illnesses for example preparation of ORS.
Chronic disease management
Adherence support to patients with chronic diseases
Occupational health
Ensure the workplaces are safe and promote health
Promote the establishment of workplace wellness programmes
Recognise and referrals for work related injuries and diseases
Oral Health
Provision of information and education on oral health
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HEALTH FACILITIES
Promotion of Healthy Lifestyles
Provision of information on healthy lifestyles: consequences of risky sexual behaviour, tobacco use and
substance abuse; healthy diets, food choices, eating behaviours and health risks associated with poor diets;
and physical activity
Provision of information on safe food preparation, storage and handling, including hand washing
Maternal Health
Information on nutrition and maintenance of a healthy diet throughout pregnancy
Pre-natal supplementation
Information and preparation for birth, newborn care, breast feeding, and emergency preparedness
Tetanus immunisation
Assistance with registration of births and deaths
Post-partum family planning advice and provision of contraceptives
Child Health
Use of the Road to Health Booklet as the child’s passport to health
Expanded immunisation programme
Information on infant and young child feeding practices
Screening and monitoring of newborns for development impairment and genetic disorders
Routine growth monitoring)
Screening and monitoring for early childhood developmental delay and impairment
Screening and monitoring for sensory development (hearing and vision)
Referral to appropriate facility if necessary
Referral to specialised education centres if necessary
Communicable and Non-communicable diseases
Provision of information on the prevention of communicable and non- communicable diseases
Information on early treatment seeking behaviour
Screening for hypertension and diabetes
HIV counselling and testing (HCT) and Provider-initiated counselling and testing (PICT)
Screening and testing for tuberculosis
Weight monitoring/screening (obesity and underweight)
Screening for cancer (pap smear, breast examination or mammogram, prostate specific antigen)
Chemo-prophylaxis for selected diseases e.g. malaria
Mental health
Screening for common mental health problems including: trauma, abuse, depression, anxiety, substance/
alcohol abuse

242

Financial and Fiscal Commission:
Technical Report for the Division of Revenue, 2021/22

Oral Health
Provision of information and education on oral health and promotion of good oral hygiene
Eye Health
Screening for refractive error, eye disease, external ocular infections, presbyopia and trauma to the eye
Screening for major ocular diseases
Occupational Health
Provision of information on the promotion of occupational health
Provision of information on specific occupational health problems

TREATMENT, CARE and SUPPORT
COMMUNITY BASED SERVICES
Acute Care
Identification, support and management of common health problems
Referral for further treatment where necessary
Communicable and Non-communicable Diseases
Identification, support and management of common health problems
Information on the recognition of severe illness
Psychosocial support
Provision of an integrated approach to adherence support for patients on chronic medication
Refer and facilitate access to treatment where necessary
Provision of information, education and support for appropriate home care
Referral for further treatment where necessary
Violence and Injuries
Identification and first aid management of common injuries
Facilitated access to sexual assault services
Psychosocial support and post-trauma counselling
Mental Health and Substance Abuse
Identification and referral to mental health services
Provision of basic counselling for people requiring psychosocial support
Adherence support for patients on medication for psychiatric conditions
Eye Health
Support in accessing / using eye health related care/services
Follow up for patients with vision, eye health problems, or suspected eye health problems
Facilitate access to rehabilitation and low vision care
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Speech and Ear Health
Support in accessing / using ear health related care/services
Follow up for patients with hearing, ear health problems, or suspected ear health problems
Facilitate access to rehabilitation and speech and hearing impairment care
Oral Health
Identification of need for curative treatment and referral to oral health services
Rehabilitation
Identification of disabilities and people needing services and support
Education and advice on independent living and participation in activities of livelihood and social integration
Referral and facilitated access to health and social services
Facilitated access to medical consumables and assistive devices
Follow up and support for rehabilitative patients at home
Psychosocial support
Palliative
Palliative care to control distressing symptoms
Back-referral to hospital for management of an acute reversible event
Referral to sub-acute care facility for management of distressing symptoms or family respite
Information with regard to self-care, family care and palliative care
Psychosocial services

HEALTH FACILITIES
Sexual and reproductive health
Provision of information and education on sexual and reproductive health
Provision of the full range of contraceptive methods
Antenatal care and deliveries
Provision of basic antenatal care
Referral for delivery or provision of delivery services in designated CHCs
Acute Care Minor ailments:
Diagnosis of minor ailments and illnesses
Treatment and management of minor ailments and illnesses based on facility and provider competency,
including integrated management of childhood illnesses
Referral to nearest appropriate and adequately equipped facility if further investigation and/or admission
needed
Referral to specialist or higher level of care if needed
Advice on prognosis and medication
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Emergency Care
Immediate stabilisation of medical emergency
Treatment of burns and simple injuries
Preparation for urgent referral of serious trauma
Referral and transport to nearest appropriate and adequately equipped facility for treatment of severe trauma
CHC should provide in addition to the above:
Management of acute psychiatric cases and referral
Care of trauma of limbs (excluding fractures)
Care of medical conditions which can be stabilised within 24 hours
Immediate management of emergencies
Basic emergency obstetric care
Respiratory / cardiac emergencies
Diabetic emergencies
Allergic emergencies
Suspected poisoning
Trauma
Bleeding
Communicable and Non-communicable Diseases
Screening and assessment of risk factors and co-morbidities
Diagnosis of communicable and non-communicable diseases
Initiation of treatment
Management of complications
Follow up and monitoring of treatment adherence
Violence and Injuries
Management of trauma patients
Post sexual assault services, including post exposure prophylaxis for HIV, emergency contraception
Psychosocial support, post trauma counselling
Mental Health and Substance Abuse
Screening, diagnosis and treatment
Individual, group and family therapy
Referrals and facilitated access to higher levels of mental health services when needed
Eye Health
Refraction services
Provision of spectacles and/or low vision devices to those in need.
Treatment of eye disease and trauma
Follow up care after diagnosis and/or ocular surgery
Referral to appropriate eye services
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Speech and Aural Health
Screening for speech and hearing defects
Provision of hearing aids
Referral to appropriate audiology and speech related care/services
Follow up for patients with hearing, ear health problems, or suspected ear health problems
Facilitate access to rehabilitation and speech and hearing impairment services

Oral Health
Basic curative services, including relief of pain and infection control
First aid for dento-alveolar trauma
Palliative drug therapy for acute oral infections
Dental treatment (CHCs)
Referral of complicated cases to the nearest hospital
Rehabilitation
Screening, assessment and early detection
Rehabilitation management plans
Basic assistive devices, including wheelchairs, walking aids, hearing aids, prostheses
Mobility and orientation training for blind children
Counselling and/or education (psychosocial rehabilitation)
Referral for further care when necessary
Palliative
Identification of patients requiring palliative care
Individualised palliative care management plan
Provision of palliative care according to the care plan
Referrals for symptom management
Referrals to palliative care specialist
Referrals for counselling for emotional support, spiritual or bereavement care
Information & education to patient and family
Referrals to home-based and community based palliative care services

ENVIRONMENTAL HEALTH SERVICES
COMMUNITY BASED SERVICES
Provision of information and education on healthy living environments , including good hygiene practices
Provision of
Information on water purification and the dangers of unsafe water use
Information on safe food handling practices at household level
Information on environmentally sound and safe management of waste at household level
Information on the safe handling and disposal of hazardous substances at trade and household level
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HEALTH FACILITIES
Provision of information on healthy living environments
Provision of proper sanitation in health facilities
Provision of clean water in health facilities Monitoring of food handling practices in health facilities
Ensure proper ventilation of health facilities for airborne infection control
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Appendix 3
Figure 59: The logic model
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Note: The logic is that the desired impact will result from achievement of the specified outcomes, which result from the
cumulative achievement of the specified outputs, which in turn will be achieved as a result of implementation of the specified
activities, which are dependent on the necessary inputs being in place to make those activities possible.
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