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There is incomplete information on LA expenditure by providers and extrapolations have been 

made based on the expenditure data provided. 

Strictly speaking medical schemes are in the private sector, the public sector is both a source and 

financial intermediary for such funds.(Thomas and Muirhead, 2000). Funding flows to medical 

schemes are contributions made from public sector sources for civil servants. Given that civil 

servants' medical aid absorbs a sizeable proportion of funds, (R 36 million) in 1998/99, it is 

useful to note this flow. 

5.2 Sources of Finance 

Fig:4 Trends in Health Financing (R, real terms) 

450 
rLl 400 
= 350 0 

.1996/97 .... - 300 -.... 
S 250 
c- 200 .... .1997/98 

"0 150 
= 100 = 
~ 50 01998/97 

0 I 

NDoF NDoH Prov. Own L.A. Own 
Rev. Rev. 

Sources of Funding 

Source: POoH Data / Records 

Figure 4 shows that the major source is general taxation funding from national government. 

Northern Cape is the province with the smallest popUlation, even though it contains the largest 

proportion of land. 
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Fig. 5 below shows that during 1998/99 financial year conditional grants from the NDoH 

constituted 8% and non-conditional 89% of the real total expenditure. 

Public Funding 

Fig 5: Proportion of Health Care by Source 

------ ------------ -----------------------, 

89% 

LA/Own Rev. 
3% 

Source: PDoH Data / Records 

1998/99 

c. Grant NDoH 
8% 

A potential source of funding for the health sector is user fee revenue. In most provinces in South 

Africa, user fees/charges are collected from patients, but the health departments do not retain the 

revenue. Hence user fee revenue has been excluded as source of funding for the health sector (in 

this exercise), especially for the years under review. 
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Despite this, it is important to review how much is currently being collected from user fees and 

how much each source is contributing. 

This information is useful in informing planners and administrators in the POoH about the 

potential amount of funding for the health sector, especially at a time when some provinces are 

starting to allow health to retain a part of user fees. Revenue from user fees is the only current 

alternative to taxation based funding for provincial govenunents. 

Figure 6 shows that most of the user fees come from hospitals with little from the local authority 

clinicslhealth centers. Although there is supposed to be free primary health care (according to the 

Govenunent Policy) some PHC facilities still charge a fee for service. This issue needs further 

investigation, as it is contrary to existing policy. 

Fig 6: Northern Cape user fee revenue by source 
(R,real terms) 
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~ 8,000 -f---­
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Table 8 shows user fee collections expressed as percentage of total expenditure. 

(i.e. revenue collected from each source is expressed as a percentage of expenditure by that 

category of provider). The decline in fees is noted in Table 8, in regional hospitals. A standard 

measure of financial sustainability is the proportion of costs recovered by user fees (McPake and 

Kutzin, 1997). The last colurrm in Table 8 presents average revenue collection expressed as a 

percentage of total health expenditure. 

Despite the small amounts the Regional Hospitals have the potential of contributing to health 

revenue. The retention of all or a part of the revenue collected could result in substantial gains in 

tenns of funding, for instance in buying medicines and improving quality of care. 

Table: 8 User fee collection expressed as a percentage of total expenditure by category of 
provider. 

Total Expenditure of Total Expenditure at POoH Average Total 
Regional Hospitals Health Centres and LA 

Clinics 
1996/97 2.93% 0.71% 1.94 % 
1997/98 2.32% 0.33% 1.61% 
1998/99 2.29% 0.18% 1.39% 

Source: Data from POoH 
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3.50% 
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Fig 7: Cost recovery level in public sector facilities 
(1996/97-1998/99) 
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Figure 7 shows a relative decline in cost recovery in the regional hospitals . The declining trend 

in public sector user fees is a matter of concern to those who see this source as a critical 

complement to general taxation (Thomas and Muirhead 2000) Overall the cost recovery rates 

have been declining from 1.94% in 1996/97 to 1.39% in 1998/99. User fees that are charged in the 

facility augment the limited resources that are available in the public sector. Even Mc Pake and 

Kutzin (1997) stated that a standard measure of financial sustainability is the proportion of costs 

recovered by user fees. 
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Figure 9: Share of health expenditure by provider-1998/99 

Education and Any other provider 

Training Institutes 12<>10 ----1% 

Health 
Administration 

10% 

Public Health 
Programmes 

6% 

Centres 
15% 

Source: PDoH Data 1 Records 

Table 11(a): Proportions in Health Expenditure by providers 

PROVIDERS 1996/97 

All Hospitals 60.4% 
Outpatient Care Centres 10.3% 
Public Health Programmes 3.2% 
Health Administration 15.5% 
Education and Training Institutes 1.7% 
Any other provider 8.8% 
Source:PDoH data 

1997/98 1998/99 

65.2% 55.6% 
8.5% 14.6% 
6.3% 5.8% 

1l.1% 10.4% 
l.6% 1.5% 
7.5% 12.1% 
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Annex: 1 

The following tables show the detailed line item expenditure data for Northern Cape Province 

Department of Health. The transfers to Local Authorities are estimated and extrapolations have 

been made on the data provided. 

Expenditure by Line Item (PDOH and Local 

Direct personnel costs (i.e. POoH 
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Annex: 2 

The following tables show the detailed line item expenditure data for Northern Cape Province 

Department of Health including capital expenditure. 

(e.g. 
district 
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Annex: 3 

This matrix shows the flow of funds from the Financial Intennediaries to Providers. The largest 

flow comes fonn the Provincial Department of Health about 79% of the total funding . 

Matrix: lA Financial Intermediaries to Providers 1998/99 
Financing Agents or 
Financial 
Intermediaries to Local Med 
Providers PDoH PDoW Authorities Schemes Total 
Regional Hospitals 227,003,346 227,003 ,346 
Health centres & 
Clinics* 83,173,431 4,902,696 67,626,693 155,702,220 
Health Administration 42,414,664 42,414,664 
Education & Training 
Institutes 6,117,160 6,117,160 
Laboratories 10,000,000 10,000,000 
Other Providers & 
Provo Aided Hospitals 39,437,839 36,676,900 76,114,739 

TOTAL 408,146,440 4,902,696 67,626,693 36,676,900 517,352,729 
*Note: Includes Public Health Programmes 
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