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SECTION ONE

INTRODUCTION

A s the world emerges from the COVID-19 pandemic, a new global economic crisis, spurred 
by the war in Ukraine threatens to throw it back into an austerity mode last seen during the 
2008 global financial crisis. South Africa, unlike many other countries, was able to weather 

the initial impact of the 2008 global financial crisis. Whether South Africa will be able to withstand 
the pressures resulting from the current crisis with the same tenacity as it was able to do in 2008, 
remains to be seen.

In the wake of the 2008 crisis South Africa was able to maintain and even increase its health 
expenditure, up until 2011 after which a noticeable decline can be observed. To understand whether 
this decline was due to the government introducing austerity measures, the causes and effects 
of austerity are reviewed. Additionally, health spending patterns are analysed for the period from 
2000 to 2019. Of particular interest are indicators such as per capita health expenditure, health as 
a percentage of the Gross Domestic Product and appropriated budgets. This was done to reveal 
any trends or anomalies which may be lurking in the data. On the whole, the data shows that 
government adopted an austerity posture from about 2012.

Understanding that government has adopted an austerity posture, either explicitly or implicitly, 
the question that arises is what tools would be available for use to protect the population from a 
decline in health service delivery. In other words, how can current service levels be maintained 
or even improved during austerity. The World Health Organisation health systems strengthening 
components is used to develop a framework within which strategies can be developed to minimise 
the impact of austerity.

While strategies to combat the effects of austerity can provide short-term relief, the reforms 
envisaged with the proposed National Health Insurance has the potential to provide long-term 
fiscal sustainability. Once again, the World Health Organisation’s health strengthening components 
are used to identify opportunities embedded in the proposed reforms which may contribute to 
maintaining a credible fiscal balance. This is not without risk and careful consideration must be given 

to each of the reforms to ensure that the unintended consequences 
are kept to a minimum.

The socio-economic risk profiles of many rural communities make 
them vulnerable to even small changes in fiscal policy. Austerity 
measures as embodied in spending cutbacks can have severe 
consequences on already constrained rural health.  With this in 
mind this paper explores different strategies for consideration to 
ensure that rural health is protected during austerity in a fiscally 
responsible manner.

This paper explores 
different strategies 

for consideration 
to ensure that rural 
health is protected 

during austerity in a 
fiscally responsible 

manner.
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Austerity can be 
triggered by local 

economic conditions 
such as high 

unemployment, low 
economic growth 
and high inflation. 

Together these 
conditions can have a 
severe impact on the 
government’s ability 

to generate revenues 
thereby pushing 

policy-makers to lean 
towards austerity. 
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SECTION TWO

BACKGROUND

2.1 CAUSE AND EFFECT OF AUSTERITY
Austerity can be described as the difficult economic conditions which arise from the state 
implementing fiscal policies aimed at reducing the government spending deficit.1 For this purpose, 
the instruments available to a government includes spending cuts, increasing revenue through taxes 
or a combination of these. Governments are inclined to introduce austerity measures during periods 
of prolonged slow economic growth which is associated with a reduction in revenue collection. 
Slow economic growth is often cyclical and is related to fluctuations in economic activity either 
locally or internationally. It can also be triggered by singular economic events emanating from the 
collapse of markets, natural catastrophes or wars. 

The 2008 financial crisis is often used as a watershed moment in how governments respond to 
adverse international economic events. In anticipation of a global economic collapse, multilateral 
organisations such as the International Monetary Fund (IMF) and the World Bank recommended 
that governments adopt an austerity posture. In heeding this call, many governments but not all 
introduced austerity measures with the view to minimise the local fallout from this international 
event. More recently, two other major international events compelled governments to adopt a 
more austerity-based fiscal position. The first is the COVID-19 pandemic which led to worldwide 
lockdowns causing supply chain disruptions and therefore reduced economic activity. Secondly the 
war in Ukraine severely disrupted international energy and food markets the result of which is a 
global rise in inflation. The inflationary environments led to centrals banks increasing lending rates in 
an attempt to damped economic activity. The net effect of this is a reduction in tax revenues which 
is always a prelude to austerity measures.

While the events listed above are international in nature it is important to note that austerity can 
also be triggered by local economic conditions such as high unemployment, low economic growth 
and high inflation. Together these conditions can have a severe impact on the government’s ability 
to generate revenues thereby pushing policy-makers to lean towards austerity. 

Social services are often the first casualty of spending cutbacks. This disproportionally impacts 
the vulnerable sections of the population who often rely on publicly funded education, housing 
and health. With reference to health, Stuckler et al., (2017: 18) states that “austerity can impact 
on health through two mechanisms: (i) a ‘social risk effect’ of increasing unemployment, poverty, 
homelessness and other socio-economic risk factors, while cutting effective social protection 
programmes that mitigate their risks to health and (ii) a ‘healthcare effect’ through cuts to healthcare 
services, as well as reductions in health coverage and restricting access to care”.2
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SECTION THREE 

HEALTH SPENDING PATTERNS  
AND AUSTERITY IN SOUTH AFRICA

T o determine whether South Africa has implemented austerity measures with regards to 
publicly funded health services requires an analysis of the spending patterns both before and 
after 2008, the watershed global financial crisis.3 The spending patterns are reviewed using 

two key indicators as presented below.

3.1 GLOBAL HEALTH CARE SPENDING BEFORE AND AFTER 2008
Per capita health spending represents the total expenditure which includes health care goods and 
services consumed during each year divided by the population. The resulting amount represents 
how much was spend per individual for a particular period. The figure below tracks per capita health 
spending for three data elements. The first element tracks health spending per capita for the entire 
world. The second data element tracks per capita spending for the Republic of South Africa (RSA). 
Lastly, a data element representing per capita spending for upper middle-income countries (UMC) 
collectively. Expenditure is shown on the vertical axis and is expressed in United States Dollars 
(USD) to facilitate comparability. Data is tracked from the year 2000 to the year 2019.
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Figure 1 Health Expenditures Per Capita
Source: World Bank Databank, 2019

The data shows a general upward trend in the global per capita spending on health for the selected 
periods. South Africa’s per capita spending is generally lower than that of the world, but higher than 
that of the UMC countries. UMC countries are used here for peer comparisons as South Africa 
forms part of this grouping. While South Africa’s per capita spending is generally higher than its 
peers it is noticeable that its spending takes a steep decline from 2012 until it reaches parity in 2019. 

To see whether South Africa has introduced austerity measures post 2008, the average year-on-
year increases are calculated for the pre-2008 and post-2008 periods. The average year-on-year 
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increases for the pre-period amounts to 10% whilst that for the post-period is calculated as 2%. 
The average year-on-year 2% increase calculated for the post-period is mainly due to the year-
on-year increases recorded for 2009, 2010 and 2011. The per capita spending peaks in the year 
2011 standing at around 699 (USD) after which a steep decline can be observed. This could be 
interpreted that austerity measures not being implemented in the immediate aftermath of the 2008 
financial crisis but that it may have been introduced a little bit later on.4,5 In this regard, Blecher et 
al., (2017) states that “the effects of the 2008 global recession on the South African health sector 
were delayed until around 2012/13, largely because of the counter-cyclical fiscal policy adopted by 
government to protect social spending and stimulate economic growth”. 6 Using per capita spending 
as an indicator the clear drop in spending noticeable from the year 2012 could be attributed to the 
government introducing austerity measures.

Health expenditure is expressed as a percentage of Gross Domestic Product (GDP) where GDP is 
the value of all final goods and services produced within a country in a given year. Health expenditure 
in this context represent government expenditure on health-related goods and services, paid for 
from government budgets. This indicator reflects the relative importance of health as a spending 
category. The higher this percentage the higher its relative importance in relation to other spending 
areas. It is generally recommended that countries spent at least 5% of their GDP on health if it 
wants to attain UHC.7 Although largely below the recommended 5%, figure 2 below shows that 
government health expenditure as a percentage of GDP has been steadily increasing from 2002. 
The 5% threshold is attained around 2015 reaching 5,3% in 2019. This would ordinarily indicate that 
there weren’t cutbacks in health spending and therefore no austerity. However, when reading the 
health expenditure as a percentage of GDP in the context of economic growth as expressed by the 
annual GDP, a different picture emerges. See figure below.
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GDP trends in an opposite direction to health expenditure with the latter increasing as the former 
decreases. This effectively means that although the health expenditure as a percentage of GDP is 
increasing, it may not be increasing in real terms. Despite this an inference cannot be drawn that 
would suggest that the government has consciously introduced austerity measures. 

3.2 APPROPRIATED BUDGETS FOR HEALTH IN SOUTH AFRICA  
BEFORE AND AFTER 2008
Whilst the preceding sections focus on expenditure patterns, the following section uses appropriated 
budgets to determine whether austerity measures had been introduced.8,9 An appropriated budget 
is the amount that has been budgeted and voted for as the amount to be expended for health-related 
goods and services. The total amounts appropriated for health consists of the amounts voted for 
health by the National Assembly added to the amounts voted for health by the various Provincial 
Legislatures. This amount represents the total planned budget for health-related goods and services 
expenditures. Voted budgets provides a clearer indication as to whether government is adopting 
an austerity posture or not. Figure 3 shows the annual appropriated budgets for health in nominal 
amounts from 2003 to 2021. Unlike expenditure patterns voted budgets are leading indicators about 
what governments intentions are. Expenditure patterns on the other hand are lagging indicators 
which indicates how much has been spent which could be less than the planned expenditure.
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Figure 3: National and provincial budgets
Source: National Treasury 2021

To check whether the year-on-year increases in the voted budgets kept pace with inflation, in other 
words whether there were increases in real terms requires a comparison between the rate of 
change and the inflation rate. Figure 4 below shows that the budget increases have largely outpaced 
inflation, especially up to 2011 from where a tightening can be observed. So, whilst there were still 
increases from 2011 onwards the real rate of increase shows significant declines. Like with the per 
capita spending, this declining difference, although still positive could be interpreted as evidence of 
austerity measures being introduced.
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3.3 GOVERNMENT REVENUE AND SPENDING PER CAPITA
A discussion on austerity is incomplete if it does not include a reference to government revenues. 
Government’s revenue directly impacts its ability to finance spending on its programmes. Inadequate 
revenues often compel governments to finance their deficits through borrowing. The bigger the 
deficit the higher the likelihood of a government introducing austerity measures. Therefore, declining 
revenues often lead to increase borrowing which in turn results in austerity. 

As can be observed in figure 5 below, government revenue per capita is almost always less than 
government spending per capita. This implies a deficit. Non-interest-bearing expenditure is lower 
than the revenue per capita up until 2008, from where it is noticeably higher. Coincidently 2008 is 
also the period from which a noticeable decline in revenue can be observed. The declining revenues 
coupled with an increase in expenditure often provides the impetus for austerity measures.
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3.3 KEY TAKEAWAYS

• The data presented in the preceding discussion provides sufficient evidence to suggest 
that the South African government assumed an austerity posture. Although this was not 
triggered by the global financial crisis, with the government able to increase social spending 
for a short period, it started to kick-in from about 2011. Indicators such as per capita 
spending and health as a percentage of GDP continued to increase but at a far lesser rate. 
The same effects of the austerity measures can be seen with the voted budgets increasing 
in nominal terms but not as much in real terms. 

• While austerity often results from global economic events or cycles it is often also driven 
by very specific localised economic conditions. In South Africa where economic growth has 
been on a decline at least over the past decade the resultant decline in revenue is often a 
compelling factor in governments producing cutbacks.

• As the world emerges from the COVID pandemic and with the current high inflationary 
economic environment globally the economic outlook for the medium term can be described 
as weak. This will put severe pressures on governments to introduce further austerity 
measures with the aim to maintain fiscal sustainability. 
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SECTION FOUR

PROTECTING HEALTH CARE  
DURING TIMES OF AUSTERITY 

A usterity is synonymous with spending cuts leading to reduced service delivery and ultimately 
a drop in living standards. Social services are often the first casualties when a government 
decides to introduce austerity measures. Health services dependent on by many vulnerable 

groups are not exempted from this. Given the bleak economic outlook and the expectation that 
governments may be compelled to persist with austerity measures, how are the minimum 
standards in health services maintained and even improved under these conditions. To ensure that 
governments live up to their obligations with regards to the delivery of social services, any austerity 
fiscal policy must give clear guidance on where and how the cutbacks can be made.  

4.1 WHERE TO MAKE CUTBACKS

4.1.1 Non-negotiables

4.1.1.2 Section 27 obligations 
A non-negotiable budgeting category or item is an element of a budget that directly links to a 
constitutional obligation. A budget cut for this type of element would result in the government 
failing to honour its obligation. Section 27 of the constitution speaks specifically to the government’s 
obligation with regards “access to health care services”.10  For example, a budget cut back that would 
lead to the closure of the health facility currently servicing a community would be in contravention 
of section 27. Under such circumstances this budget item (health facilities) should be considered a 
non-negotiable.

4.1.1.3 Sections 9, 10 and 11 
Other non-negotiables are included in sections 9, 10 and 11 of the constitution and relates broadly to 
the upholding of human rights. Section 9 (3) states “the state may not unfairly discriminate directly 
or indirectly against anyone on one or more grounds, including race, gender, sex, pregnancy, marital 
status, ethnic or social origin, colour, sexual orientation, age, disability, religion, conscience, belief, 
culture, language and birth.” Cutting back on a budget item that would reduce the ability of disabled 
people to access health facilities could be considered in contravention of the constitution. Such a 
budget item should therefore be considered as non-negotiable in the context of austerity.

4.1.1.4 Other legislation
Obligations can also arise from legislation other than the constitution. In many instances this relates 
to service delivery standards. For example, section 16 (1) of the Norms and Standards Regulations 
of the National Health Act of 2003 states, “the health establishment must ensure that vehicles used 
to transport users and health care personnel are safe and well maintained”.11,12 
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To ensure governments live 
up to their obligations with 

regard to the delivery of 
social services, any austerity 
fiscal policy must give clear 

guidance on where and 
how cutbacks can be made.  
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Budget cuts related to vehicle maintenance would lead to this standard not being attained. 
Transportation is often overlooked as an important cog in the health service value change but not 
maintaining the appropriate standard can have far reaching implications on health service delivery 
as a whole. In general, budget items related to the standards as contained in the regulations should 
be treated as non-negotiables. 

4.1.2 Discretionary
When a government agency implements spending cuts on a budgetary item or groups of items but 
is still able to maintain the level of service delivery related to this, such an item or group of items can 
be characterised as discretionary. This means providing the same levels of goods and services in 
the same quantities, but with reduced resources. Agencies can achieve this if they are able to make 
adjustments and attain efficiencies in areas such supply chain management, human resources 
management and operations management. For example, in the supply chain domain efficiencies 
can result from negotiating better prices, identifying substitutes for costly goods and services 
and getting better value for money from suppliers. With regards to human resource management 
efficiencies can be realised through better work organisation.13,14 It is often the case that agencies 
spent money on activities which are not core to their mandate. Cutting back on these non-core 
activities can be done without compromising service delivery.

4.1.3 International obligations
South Africa is a signatory to many international treaties within the health domain. In many instances 
obligations arising from these treaties, which if pursued, have financial implications. This can be 
thought of as unfunded mandates as it would not ordinarily be directly mandated by either the 
constitution of the country or any other legislation. Programmes created as a result of these treaties 
and which are funded through public finances could be considered candidates for cutbacks where 
it does not undermine existing constitutional obligations. 

4.2 HOW TO IMPLEMENT AUSTERITY
Before government embarks on an austerity campaign it must satisfy the following pre-conditions.15 

• the existence of a compelling State interest;

• the necessity, reasonableness, temporariness and proportionality of the austerity measures; 
and

• the exhaustion of alternative and less restrictive measures.

Once the government has satisfied itself that all the preconditions listed above have been met 
and that the implementation of austerity measures are inevitable, it must ensure that the rollout 
complies the following minimum standards.

• the non-discriminatory nature of the proposed measures; 

• protection of a minimum core content of the rights; and 

• genuine participation of affected groups and individuals in decision-making processes.
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4.3 STRATEGIES TO MINIMIZE THE IMPACT OF AUSTERITY
Health systems strengthening has emerged as one of the global priorities in recent times. A 
health system is in need of strengthening if it performs poorly in the pursuit of any of the following 
interrelated desired outcomes.16,17

• improved health (level and equity) – as measured by health-related indicators such as 
mortality, morbidity and life-expectancy.

• responsiveness – ability to respond to the demand for health services in both quantity and 
quality.

• social and financial risk protection – inclusive universally available health care that does not 
exclude based on social economic profiles.

• improved efficiency – the ability to rendered health services as the right time, the place and 
the right price.

In order for the health system to produce the outcomes listed above, the World Health Organisation 
(WHO) identifies six core components or building blocks around which strengthening strategies can 
be designed. In the context of austerity this implies designing strategies which will produce more 
with less. 

A design framework consisting of three approaches can be used in the development of strategies.18 
Firstly, the prioritisation approach entails the reprioritisation of services, processes and activities 
with the view to direct resources to priority areas. The second approach is about the enhancement 
of existing processes, methodologies or activities with the view to achieve better efficiencies and/
or increase productivity. The third approach involves the introduction of innovative and/or new 
processes, products, services to improve outcomes or efficiencies. Using this framework, strategies 
can be designed for each of the health system strengthening components. The list below contains 
examples of strategies designed along these lines.
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Table 1: Strategies Designed to Strengthen Health Systems Components

WHO core 
components Approach Examples of strategies

Service 
Delivery

Prioritisation Prioritise primary health care over hospicentric services as it is far more inclusive and cost effective.

Enhancement
Create additional capacity by using existing retail outlets to provide health services. This can eliminate 
the need to build new infrastructure.

Innovation Telemedicine

Health 
Workforce

Prioritisation Appointing mid-level staff over specialists to lower the human resource costs.

Enhancement
• Task Shifting Introduce tasks shifting which involves shifting tasks from higher to lower paid 

worker categories, decreasing the need to fill higher paid vacancies. 

• Sharing Better work scheduling with the view to reduce overtime and work on week-ends.

Health 
Information 
Systems

Prioritisation

• Conducting cost benefit analysis before new technologies are purchased;

• Prioritise essential life-saving technology over “nice-to-have” or supporting technology;

• Prioritise opensource software over propriety which may require the payment of license fees,

Enhancement
Reuse or customise existing technology for implementation in different scenarios instead of acquiring 
new technology.

Innovation
Promote electronic health record keeping over manual systems which is associated with huge 
overhead costs. 

Access to 
essential 
medicines

Prioritisation
Centralised procurement of medicines to improve efficiency in the supply and distribution of 
medicines. This will reduce medicine prices. 

Enhancement Improve supply-chain processes with the view to shorten lead time and to prevent stock-out

Innovation
Promote modern ways for the delivery and collection of medications with the view to reduce the 
associated logistics costs.

Financing

Prioritisation
• Establish minimum budgeting thresholds for prioritised items as non-negotiables; 

• Prioritise funding through ring-fencing by attaching conditions grants.

Enhancement
• Improve procurement practices through centralised purchasing or joint purchasing;

• Utilise shared services (logistics, infrastructure) to reduce costs – so called “joint-up 
government”.19

Leadership/
Governance

Prioritisation

• Prioritise compliance with those regulations where non-compliance carries the risks of financial 
costs much higher than the cost of compliance. For example, regulations related to occupational 
safety;

• Prioritise the filling of leadership posts to minimise the use of actors whom are often associated 
with abuse and maladministration.

Enhancement
Ensure that oversight committees such as internal audits and risk management are in good standing to 
mitigate against costly future risks. 

Innovation Introduce electronically based checks and balances to reduce potential fraud and corruption.
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SECTION FIVE

LEVERAGING THE NATIONAL HEALTH INSURANCE 
REFORMS FOR FISCAL SUSTAINABILITY

T he National Health Insurance (NHI), now into its second decade of planning and piloting, 
is a set of reforms aimed at changing the way services are delivered and financed. Both 
have implications for fiscal sustainability in healthcare and funding will need to increase well 

beyond inflation each year over the next decade. The expansion of services will undoubtedly require 
significant reforms to healthcare funding in a unified health system. 

The extent to which more money can be allocated to health is restricted by a multitude of factors, 
not least of which is slow economic growth and austerity. The impact of a constrained fiscal 
environment in South Africa will become even more apparent as resource demands increase with 
the implementation of the NHI.  

Regardless of whether the NHI takes off or not, there is always a need for additional money to be 
added to health spending each year. At a minimum, extra resources are needed to account for the 
effects of inflation on prices in the health sector. Realistically though, more healthcare workers are 
always necessary to broaden access to services and to account for ever-increasing demand.

The implementation of the NHI provides the perfect opportunity to reform healthcare financing in 
such a way as to integrate fiscal sustainability into systems and processes. It is therefore critical that 
financing take centre stage over the next decade as NHI reforms are rolled out.     

The WHO model for health systems strengthening is used in section 4.3 as a foundation upon which 
strategies can be developed to lessen the impact of austerity on the delivery of health services. In 
the context of fiscal sustainability, the same model can be utilised to explore the extent to which the 
envisaged NHI reforms can be leveraged for this purpose. 20 The OECD describes fiscal sustainability 
as “the ability of a government to maintain public finances at a credible and serviceable position 
over the long term”.21 Although the introduction of the NHI, as a facilitator of fiscal sustainability 
may sound counterintuitive at first glance, there are clear opportunities embedded in the health 
systems building blocks, which if taken can produce positive spin-offs in this regard.  

Table 2 below lists the health system strengthening components alongside the relevant NHI    
reform as is currently contained in the Bill. Each reform is accompanied by an opportunity which if 
leveraged can have a positive impact on the maintenance of the fiscal balance. Additionally, the risks 
associated with each reform is also presented with the view to provide an alternative perspective.
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Table 2: Strengthening Health Systems, the NHI and Fiscal Sustainability

Health 
systems 
components

NHI Reform Opportunities available under 
NHI Impact on fiscal sustainability Risk/limitation

Service 
Delivery

Contracting 
Units for PHC 
(CUP)

Contracting units will comprise of 
service providers who are required 
to meet certain minimum standards 
before they are allowed to render 
services. This serves as a quality 
assurance mechanism. 

Quality assurance will minimise the need 
for repeat visits which in turn will drive 
down associated costs

Cost of compliance 
management

Health care 
service benefits 
and types 
of services 
(Benefits 
Package)

Health care services will be delivered 
through costed benefits packages.

• As the costs are predetermined the 
NHI Fund will have a clear idea about 
treatment costs. This will facilitate 
credible financial planning which 
in turn will enable the NHI Fund to 
remain with budgets.

• The use of Health Technology 
Assessment Committees (HTAC) to 
exclude less cost-effective products 
and/or new interventions will result in 
cost savings.

Cost of the benefits 
package could create 
financial pressures.

Health 
Workforce

Service 
Providers

NHI makes provision for a broad 
range of service providers. Service 
providers such as ward-based 
outreach teams (professional nurse, 
environmental health and health 
promotion practitioners as well as 
community health care workers) 
present opportunities to broaden the 
skills mix.  

• Increased access will lead to lower 
cost per capita (substitution of higher 
paid staff for lower paid staff)

• Early health promotion, prevention and 
surveillance provides for cost savings 
in the long-term

Ward-based outreach 
teams as a new 
phenomenon will require 
set-up costs related to 
the development of a 
regulatory framework and 
the professionalisation 
of community health 
workers.

Health 
Information 
Systems

National
Health 
Information 
System

Creation of a unified health 
information system covering 
health needs assessment, patient 
registration, financing, purchasing, 
service provider contracting and 
reimbursement, utilisation patterns, 
performance management, 
procurement of health goods, and 
fraud and risk management. 

A unified health information system 
creates a single source of truth and the 
availability of real-time data which will 
result in cost savings in the long-term.

The problem with large 
integrated systems in 
that they are costly and 
complicated and they 
usually take a significant 
amount of time to 
implement.

Access to 
essential 
medicines

Office of Health 
Products 
Procurement

Centralised procurement processes 

Centralised procurement processes can 
result in lower costs and better value for 
money through economies of scale and 
simplified systems of procurement and 
supply chain management.  The impact of errors or 

mistake during centralised 
procurement is magnified 
as it effects the system 
nationally.  Creation and maintenance of the 

Essential Medicine lists (EML)

In compiling the EML the authorities will 
be obliged to take into account measures 
such as multi-use of medicines, efficacy, 
cost–effectiveness, substitutes and 
alternatives which will result in cost 
savings.

Financing

NHI Fund Single purchaser of health goods and 
services in the country.

Reap the benefits resulting from 
economies of scale. 

The impact of irregularities, 
when they occur will be of 
a much bigger magnitude.

Mobilisation 
of additional 
revenue

The NHI provide opportunities to 
create new revenue streams through 
either new taxes and/or surchargers 
on existing taxes. 

Additional revenue will impact the 
maintaining the fiscal balance positively. 

The more taxes are 
imposed the more 
resources are taken out of 
the productive economy.

Leadership/
Governance

NHI Board

Governance of the Fund in line with 
the Public Financial Management Act 
and other, legislative prescripts and 
best practices guidelines.

Oversight and the implementation of 
controls and risk management can be 
regarded as contributary to sound financial 
management. 

Political Influence has the 
potential to undermine a 
board effectiveness
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SECTION 6

RURAL HEALTH, AUSTERITY  
AND FISCAL SUSTAINABILITY

T he delivery of effective and efficient health services in rural areas are hampered by specific 
challenges which urban areas are not subjected to. This emanates from rural areas being 
characterised by a lack of physical health infrastructure, shortages in critical human resources, 

inadequate transportation and communication infrastructure and other challenges associated with 
sparsely distributed populations.22,23,24 Introducing spending cutbacks during times of austerity 
amounts to adding insult to injury for this already vulnerable section of society. 

As pointed out in section 4.3 there are certain strategies that can be implemented to protect 
vulnerable populations against the negative implications of austerity. The paragraphs below present 
how these strategies, in the context of rural health, can not only be used to combat austerity in the 
short term, but also how it can promote fiscal sustainability in the long term.

6.1. PRIORITISATION: MINIMUM THRESHOLDS AND NON-NEGOTIABLES
As pointed out before prioritisation can be used as one of the most effective tools in combating 
austerity. One of the best ways to achieve prioritisation is to declare certain budgetary items as 
priorities by prescribing minimum thresholds or by declaring fixed amounts as not negotiables. In 
this context budget items intended for spending in districts with a rural nature can treated in this 
way to ensure that it is prioritised over items for urban areas. In other words, funding cutbacks with 
occur proportionately more in urban rather than rural areas.

6.2 ENHANCEMENT: CONSOLIDATING CONDITIONAL GRANTS
The efficient delivery of health services depends on the availability of supporting infrastructure and 
services which in many instances fall outside the mandate of the department of health. For example, 
the transportation network falls within the mandate of the department of transport, that would be 
nationally and provincially and on the municipality in the case of local roads.  Equally the responsibility 
for the provision of water is distributed over these spheres of government. Transportation and water 
are critical support functions in the delivery of health services.

Acknowledging the interdependence with service delivery the government has created various 
mechanisms to promote integrated planning and coordination. The Integrated Development Plans 
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used in the local government sphere is one such mechanism. The Intergovernmental Fiscal Relation 
Framework Act of No. 13 of 2005, which seeks to promote cooperative governance is another 
example of government’s attempt to achieve better integration. Despite all of these efforts the 
problems related to the coordination and integration of services seems to persist. 

An area where better coordination is required and where an immediate impact can be made is 
around conditional grants. Conditional grants are mechanisms through which national government 
departments are able to make direct interventions in provincial and local spheres of governments. 
The purpose with the conditional grants is to provide additional funding for priority areas where the 
recipient of the grant is not able to provide for it through the normal equitable share or localised 
revenue streams. While many national government departments provide conditional grants, 
often targeting the same purpose is it often the case that their efforts are not coordinated. For 
example, the departments of Health (Health Infrastructure Grant), Transportation (Provincial Roads 
Maintenance Grant) and Cooperative Government and Traditional Affairs (Municipal Infrastructure 
Grant) all provide conditional grants related to infrastructure, with no evidence of coordination at any 
level.25 The coordination of conditional grants is a possible enhancement that can be used to achieve 
better results under conditions of austerity. This is especially true for rural areas which are often 
targeted as beneficiaries of conditional grants. 

6.3 INNOVATION: DISTRICT ALLOCATION FORMULA
As noted earlier the advent of the NHI presents an opportune moment to introduce reforms of an 
innovative nature which can impact the provisioning of health in a fiscally sustained manner. One of 
the new features of the NHI relates to the funding of CUPs through the District Allocation Formula 
(DAF) or through capitation. The DAF specifically can be used to ensure that the funding of rural 
health happens in an equitable and sustainable manner. Currently available as an optional guideline, 
the DAF if selected, as a method of resource allocation will be formulised resulting in concrete 
financial benefits for rural districts.  It should be noted that the DAF in its current form requires some 
adjustments as recommended in the Rural Health Advocacy Project’s (RHAP) policy brief, “District 
Allocation Formula: A Review”, before these benefits can be realised. 
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SECTION 7

CONCLUSION

T he economic outlook for the medium term suggests that the government will continue with 
its current austerity posture for the foreseeable future. Under these circumstances it makes 
sense to consider strategies that can be used to counter the impact of austerity on the 

provisioning of health services. 
Regardless of the prevailing economic environment it remains a constitutional obligation for the 

government to provide health services on an equitable and sustainable level. In this regard, no 
efforts should be spared to redesign and reengineer services with the view to maintain or even 
improve current levels of delivery.  The health system strengthening components as proposed by 
the World Health Organisation provides the parameters within which strategies can be developed 
to prioritised, enhance and innovate with the view to protect the most vulnerable from declining 
living standards.

The NHI promises to be a gamechanger as we strive towards universal health care. It is not without 
risks and it should be implemented with care to minimise the inevitable unintended consequences. 

Lastly rural health can hugely benefit from the changes ahead. However, this is not automatic and 
will require clear interventions and the implementation of well thought through strategies as well as 
an integrated effort for it to be realised.
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