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"...it should be emphasized that the impression etipeness left by the (fiscal
incidence) studies surveyed here is definitely tijpresble; the estimates obtained
in these studies are at best approximations. Ingtogy, the overall effective tax
rate or the effective tax rates of those incomes#a that, from a political point of
view, deserve more attention — the wealthy andpber — can be changed
considerably by altering the shifting assumptions loy using different
consumption and income data." (De Wulf 1975: 75)

Introduction

This study investigates the incidence of sociahdpgg (here taken to be spending on
school and tertiary education, social grants, healinics, hospitals, and subsidised
housing). Combined, spending on these items wag Rillfon in 2006 (current value),

more than 10% of GDP and 37.5% of total consoldlat®n-interest government
spending.

Since the turn of the century, strong economic gnowound fiscal policy, small debt
service costs, improved revenue collection andoad®ening tax base created the fiscal
space that allowed government to increase congetidaublic spending, which grew by
just over half (52%) in real terms in the six yeafter 2000. Government expenditure
increased to just over 27 per cent of GDP in 208 Mnile revenue stood at just over 28
per cent of GDP. Government is now concerned wsdessing to what degree resources
are directed to programmes that support its sooim@mic objectives of reducing
poverty and inequality, creating employment and amging economic growth. In
addition to tracking expenditure and reporting @rf@rmance to assess the impact of
expenditure, this requires determining whether ugses are targeted to the areas of
greatest need and to the most needy. Recent worbublic expenditure analysis has
focused on developing a range of micro-level tdbé assist policy decision-makers in

! This study was undertaken for National Treasurgieurextreme time pressure, as the first preliminary
report had to be ready to serve as input to th® ZHiiget Review. The study follows and draws frevo t
similar studies undertaken by the same author ftiddal Treasury covering the periods 1993-199d, an
1995-2005.

2 Although the author takes full responsibility fibiis report, the completion of the report would hawve
been possible without inputs from a large numbepeadple. Direct participants in this process ineld
Cobus Burger, Eldridge Moses, Pierre de Villierassan Essop, Ada Jansen, Paula Armstrong, Derek Yu,
Debra Shepherd, Alex van den Heever and Martin &ssbn. We wish to thank National Treasury for
their assistance, particularly Thandokuhle Ngozos®&s Obinyeluaku, Kay Brown and Mark Blecher. We
also wish to thank the Departments of Educationaltieand Housing for special assistance with data
requirements.



assessing whether resources are being spent gorileet mix of goods, are well targeted
to the poor and vulnerable, and are convertedantoal services in an efficient manner.
Expenditure incidence, as discussed in this regodnly one such a tool.

In 1999, National Treasury (then the DepartmentFofance) initiated research to
investigate systematically which groups benefitednfthe budget. Such studies, referred
to as incidence analyses, attempt to measure goeet’'s effectiveness in redistributing
income and evaluate whether spending patterns gpmpariately targeted to the poor.
The first of these studies on expenditure incidefoz®ised on about 60 per cent of
expenditure — education, health, social grantsgmwptovision and housing — between
1993 and 1997.The study concluded that the first years afteitipal transition saw a
large and significant shift of social spending frime affluent to the more disadvantaged
members of society. As a result of shifts in sosiénding from 1993 to 1997, social
spending became relatively well targeted to poapfe Subsequently, another study
conducted in 2004assessed the extent of shifts in public spendiagtaxation between
1995 and 2000 and the targeting of spending. Téusrad study concluded that, although
shifts in targeting had slowed down compared tatthesition period, spending was well
targeted to the poor. This applied particularlgtzial assistance and to a lesser extent to
school education and to health.

The objectives of the present study were to ingagti expenditure incidence in
education, tertiary education, health, social tmst®, housing, water provision and
electricity, and in particular to assess shiftsuich incidence between 2000 and 2006. In
addition, the study set out to compare the regilthe previous incidence analyses with
the new results, where data comparability perrhltdike on the previous two occasions,
there was not a tax incidence module attachedet@xpenditure incidence analysis. Thus
the study was not constrained to apply to the sgmae as the Income and Expenditure
Survey of 2005; rather, to incorporate the mosemeéclata, the emphasis fell on 2006 as
the end year.

The strong growth of the South African economy arfidgovernment revenue had
allowed the government to expand social spendinte qapidly. The social spending
items covered in this study increased from abouD&2 per person in 2000 to almost
R2 800 in 2006, i.e. by 40% per capita (in cons@0@0 Rand values). Social grants
spending more than doubled in this short periodséadal grants were the best targeted
of all government social spending programmes, dviegeting of spending therefore
also improved. Thus, as will be illustrated, th@mst 40% of the population increased
their share of spending from 47.1% to 50.1%, whiltbwed spending per person for the
poorest 40% to increase by more than R1 200 per geancrement almost three times
as large as for the richest 20% of the population.

% van der Berg 2000a & 2000b; also published as damBerg 2001a. For the tax incidence, see Simkins,
Woolard & Thompson 2000.

4 Completed in 2005 in various parts as Van der BO@p; Van der Berg et al. 2005; Simkins & Woolard
2005



The next section of this report focuses on the palogy used to arrive at the results,
discussing ranking of the population by a welfar@dicator, measuring access, measuring
unit cost differentials, determining aggregatedlsexpenditure, and digression briefly to
summarise the methodology applied to free basides. This is followed by discussion
of the results, starting at the aggregate level faedsing first on 2006 before making
comparisons with 2000 and in some cases with 1988. conclusion deals with the
sensitivity of these results to the methodology lelygd and the data used; broad trends
and findings; what appears to lie behind thesedsgprospects; and limitations of the
study.

The full quantitative results of the study are m@d in appendices tables. In addition, an
estimation of the order of magnitude of the incwkereffect of free basic water is
contained in Addendum A, while some background wfwk this broader study is
collated in Addenda B1 to B4.

Methodology

Methodology: Overview

Expenditure incidence analysis is concerned with thlue of the subsidies given to
different groups of the population through the ketdgrocess. Analysing this requires the
following steps:

» Ranking the population from poorest to richest ;s welfare measure (e.g. per
capita income), and then classifying them into geo(deciles or quintiles) based
on this indicator. Ranking is of course not necasgahe issue of interest is not
incidence by income group, but by another cate¢gexy. province, region or race,
as in many earlier South African studies).

* Once the groups of interest have been identifieds necessary to determine
access to the specific social services studiech 8dormation is usually obtained
from survey data.

* The unit costs of spending need to be determineelstablish what value each
service brings to the individuals concerned. In miosernational studies the
implicit assumption is that all beneficiaries ghe tsame unit value from each
particular service, in which case it is adequatsitoply apply the proportionate
access to the total spending on that service.

The next sub-sections look at each of these issuasore detail in the context of this
study, before attention turns to a methodology determining the incidence of basic
services.

Methodology: Ranking population by welfare indicator

The first part of the work involved an analysisaotess to services using the Income and
Expenditure Survey (IES) 2005, the General Housksalirvey (GHS) 2006 and other
relevant surveys. This raised some questions alaking the distributional patterns
from the IES2005 to the GHS2006 (the latter comstalata on access to services, while
the former contains income distribution data.) Tast of the study involved analysing
the survey data in order to estimate the availgtaind access of services for 2006, across



income groups and population groups. For 2006.etheas one difficulty that did not

exist in 2000. Whereas the IES2000 was linked ¢oLislbour Force Survey (LFS) of the
same year, there was no such a link between IES20@%ny other survey. This made it
impossible to link access to services directlyhie income distribution obtained from
IES2005. Thus a major challenge was to link incalis&ribution to access to services, in
order to determine how services were distributedsacthe income distribution.

A relatively easy answer appeared to be at hamd teiuse an asset index to proxy for
the income ranking, a method that had already lbsed quite often in South Africa and
internationally. This method takes recourse to ssetindex to determine the ranking of
households in a similar way as for the distributadnncome, and to accept this as the
welfare ranking of individuals and households,w#h the asset ranking proxying for the
income ranking. The standard procedure is to dehgeasset index for households using
principal components analysis applied to a wideo$diousehold assets. This asset index
is then presumed to also reflect the distributiorableast the ranking of households
across the income distribution. This method istnaddy straightforward and could be
applied without much problem to data from the Geahéftousehold Survey (GHS) for
2006 (although such a method gives some deviatrorenking from that obtained using
income, as became evident when correlating inconte the asset index for 2000).
However, a further problem arose in the case atlerce analysis, viz. that the income
distribution to be analysed needed taddeéorethe receipt of social grants, as such social
grants were part of what was being studied, anttldberefore not be considered as part
of income. Determining pre-social grant income wagproblematic from the 2000
dataset that contained both income and informabansocial grants (assuming no
behavioural changes induced by grants), but it inecdar more difficult if only a
distribution of assets (wealth) was available. Aywaround that was to use the
distribution of income as determined in the Incoamel Expenditure Survey (IES2005)
and then to super-impose that on the ranking dfiiddals obtained from the GHS2006.
In other words, the ranking of the wealth index waed, but that ranking was then
applied to the income distribution as determineanfithe IES2005, in order to derive an
imputed distribution of income for 2006. From sueiputed income was then subtracted
the value of social grants contained in surveyshhsag GHS2006, which contained no
other income data. Thus it was possible in thisndabbout manner to simulate a
distribution of pre-social grant income that wakatieely similar to the distribution that
would have been obtained from the IES if the IESIdchave been used for such
purposes. Visual inspection of most of the accésses of different quintiles between
this distribution and the distribution that wasided from the simpler asset index before
considering the distributional effect of the grastsowed that the choice of welfare
ranking had a significant effect only in the cadetle social grants, as would be
expected.

However, even this procedure still had an implassumption that the distribution of
wealth or assets reflected such distributdter the receipt of social grants. Particularly
in cases where beneficiaries had only recentlyiobthaccess to grants, their assets may
not yet have fully reflected their economic statududing such grants. Such an asset
distribution therefore may to some extent also axipnate the distribution of assets as it



would have been in thabsenceof social grants. An alternative was to assumeé tha
something between these two situations appliedthat different weights needed to be
attached to the post- and pre-transfer imputednrecoanking derived from the asset
index?®

All of this required much work on the different datets and experimentation with the
situation in 2000, when all these variables werailakle in two linked surveys,
IES/LFS2000. Using the 2000 data set, one couktrogate the alternative assumptions
to derive appropriate assumptions and weights 3062

Thus considerable difficulties needed to be deaith woefore a proper income
distribution, or income ranking to derive incomecitess, could be obtained from the
survey. However, the effect of grants was largelghiange the ranking of individuals in
the lower deciles of the population, and this had little aop on the rest of the
distribution. The distribution of many of the se®$ measured in this study differed
relatively little across deciles 1 to 4. So a chleamg ranking derived in the manner
explained above would not necessarily have had nmiftirence on the distribution of
access to other services, apart from the socialtgrahe above procedure was thus
mainly important to determine access to social tgraacross the pre-transfer income
distribution. One needed to understand in whichleetouseholds wetgeforepayment
of grants, and noafter the payment of grants. Some households may hase inethe
third or fourth decile because they received graomt$ would have been in the first or
second decile before such grants were paid. Ifvearged to understand the effect of the
grants, one therefore needed to know how househadids rankedefore such grants
were paid.

Note that, for international comparison purposes, deciles and quintilesas used hereare
deciles or quintiles of the population (numbers of individuals), not of households. This
deviates from previous studies, which used degjastiles of households, based on the
then preference of the Department of Finance. Becaii this change, figures cannot
directly be compared to those for the previous isgjduntil these have also been
converted to the same format.

It was possible also to derive the distributiontiedé population by race group across
income group$ This could then later be used to derive costseofices by race where

the underlying cost data studied focused on incgraup (in the case of school

education). However, in tertiary education, whére tosts analysis initially focused on
race group because of data constraints, the reyeomess allowed allocation of these
costs to the different income groups.

® This is in fact also a procedure widely used ierinational studies, but for another reason: Behani
change may undo some of the effects of grantsjraad overview of studies for the World Bank, Van d
Walle (1999) concludes that it may be to the extdri0% of the grant value. However, the difficulor
ranking is that it is now know how that coefficiertries over individual households.

® The term “income group” is here shorthand for tieeile or quintile ranking obtained from using a
particular welfare indicator, be that income or@xgiture per capita, or asset ranking.



Methodology: Determining access to services

General trends in some access indicators are dmsdusn a separate document
(Addendum B1). This analysis used comparable dEtdasediscern access trends, but it
should be noted that the periods covered did ni@nofoincide with the full interval

studied for this paper, thus these trends coulaeat be used to determine recent trends
and the stability of data series, not trends olwerfull period studied.

It is useful to give a brief summary here of theyvirawhich access data were obtained,
and the main patterns these showed, for the diffexecial services studied:

Social grants: This was the easiest informatiomltain, as it simply required
capturing from the surveys the distribution of Hemaries of grants. The major
issue to be considered here was that the rankingpo$eholds had to exclude
grant income, as explained above. This effectivedant that many who were not
among the very poorest were indeed placed in tleregb quintile when their
grant incomes were subtracted. It was thus notrisimg that, based on such a
welfare ranking, social grants were accessed muate maften by those in the
bottom quintile rather than in Quintile 2.

Schools: Here the datasets were able to give irdbom on children attending
both primary and secondary schools. Unlike in thevipus study, the distinction
between these levels did not play a major roléédalculations.

Tertiary education: Access here again seemed velgtistraightforward to
measure. However, there were some problems. Firtéy distinction between
universities and technikons still existed in 2000f not in 2006. Also, survey
data were not consistent with official records, kndre required to distribute
spending by race as determined from official dateoss income groups. In
addition, tertiary students often are no longeides# in their home of origin, so
the socio-economic status (e.g. income or assetsyded for them in the surveys
may no longer have reflected that of their housghadl origin. Thus many of
those recorded as being in the fourth or even iftle quintile, i.e. the more
affluent, may actually originally be from poor ruraouseholds, but now be
resident in better, usually urban, circumstancédsisTthere would be a bias to
under-record targeting of the poor in tertiary extian.

Clinics and hospitals: The General Household Supeyided information on
visits to various health facilities. Visits by meenb of Medical Aid schemes were
ignored, on the basis that such recorded visits imaye reflected confusion
between public and private health facilities, orenfwere fully paid for by the
patients concerned, i.e. were not subsidised by dtae. For individual
households, the information was incomplete, agjthestion only asked about the
last visit. However, this still allowed an analysistbe patterns of usage of such
facilities, and in particular ascertaining whethibe patterns strongly differed
across the income distribution. This was indeed dase, with more affluent
patients being far less likely to visit public halacilities. In contrast, for poorer
people residing in urban areas, proximity of hadpitmade the latter more
accessible, leading to a trend towards peak utiseof these facilities in the
poorer part of the urban population. This patteas wimilar to that for housing
subsidies. The major beneficiaries thus tendecttim IQuintiles 3 and 4.



* Housing: The GHS allowed the beneficiaries of hogsubsidies to be identified
directly, by asking whether the house was obtatfedugh a housing subsidy.
Comparing this to the assumption made in previdudiss, when such data were
not yet available, showed that the assumption Weest formerly used gave the
correct pattern of benefits. This earlier assunmptias that the distribution of
beneficiaries of housing subsidies across the ircalistribution followed the
same pattern as those households which were résidenban areas but did not
live in formal housing, and within the appropriateeans test categories for
housing subsidies. The pattern obtained by both nee question and the
assumption used in earlier studies was that howsibgidies were largely going
to the middle of the income distribution, viz. tkgseople who were both urban
and relatively poor (Figure 1). The very poor wenere often rural and thus
generally did not benefit from housing subsidies.

Figure 1: Distribution of housing subsidies using eported data versus former
assumption on housing access, urban location and ares test status, 2006
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Most of the methodology focused on income groupnfgas), but in principle the same
methodology would also be applied when dealing watte groups.

Methodology: Determining unit costs for a service

A separate and parallel process gathered fiscakbrehjure data for the services
concerned. In this case the major issue to addvasswhether the unit cost of services
differed substantially and systematically acrose thcome distribution or across
population groups. International studies usualhoig such differences, even where they
may exist. However, South Africa has a unique Iystf racial discrimination in unit
subsidies, although the previous expenditure immdestudies had indicated that such



differences, which were very common during the tqead years, largely had been
eliminated. Nevertheless, given South Africa’s dngt it was considered necessary to
gather fiscal expenditure data in ways that woulomafor possible differences in unit
costs across the distribution.

Methodology: Determining aggregate fiscal expenditure on social services

Aggregate fiscal data by service were obtained feorumber of sources. The main and
preferred option was to use official data obtainBdm Budget Reviews and
Intergovernmental Fiscal Reviews. However, in saages these did not contain data at
the required level of disaggregation. Thus estisafehe distribution of health spending
by category were used for health and hospital spghdspending on universities (and
technikons for 2000) was taken from data providgdtiie National Department of
Education, and the value of aggregate housing digssiwas obtained from the
Department of Housing. The social spending includedhis study covered 68% of
consolidated general government expenditure orsdlceal spending function, including
by functional classification — 84% of spending alueation (covering all ordinary school
education and tertiary subsidies), 70% on heal@¥ &n social security and 64% on
housing. (The functional classification includesciab security spending funds, thus
reducing these percentages.)

Figure 2 shows quite substantial real growth ofgbeial spending included in this study
since 2000. Overall, such spending increased ni@e 50% in the six years, with the
strongest growth occurring with respect to sociang spending, which increased by
127%. There was also strong growth of spendinguili clinics, by 67%. In contrast,
other sectors grew less than the average rate,tevriiary education recording only 15%
growth. Social spending per capita grew in reahteby 21% in 1995-2000 and a further
40% in 2000-2006, taking it to R2 788 (Figure 2).

" Mark Blecher of National Treasury kindly providéwse



Figure 2: Growth of social expenditure per capita1995— 2006
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The rapid growth of social grants sharply increatieeir share of aggregate social
expenditure from 20% to 30% in the short six yesiqu, with a consequent reduction in
the share of most other sectors, notably schootathn (the largest social spending
category), which declined from 42% to 38% of th&ltoand tertiary education, that
declined to only 6% (Figure 3).

Figure 3: Composition of social spending covered ithis study, 2000 and 2006
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Methodology: Free basic services

This study also set out to investigate the imp&dhe provision of free basic municipal
services, namely water and electricity. This haightly different impact and works in a
slightly different way than other services, due dmss-subsidisation of such basic
services within municipal boundaries by the rich tfee poor. The impact of this had to
be measured. As had been indicated in the termef@fence, this part of the study could
only be completed successfully if good data werlable, as had been indicated would
be the case but turned out not to be true (AddenB@nto this report discusses this in
some detail). Discussions with many officials, udihg National Treasury, indicated that
no such data existed at the appropriate level sdgiiregation required for arriving at a
proper analysis of the impact of free basic sesvioe the position of the poor and the
non-poor. Nevertheless, two routes were followeddbto grips with the issue, at least at
a case study level. Firstly, the aggregated ndti@val data were investigated with the
intention of measuring the orders of magnitudehef value of these services relative to
all services, and specifically for poor householsscondly, a dataset available for some
Cape Town suburbs was used to show the impacteefbasic water and the so-called
Incremental Block Tariff (IBT) structure, which hadlready existed before the
introduction of the free basic services. This is @at in Addendum A. From this, it
transpired that the policy of free basic water glamth the IBT were substantially
redistributive within municipal boundaries. But the&cal magnitude of this redistribution
was quite small when compared, for instance, toitifact of social grants. Secondly,
the introduction of free basic water did increase benefits of those poor households
who had access to metered water, but the largdr giathis benefit pre-dated the
introduction of this policy, through the IBT. Thiyd though cheaper water could also
potentially have increased the consumption of whyethe poor, a study of the demand
for water indicated that it is very price inelasimongst the poor (Jansen & Schultz
2007), thus water consumption may not have beeactai much and the major gains to
the poor were largely the cost reduction. Fourtintpst of the very poor did not have
access to metered water (they were often ruralitdnats or lived in informal housing),
thus the gains were especially large amongst thid tb sixth deciles of the income
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distribution and not amongst the poorest two dscifefthly, unlike other social services
that were funded from the national budget through tax system, basic services were
funded at municipal level through municipal utésiwhich generally tried to break even
or even make an operating profit. Thus it is safagsume that free or lower cost services
for the poor came from higher unit costs and tleeeehlso aggregate costs for the rich.
This was largely paid by households in the topldedihis transfer from the rich to the
poor was quite substantial, but not compared taeggde incomes. Sixthly, due to a
modest negative price elasticity of water consuamp@mongst the rich, higher water
tariffs also reduced their water consumption sonavaind thus acted as an instrument of
water demand management.

Results

Results: Unit costs

Before turning to the results on social spendingegaly, the findings with respect to
unit costs are first discussed. Spending in 2006 m@ longer racially discriminatory.
Levels of subsidies still differed across benefies only in schools and in tertiary
education. In school education, the costs of teadaaries were higher in more
advantaged schools because teachers in these setwr@ generally better qualified and
more experienced, and because richer schoolshatillmore non-teaching staff on their
public payrolls. But on the other hand, the govesntis norms and standards policy
allocated disproportionately more non-personnehdipg to poorer schools, a policy that
was accelerated with the introduction of no-feeosth Also, with schools being open to
all, spending per child differed little — wherehg taverage white child in the early 1990s
obtained a subsidy for education of about 4.50 dirae much as a black child, this
disparity had largely been eliminated by 2006. P886 advantage that remained per
white child largely reflected historically betteafed schools and also a larger share in
secondary schools, which are more heavily subsidi8eross the income distribution,
for all practical purposes no differences in neticadion subsidies remained between
schools attended by rich and by poor children.

The investigation into schools costs drew from texcent studies that involved members
of the research team (Gustafsson & Patel 2006V#dreder Berg & Louw 2007). After
adjustments to incorporate more recent changes gxtension of funding to poorer
schools), it was easy to obtain the total costsgohool quintile. To link the school
quintiles to the household income distribution,ethreducational datasets were used:
SACMEQ 2001, TIMSS 2003, and PIRLS 2006. First akiag of individuals was
obtained using an asset index as described bedorthé income distribution. Schools
were then ranked into school quintiles using therage value of this SES (socio-
economic status) indicator of the children in tbkaol concerned. Then the distribution
of individual children in population quintiles wadbtained and matched to the school
quintiles. This could then be used to allocatesastoss the income distribution.

In tertiary education, subsidies paid to univeesitfor students in the natural sciences
were approximately two and a half times as largéoasocial science and humanities
students. Consequently, because fewer black stwdti@nded natural sciences courses,
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they made a smaller fiscal claim on the state,\@rame. They were at a disadvantage of
almost 16% in terms of public subsidies to theivarsities compared to white students.

(Special schemes to assist disadvantaged studentsstance through loan and bursary
schemes through the National Student FinancialSddeme (NSFAS) that is referred to

later, were not considered in this calculation, be¢ also the discussion later on the
impact of the NSFAS.)

Results: Targeting of spending

Overall, social spending is now well targeted, as loe seen from the concentration ratio.
This ratio is a measure similar to the Gini coedint: It is positive when spending

favours the rich, zero when spending is complet¢elgnly distributed and negative when
spending favours the poor. This ratio improved fre@il12 to —0.152 from 2000 to 2006
(Table 1), a considerable improvement to a levat thdicates extremely good targeting
of spending on the poor. To put these figures mspgective, in more than 30 developing
countries where this measure had been calculateddending on specific services,

Yaqub (1999) obtained a mean value of 0.01 forsahool education, and 0.39 for

tertiary education. For South Africa, the indicesrgv an impressive —0.13 for school
education, but, for reasons which will be discussedextremely poor 0.64 for tertiary

education. In health, where Yaqub encountered rehgle example in his sample of a
concentration index with a negative value, the Bd\ftican index for health clinics was

an impressive —0.26, and even for South Africanlipdtospitals the index of —0.10 was

very good.

Table 1. Concentration ratios by social sector, 2@and 2006

2000 2006
School education -0.121 -0.128
Tertiary education 0.528 0.641
All social grants -0.371 -0.359
¢ Child support grants -0.247 -0.318
« Disability grants -0.291 -0.288
e Old-age pensions -0.412 -0.436
Health -0.118 -0.137
e Public clinics -0.177 -0.257
e Public hospitals -0.105 -0.103
Housing 0.160 0.070
Total across services -0.112 -0.152

Why was South African social spending so well teed@ The reasons did not always
have to do with good policy or delivery, though govnent had gone out of its way to
ensure good targeting and access for the poor dialsgervices. For social grants, the
means test ensured targeting at poorer membefrsegidpulation. In education, the fact
that there were more children amongst the poornaatically meant that education
spending benefited the poor more than proportidyalte health, the more affluent often
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opted out of public health services, often becanfsguality concerns, thus the poor
receive a larger share of health subsidies thaaateg.

Despite social spending being so well targetedjetarg within most individual social
sectors had not much improved (see again Tabl©d)the contrary, according to the
measured concentration ratios by sector, two sestw a worsening of targeting:

* Spending on social grants became slightly lessetadg This perhaps derived
from a weakening of the application of means tgstihe less stringent means test
criteria that were recently announced will streegttthis trend). But the more
important reason was the increased weight of tild ghants, which were far less
targeted than the earlier dominant social old-ssgesjns.

» There was been a major worsening, according tod#ia, of the already poor
targeting in tertiary education. However, this na@yo be a data issue, and in
particular the issues referred to earlier with rdga measurement of targeting in
tertiary education may have played a growing r@eshThis issue is returned to
below.

Despite worsening of targeting in some individuatial spending categories, overall
targeting improved, largely driven by the increasegight of social grants referred to
before, but also by some further improvements rgeting subsidies of public clinics,

which improved the targeting of health spendingeréhwas also some improvement of
targeting of housing subsidies.

Targeting of all social spending is also shown bg toncentration curves for social

spending for the three years covered by this stu®95, 2000 and 2006. The

concentration curve is drawn similar to the Loreneve: First the population is ordered

from poorest to richest by the welfare measuretlfia case per capita income before
social grants, i.e. actual incomes from which dogiants have been subtracted before
the per capita measure was calculated). Then tmellative share of the social spending
is shown against the cumulative share of populattdhere the concentration curve lies
above the diagonal, it implies a negative value toe concentration ratio that is

calculated exactly as for the Gini coefficient, the area between the curve and the
diagonal, expressed as a share of the area betodiahonal. As can be seen in Figure 4,
the curves for combined social spending have bbexeathe diagonal in all three years,

but the clear outward shift over time reflects io@d targeting and a concentration ratio
that is a growing negative number. The concentmatiarve can also be redrawn in

difference terms as the vertical distance betwé&encurve and the diagonal, and then
rescaled, as in Figure 5. This shows, on a largates the distance by which the

concentration curve lies above (or below, in sont@eo cases not shown here) the
diagonal. This aggregate measure of targeting@fidipg clearly improved.
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Figure 4: Concentration curves for total social speding, 1995, 2000 and 2006
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Figure 5: Concentration curves: Alternative presenation (distance above diagonal)
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As indicated above, racial and other biases nodormfected the incidence of fiscal
expenditure in 2006. Moreover, due to good accessetvices and good targeting of
many services, the poor were not excluded from fitérge and were often even at an
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advantage. Figure 6 shows that the poorest 40%epopulatiofi received more than
their share of the benefits of public spending: yTget a full 50% of the value of all
social spending. They benefited especially frormdp®y on the three main social grant
types (obtaining between 59% and 70% of such spghdind for public clinics (57%), to
which they had good access, while the more affllsiiom visited such clinics. In
school education (49%) and in public hospitals (#%% well, the poor still obtained
more than their share of subsidies. The two exeeptithough, were in housing and in
tertiary education, where they received only 249 4%6 respectively of all subsidies.
Housing subsidies were not well targeted at the pecause such subsidies largely went
to urban residents, while the poorest people ofgsided in rural areas. In tertiary
education, however, the extremely low proportiosubsidies estimated to go to the poor
was the result of three factors:

» Firstly, weak performance of many schools attenolegoor children effectively
prevented many from completing school or obtainegdorsement in the
matriculation exam. This limited their opportunitgf attending tertiary
institutions.

» Secondly, poor children who did perform well enouglqualify to enter tertiary
education often lacked the financial resourcesots@ The NSFAS assisted a lot,
but the actual and opportunity cost of studyingt (meing able to earn) remained
an impediment to many students.

e Thirdly, the data relating to access to tertiaryieadion were probably biased.
Estimates were based on household surveys, but stadgnts were no longer
resident in their families of origin, so this magve lead to a poor capturing of
their home background in surveys.

Yet, despite the issues that made entry into tgreéducation difficult, Table 2 shows the
rapid expansion of tertiary access and performémaasured by degrees, diplomas and
certificates awarded). It is also evident that #yplied across race groups and the two
broad fields of study. The increase in black enssimin Natural Science courses of
almost 50% in this six year period is particulanypressive; in terms of awards the
growth was even greater. The loan and bursary supbered by NSFAS must have
contributed in an important way to this increasedeas. NSFAS spending from public
resources (including aid, but excluding funds oi#di from repayment of loans) grew
from R510 million in 2000 to R1 358 million in 200&nd the number of loans and
bursaries awarded grew from 83 769 to 107 586.dBspite the undoubted importance of
this spending for improving access, the relativetyall magnitude of NSFAS within
broader social spending means that its social @madd impact is quite small: Under
favourable assumptions it increases spending otbldek population by about R29 per
member of the population, an almost 30% additionthteir benefits from tertiary

8 Note that in the preceding studies (reported @vious Budget Reviews), data were shown per qainfil
householdsThe poorest 40% of households in those caseditted almost 50% of the population. This
study, however, follows the norm that has now ima¢ionally been adopted in studies of this kind, w0
show incidence by the distribution pbpulationrather than of households, i.e. quintiles now egaal
sized in population.
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education spending, but this increases their ag¢gelgenefits from social spending by
only 1¥2%. Moreover, only a minute part of this sjiag goes to the very poor.

Table 2: Access and performance in tertiary educadin by race and field of study,

2000 & 2006

Race | 2000 | 2006

Full time Student enrolment (headcount)

Social | Natural Total Social | Natural Total

Sciences| Sciences Sciences| Sciences
Blacks 255092 | 83964| 339056 327306 1236[77 450983
Coloureds 21770 8 692 30 462 36 009 12 521 48 530
Indians 24 999 14 466 39 465 38 318 16 500 54 817
Whites 107006| 55606| 162612 126138 58342 184 480
Total 408 867 | 162728 571594 527770 211040 738810
Degrees/diplomas/certificates awarded

Blacks 39 683 9416 49 099 52 731 17 239 69 970
Coloureds 3143 1314 4 457 5610 2 200 7 810
Indians 3714 2 264 5978 5210 2 896 8 106
Whites 21 379 11 159 32 538 25 321 13 196 38 5117
Total 67 19 24 153 92 072 88 872 35531 124403

Figure 6: Share of spending received by the pooredD % of the population by social
spending category, 2006
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The overall spending on the social services covarghis study in 2006 (R177 billion in
nominal terms) was not much more than the overdlies of personal income taxes paid
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(R141 billion). It is conceptually useful to think both social spending and personal
taxes as fiscal interventions that alter the distion of the overall resources (private and
public) at the disposal of people, i.e. throughrtteket and in the form of social services
that people consume (Bromberger 1982).

As explained earlier, to determine the benefit o€ial spending, households were
ordered in terms of their income before social gpey i.e. by income per person
excludingthe value of any social grants that they may hraceived. Thus one can think
of three distributions: a distribution of inconteefore grants, subsidies and taxes; a
distribution after grants and subsidies had been added to househekisirces; and a
final distribution that als@xcluded personal taxdsuseholds paid. For each of these, a
Lorenz curve could be drawn and a Gini coefficieadtulated. (Note, however, that none
of these is the normal Gini coefficient for all ame and that none is therefore
comparable to Gini coefficients published for otheuntries.) The Gini for pre-transfer
income was 0.69, but it dropped to 0.52 for incgohes benefits and to 0.47 after taxes
had also been subtracted (Figure 7 and Table &.illirstrated three things:

* The South African fiscal process was highly disttie.

» Social spending had an especially large impactenquality, reducing a Gini so
calculated by far more than even the progressisenme tax system did.

* Even after all redistributive spending and taxed baen considered, inequality
was still extremely large. This emphasised bothlithés of fiscal redistribution
and the need for a reduction of inequality in thegket. The latter is best achieved
through a combination of human capital improvemanis a growing economy.

Figure 7: Lorenz curves for three welfare measuresn 2006: Pre-grant income,
income plus social spending benefits, income mintasxes plus social spending
benefits
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Income distribution data for 2000 and 2006 werestiattly comparable, so not too much
should be read into the fact that the Gini coedgfitiof pre-grant income was smaller at
0.69 in 2006 compared to 0.71 in 2000. Howeverjragsgy an unchanged progressivity
of the tax system after 2000, the expansion andadugal targeting of social spending had
made the budget more redistributive, reducing thai-efficient for post-fiscal
resources by 0.14 in 1995, by 0.18 in 2000 and.pg th 2006.

The last columns in Figure 8 that show total spegdder person confirm that such
spending increased substantially in real terms &etw1995 and 2006, as has also been
shown before. By far the largest part of this iasee occurred after 2000, reflecting the
strong growth of the economy and government revanughis period. As the figure
shows, gains in social benefits were recorded raginbss the distribution, but the gains
for the poor were particularly large. An importaeason for this was the rapid growth of
social grant spending, the best targeted of allab@pending programmes. Improved
targeting was also reflected in the concentratimlex, which improved somewhat from —
0.095 in 1995 to —0.112 in 2000, and then even nmgte rapidly to —0.152 in 2006. In
real terms, social spending per person for the ggio#0% of the population increased
more than two and a half fold over eleven yeamnfonly R1 373 in 1995 to R2 329 in
2000 and R3 532 in 2006 (all in 2000 Rand valug&k)s reflected both the aggregate
growth of social spending and the improved targetihat the concentration ratios
showed. The increase of more than R1 200 per pei@orthe poorest 40% of the
population since 2000 was almost three times agelas for the richest 20% of the
population, and they now receive considerably labgmefits than before.

In terms of population groups, Figure 9 shows thenefits have shifted towards the
black and to a lesser extent the coloured popularoups, for similar reasons as apply
for the shifts to the poorer quintiles.
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Figure 8: Real per capita benefits from all sociakpending by quintile, 1995, 2000
and 2006 (in 2000 Rand values)
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Figure 9: Real per capita benefits from all sociagpending by race group, 1995, 2000
and 2006 (in 2000 Rand values)
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Interestingly, targeting withispecificsocial programmes had changed little since 2000,
as Table 1 above had indicated. The scope for tramison to eliminate earlier
discrimination has almost been exhausted. Aggregatgal spending became much
better targeted largely as a result of structundtssin the size of different programmes:
The rapid growth of the best targeted social pnogna, social grant spending, and the
decline on the other hand in per student spendntediary education, the most poorly
targeted programme (though note the earlier proaismut the accuracy of the targeting
information for tertiary education). These changmgights made social spending even
more redistributive, though further scope for thas diminishing.

Figure 10 indicates some changes in the underlgisgibution of pre-transfer income.
However, there is good reason not to be too confiddout these trends, given data
comparability issues. As the post-fiscal distribatiis affected by the pre-fiscal
distribution, uncertainty about the latter mearag,tfor measuring changes over time, it is
better to place the emphasis on fiscal impact feogiven distribution of pre-transfer
income. A visual comparison of Figure 11, Figure d&& Figure 13 illustrates the
growing impact of the fiscus in changing distrilouti as is evident in the growing gaps
between the pre- and post-fiscal distributions.

Figure 10: Changing pre-transfer income distribution (Note: This is based on
somewhat uncertain data about the distribution of ncome)
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Figure 11: Effect of fiscal redistribution on incone distribution, 1995
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Figure 12: Effect of fiscal redistribution on incone distribution, 2000
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Figure 13: Effect of fiscal redistribution on inconme distribution, 2006
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Table 3 takes this comparison further and showsttiefiscal process has been quite
redistributive, but that the extremely unequalrihsttion resulting from the working of
market processes constrained the potentially aahlevpost-fiscal equity The Gini
coefficient excluding social transfers was verymhiBecause of the uncertainty referred
to above regarding the comparability of the incafrstributions for different years, one
should not focus too much on the Gini coefficietitemselves, both for pre-transfer
income and consequently also after consideringtteets of the fiscal process. The more
pertinent figure is theeductionin the Gini that arises from the fiscal procedte(aaxes
and social spending), which gives a crude indicatb the redistributive power of the
budget. In 1995, it reduced the Gini compared 138, in 2000 by 0.180, and in 2006 by
0.223. Clearly, the redistributive power of the gethry process increased.

Table 3: Concentration ratios and Gini coefficients 1995, 2000 and 2006

1995 2006 2000
Total social spending -0.095 -0.11p -0.1%2
Total income/expenditure (excluding grants) 0.666 .700 0.690
Taxes paid 0.755 0.829 0.829
Income plus benefits 0.578 0.576 0.523
Income minus taxes plus benefits 0.528 0.527 0.467
Effect of fiscal process -0.138 -0.180 -0.223

Another way of looking at this is to assume a fixacbme distribution in 2000, and then
to consider the impact of the fiscal redistributgocess on the Gini, as in Figure 14.
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Figure 14: Changing effect of fiscal processes onsttibution, assuming unchanged
distribution of pre-transfer income
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Results: Limitations of expenditure incidence analysis

Budgetary resources limit social spending increagsssocial spending is already well
targeted in international comparison. Future growitlspending per poor person is thus
likely to slow. A source of concern is that so@gpkending has often not had the desired
results in terms of social outcomes. This is cletlte case for social delivery programs,
where government puts much effort into improvinfyicefncy of resource use and social
delivery. According to some views, households toe maot all equally effective in
converting social grant spending into desired impments in living standards for the
most vulnerable in such households, e.g. childrehad people. There are concerns that
some households may use such additional resouocely p

Government has been grappling with serious quatitycerns in social spending
programmes for some time. So, for instance, thergeneral dissatisfaction with many
public health services. Figure 5 shows satisfactates for public hospital services
(mainly visited by non-medical aid members) to migicantly lower than for private
hospital services (largely used by medical scheneenbers). Quality concerns about
services for the poor also arise in education, whtiere is evidence tha(d)reat
inequality of educational outcomes persists despitgeased equity in educational
spending since political transition{Taylor & Yu 2009: 41). Clearly, equity in fiscal
incidence of social spending is a necessary buhsufficient requirement for equity in
social outcomes.
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Figure 15: Satisfaction levels with hospital servies among members and non-
members of medical schemes, 2006
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Conclusion

This study has shown that fiscal redistributioremnsified in the period after 2000 and that
the expansion of spending on social grants in @der had contributed by 2006 to a
highly redistributive fiscal stance. Yet, desphét much inequality remains. The reason
for this is the massive degree of inequality in-pamsfer income. This remains the
biggest challenge to perceived equity of outcomes.

The scope for further fiscal redistribution is noanstrained by the size of the budget and
by the extent of redistribution that has alreadguoed. In most areas of social spending,
little scope remains for increasing such redistidu The major impediment to more
social equity now rather appears to lie in thefinigincy of the social delivery process
among the poor. Improved efficiency of social defwis an issue that has been growing
in prominence as the scope for more fiscal rethigtion declines.

This study has shown that fiscal discrimination Haz=en eliminated. The minor
differences in spending that remain that favouneicparts of the population arise within
non-discriminatory frameworks, e.g. more affluerdh®ols attract better qualified
teachers, and more affluent students have a higteensity to study in the natural
sciences, which are more highly subsidised. But dffect of these issues unequal
spending outcomes is negligible compared to thelkerd targeting of spending towards
the poor.

The results of this study are not very sensitivehi datasets used or the assumptions
made. Largely, access to services now determinmlfispending incidence, while
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inefficiencies of social delivery are now a majoflience on inequalities in social
outcomes.



26

Bibliography and selected South African literature on
incidence

Bromberger, Norman. 1982. Government policies &figcthe distribution of income,
1940-1980. In: Schrire, Robert (ed.). 1983outh Africa: Public policy
perspectivesCape Town: Juta: 165-203

Castro-Leal, F 1998Poverty and inequality in the distribution of publeducation
spending in South AfricaSouth Africa: Poverty and Inequality Informal
Discussion Paper Series. Washington, D.C.: WorldkBa

Castro-Leal, F; Dayton, J; Demery, L; & Mehra, K989 Public social spending in
Africa: Do the poor benefit®limeo. Washington, D.C.: World Bank

Crouch, L 1996. Public education equity and efficie in South Africa: Lessons for
other countriesEconomics of Education Revid®(2), 125-137

Department of Education. 200&Report to the Minister: Review of the Financing,
Resourcing and Costs of Education in Public Scho8lsMarch. Pretoria:
Department of Education.

Fiske, EB & Ladd, HF 2004&lusive equity: Education reform in post-aparth&duth
Africa. Washington, D.C.: Brookings Institution Press

Gustafsson, M. and F. Patel. 2006. Undoing thetlagiar legacy: Pro-poor spending

shifts in the South African public school systeferspectives in Education,
24(2):65-77.

Janisch, CA. 1996. An analysis of the burdens asmkfits of taxes and government
expenditure in the South African economy for thery&993/94. Unpublished
Masters dissertation. Pietermaritzburg: UniversitiNatal

Lachman, D & Bercuson, K (eds.) 19€xonomic policies for a new South Afrid&IF
Occasional Paper (91). Washington, D.C.: Intermalidlonetary Fund

McGrath, MD. 1983. The distribution of personalanme in South Africa in selected
years over the period from 1945 to 1980. Ph.D.ishd3urban: University of
Natal

Motala, Shireen. 2006. Education resourcing in{apstrtheid South Africa: The imp[act

of finance equity reforms in public schoolifgerspectives in Educatio24(2):79-
93.

Simkins, C. 2002School funding norms: Intensive audit of resoureeting tables.
Report to Department of Education. Pretoria: Departt of Education.

Simkins, Charles; Woolard, Ingrid & Thompson, Kei©00.An analysis of the burden
of taxes in the South African economy for the y&885 and 1997Report to the
Department of Finance, Pretoria. 26 January. 41pp.

Taylor, Stephen & Yu, Derek. 2009he importance of socio-economic status in
determining educational achievement in South Afrfid@rking Papers 01/2009,
Stellenbosch University, Department of Economics.

Van de Walle, Dominique. 1999. Behavioral incidemacmlysis of public spending and
social programs. Chapter 3 in: World Bank. 199®olkit for evaluating the
poverty and distributional impact of economic pagcWorld Bank: Washington,
D.C. Online: Accessed on 12 Jan. 2009 at:
http://povlibrary.worldbank.org/library/view/12926



27

Van der Berg, Servaas. 200@a analysis of fiscal incidence of social spendm&outh
Africa, 1993-97.Report to the Department of Finance funded by &rhée
Gesellschaft fur Technische Zusammenarbeit (GTZ)méd. Stellenbosch:
University of Stellenbosch.

Van der Berg, Servaas. 200@n analysis of 1997 school data flowing from wonktioe
fiscal incidence of social spending in South AfriSapplementary report to the
Department of Finance funded by Deutsche Geselisctim Technische
Zusammenarbeit (GTZ). (Assisted by Perry H, Woola@&lNkomo S.) Mimeo.
Stellenbosch: University of Stellenbosch.

Van der Berg Servaas. 200la. Redistribution throtingh budget: Public expenditure
incidence in South Africé&Social Dynamic27(1), 140-164

Van der Berg Servaas. 2001b. Resource shifts ithS&ftican schools after the political
transition.Development Southern Afrida(4), 309-325

Van der Berg, Servaas. 2001c. Trends in raciabffiseidence in South Africe&South
African Journal of Economids89(2), 243-268

Van der Berg, Servaas. 2005iscal expenditure incidence in South Africa, 139%l
2000.Report to National Treasury on aspects of exparaincidence. February.
44pp. Available fromhttp://www.finance.gov.za/documents/budget/2005é&w\
Fiscal%20Incidence%20Report.pdf

Van der Berg, Servaas. 2006a. Public spending hadpbor since the transition to
democracy. Ch.5 in: Haroon Bhorat & Ravi Kanburs(gdPoverty and policy in
post-apartheid South Afric!lSRC Press, Pretoria: 201-231.

Van der Berg, Servaas. 2006b. The targeting ofipupending school education, 1995
and 2000Perspectives in Educatidv(2): 49-64

Van der Berg, Servaas and Louw, Megan. 20@@pping trends in the incidence of
school expenditure in South Africa beyond 2Mbneo. Stellenbosch: University
of Stellenbosch

Van der Berg, Servaas et al. 208ppendix to main Interim Report to National Tregsur
on aspects of expenditure incidence5p. [Online]. Available url:
http://www.finance.gov.za/documents/budget/2005/résw/Fiscal%20Inciden
ce%20Report%20%20-%20Appendices.pdf Accessed: 18 February 2006.

Woolard, Ingrid; Simkins, Charles; Oosthuizen, Marg Woolard, Christopher. 2005.
Final Report: Tax Incidence Analysis for the Fisdacidence Study being
conducted for National TreasuriReport to National Treasury. 9 February.

Yaqub S 1999. How equitable is public spending ealth and equation? Background

paper to World Development Repor2000/1 Poverty Research Unit, Sussex
University. September. 23pp. [Online]. Available l-ur
www.worldbank.org/poverty/wdrpoverty/background/vagpdf ~ Accessed: 18
February 2006




ADDENDUM A:
The fiscal incidence of provision of Free Basic Wat*
Addendum to a report to National Treasury on exgaralincidence
Servaas van der Berg, Ada Jansen, Cobus Burger, Eldge Moses & Hassan Essop

University of Stellenbosch
28 February 2009

A policy of free basic services (water, sanitatard electricity) was introduced by the
government in 2000 to provide basic services toshbalds unable to afford these
services. The policy has been implemented diffeaynt through municipalities. Micro-
level data to measure the impact are scarce to doynand national surveys are
inaccurate, but a small survey of households ineCepwn offers some possibility for
drawing conclusions that may also have relevanceéhtocountry as a whofe.

The policy allows for six kilolitres of water fremonthly to all households, irrespective
of household size or demographics. This is basedhenWorld Health Organisation
recommendation of 25 litres of water per persondasgy, for a household of eight people;
this means much more free water for smaller hoddsh&ach municipality can structure
water tariffs to accommodate the free basic compordl households receive the first
six kilolitres of water free, but subsequent watensumption is charged at an escalating
rate. The Increasing Block Tariff is widely useddeveloping countries, particularly to
care for the objectives of redistribution (crosesidisation from rich households to poor
households) and water conservation (householdsuoding much water face a high
marginal tariffs to discourage consumption). Thé I8/stem was already in operation
when the Free Basic Water policy was introducedeBlan extrapolations to the national
level of tariffs applied in the City of Cape Towan impression can be gained of the
fiscal impact of the policy of Free Basic Water.isThllows some tentative conclusions
on the extent of cross-subsidisation between haldgeh

! As part of a study undertaken for National Tregsom fiscal incidence as an input to the process
culminating in the Budget Review, the authors wemguested to investigate what evidence exists en th
fiscal incidence of free basic municipal servicksturned out that there were no adequate datdeets
investigate this issue at present. The report ptedehere is a first attempt at investigating pgussorders

of magnitude.

2 Jansen, Ada & Schulz, Carl-Erik. 2006. "Water dechand the urban poor: A study of the factors
influencing water consumption among householdsapeCTown, South Africa,South African Journal of
Economics, 74(3): 593-609.



The assumption was that water consumption is velgtinsensitive to the tariff structure

(research by Jansen & Schulz 2006 largely conftm®, thus alternative tariff structures
were applied to obtain the same amount of reveauerichanged consumption. On this
basis, three tariff structures were compared:

» A structure where every household pays the sanee fiariff (referred to as Fixed
Tariff)

* An IBT structure as existed before the introductminthe Free Basic Water
policy, i.e. where tariffs reflect an incrementlddk tariff (referred to as IBT)

* An IBT structure that also incorporates the Freesi®aVater component (the
actual present structure) (referred to as FBW).

Aggregate costs of water consumption of R3.8 lnillio 2006 by households with piped
water were relatively small compared to social siggyp of about R177 billion. In
comparison to a fixed price structure, the gainsifthe actual tariff structure were quite
small for most households who benefited. Gains vesggecially small for the poorest
quintile, where fewer than 10% of households haegiwater (see Figure 1); though the
tariff structure reduced their water costs by 3@éjr gain was only R3 million per year,
while the second quintile gained R58 million. Thed quintile gained most, as more of
them had piped water yet generally consumed ttle litater to be faced with the high
tariffs that applied for high water consumptioneTdnly group who lost in net terms was
the most affluent decile of the distribution — thgaid over R300 million more than they
would have had if the tariff had been fixed at #werage level. But interestingly, two-
thirds of their additional cost, and the same probpo of the gains of other water
consumers, came from the Incremental Block Tahtthad existed evebefore the
introduction of Free Basic Water. The Free BasictaNaolicy has thus only had a
limited additional redistributive effect.



Figure 1: Household access to piped water in the bee or inside the yard by pre-transfer
household income decile, 2006

100%

90% -

80%

70%

60%

50%

40%

30%

20%

10% A I

oo +— ‘ ‘ ‘ ‘ ‘ : : : :

Decile 1 Decile 2 Decile 3 Decile 4 Decile 5 Decile 6 Decile 7 Decile 8 Decile 9 Decile 10 Total

The net gains of the poorest 40% of households&df Rillion per year from the IBT
plus Free Basic Water was quite small when compsoedl spending of R88 billion to
their benefit. Even the third quintile gained oR$¥38 million from the water tariffs. The
most affluent decile, in contrast, did have to 819 million more for water than they
would have had to under a fixed tariff, but thistcwas dwarfed by the R81 billion in
income taxes they paid.



Table 1: Estimated annual total costs of piped wateacross the South African income
distribution under alternative tariff structures, 2 006, and gains and costs from the
Incremental Block Tariff and Free Basic water

Annual water costs (in R'm) Gains (in R’'m)
Free | % Gain
Fixed IBT vs IBT vs | Basic | (FBW
IBT + : Free Water VS
(Average)| IBT Fixed ; Fixed
Tariff FBW tariff Basic VS Ixe
Water | Fixed | Tariff)
tariff
Quintile 1 11 9 8 2 1 3 30%
(poorest)
Quintile 2 193 155 135 38 20 58 30%
Quintile 3 728 638 590 90 48 138 19%
Quintile 4 1128 1075 1043 53 31 84 7%
Decile 9 607 579 572 29 7 36 6%
giﬂgtl)o 1 060 1271 | 1379] 211 -108 319 -30%

The above illustrates the limitation of redistrilvet policies at municipal level. Those

who gain are more often in the middle of the natlancome distribution, although they

are the poorer members of the urban populationimlas pattern of benefits probably

applies to free basic sanitation and to free balgctricity, although the magnitudes may
differ somewhat. Compared to overall social spegidsnch benefits are also quite small.
This again illustrates how powerful a redistribetimstrument social spending is.

Data requirements

This attempt to measure the fiscal impact of frasid water would not have been
possible without the presence of relatively gooctroidata at the household level.
Without such data, no proper analysis is possilaeally, a nationally representative
survey would be required, but respondents’ respotseuestions on the level of water
use in the GHS and other datasets leave the impnetisat such data are likely to be
weak. Thus the best that could realistically beamtgd appears to be good microlevel
data from some large municipalities on water amdteakity consumpotion of individual
households, but this should be supplemented witll §&lS information that would allow
households to be linked to their neighbourhooda wmay that makes it possible to place
them within the national income distribution. It lgkely that, with support of
municipalities, obtaining such data should not bamapossible task. That would enable
analyses similar to the above to be undertakenfdowt sample that better represents the
national position, as the sample used here hathliions in this regard.



Addendum B1:

Some fiscal incidence findings from the General Household
Survey and Community Survey
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This short paper includes additional findings mmuded in the main text, but which are
nonetheless useful.

Figure 1. Concentration curvesfor social grant spending
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These curves show that all three the social grametsedistributive — they lie above the 45
degree line of equality. Interestingly, both theadility grant and pension grant appear to
be best targeted in reaching the poorest decie% (@f these reaching the poorest 10%
of the population, compared to the 18% of the daitd grant), yet the extent of leakage —



grants that go to the upper part of the incomeriligion — is lower for child support
grants than for the pension and disability grant.

Figure 2: Concentration curvesfor visitsto different health workers
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The above curve shows that poor people are moetyltk visit a facility where they see
a nurse, while rich people are more likely to se®cetors rather than a nurse.



Figure 3: Changesin preferences among health wor ker s between 2002 and 2006
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The figure shows that there has been a graduaédserin the ratio of people who see
doctors relative to those who see nurses. As tbaestrong preference for being seen by
a doctor, this is indicative of a deterioratiorainleast theerceived quality of care.



Figure 4: Concentration curvesfor various medical facilities
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The figure provides a clear indication of how tH®ice between public and private
healthcare is still predominantly based on econostatus. All the public forms of
healthcare are above the 45 degree line, indic#iagthe poor have the dominant share
of visits, whereas all private forms of health dageelow the line.



Figure 5: Changes in use of public and private health care facilities between 2002

and 2006
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There has been a decline in participation in peiv&iative to public health care. This
seems to be a reversal of a trend away from pheldth services, and may reflect either
improved perceptions about public care or that dastors have reduced the strong
preference for private care.



Figure 6: Changesin us of various health care facilities between 2002 and 2006
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Distinguishing between the two main sources of jgubkalthcare, the use of public
hospitals has remained fairly constant in thefastyears, but here appears to have been
a drop in the in the percentage of people thatagartn private health care and a
consequent increase in the percentage of indivsdint frequent public clinics. (Note:
The question asked was which of these types dfthizilities have been visitddst.)



Figure7: Concentration curvefor medical aid coverage
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As was found in the earlier incidence studies, wedaid coverage was much higher
among the richer deciles.



Figure 8: Medical aid coverage, 2002 to 2006
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The proportion of the population that is coverednigdical aid has gradually decreased
between 2002 and 2006 from 15% to below 14%, basdtle GHS surveys.



Figure 9: Concentration curvefor various education institutions
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While there is a higher primary and secondary stipagticipation rate in the poorer
deciles (relative to the full population, not retatto the number of school-going age),
the opposite is true for college and especiallywersity participation, where the rich are
far more likely to participate.
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Introduction

As part of the National Treasury Fiscal Incidented$, the University of Stellenbosch research
team was also requested to analyse the extentithhe poor benefit from Free Basic Services
(FBS), which includes free basic water, free bagctricity, free basic sanitation and free basic
solid waste removal. In addition, several munidiped provide other free basic services to the
indigent, such as rebates on property taxes antd@ual free basic water. This report provides a
brief overview of the methodology followed in tlegidy, as well as a review of the findings and

suggestions for future research.

Methodology

As a starting point, the team identified the datguirements needed to successfully complete the

task, with some of the key requirements being:

* Household level data
» Consumption, tariff and/or cost data
» Background information (i.e. additional incentivieustures by municipalities, how the

indigent is defined, etc.)

In addition, other potential data sources were tiled and reviewed to ascertain whether it

could be used for this study. These additional dataces were:

* Income and Expenditure Survey (IES)

» General Household Survey (GHS)

e Community Survey (CS)

» Statistics South Africa’s Non-Financial Municipaé&sus (NFMC)
« DWAF FBS data



« NT FBS data

Furthermore, given the interest in the field, otimstitutions and researchers on FBS were
contacted to determine whether alternative dat aeicles or other information were available.
These institutions/researchers included, amongsret DBSA, DPLG, Norwegian Centre for
Human Rights, selected Local Government officislgula Trust, Centre for Applied Legal
Studies, academics from WITS and Stellenbosch UWsityes Business School. For the most part,
most of these institutions were unable to assigt data, but showed keen interest in the potential

results from a fiscal incidence study on FBS.
Review of findings

Rather disappointingly, none of the data sets aealyould be used to conduct fiscal incidence
analysis. Firstly, none of the surveys asked apmt®p questions with regard to
consumption/usage or tariffs/costs of EB&onsequently, even though the surveys provide
household level data, the key data requirementstesl earlier were not fulfilled. This problem
was also encountered in the NFMC data. Secondéyntin-survey data from DWAF and NT
were self-reported from municipalities, with severanicipalities and district municipalities not
providing any information at all. Thirdly, the madtata set provided by National Treasury was
found to be riddled with inconsistencies and ertorsuch an extent that, after analysing four
provinces, 66 clear errors/corrections were enewadt Notably, even after all these
corrections, the quality of the data is of suchature that it is strongly suggested that the NT

FBS data should not be used for any analysis .at all
Examples of the inconsistencies in the NT datanséide:

» Large discrepancies in population figures.
In order to ascertain the validity of the municigapulation figures, Census 2001
municipal population weights were applied to Stetss South Africa’s mid-year
estimates for 2007, and compared with data provitkedhe NT data set. Several

municipalities still made use of Census 2001 datalst others noted large increases (in

! As promised on commission of the study.
*> See Appendix A.1 for a more complete descriptioith wpecific reference to the results obtained f@hS 2005
* Some of the errors and corrections made to the & skt are provided in Appendix A.2.



some cases in excess of 20 per cent). This infldtedoverall population figures by
province, and in the case of the Eastern Cape, @@iaipalities (out of 45, including
district municipalities, municipalities, and the tnopolitan area in the province)
represented approximately 83 per cent of the fmdplulation in the province (using the
Mid-year estimates for 2007).

» Missing and/or incorrect data
In many cases, data for the number of poor houdshalumber of poor, or other
demographic data, as well as cost of FBS data wméssing. In addition, certain errors,
such as the “1 household, but 3 poor household#fiennxuba Yethemba municipality
bring the reliability of the entire data set inteegtion.

» Large variations in average cost of FBS across apatities
The data per province (for the four provinces thate analysed) were aggregated and
analysed. This provided additional concerns aselaf@iations in average costs were
found, for example the average cost of free basatewin the Eastern Cape ranged
between R18 to R882 per household, whilst the geerost of free basic sanitation
ranged between R23 to R1121 in the Western Caplequsehold. Also note that the NT

data is annual data, which makes these figureslegerbelievable.

In summary, given the quality and nature of theenirdata sets available, the research team was
unable to conduct fiscal incidence analysis of F&&] proceed with suggestions for future data

collection methods and future research topics.
Suggestions for future data collection and research

The GHS2005 was the most promising of the surveysroviding information about household
water consumption, and by natural extension, in&diom about free basic water. Unfortunately,
as mentioned in greater detail in Appendix A.1his addendum, the question on consumption in
litres — although asked in a format which coulduitintely be understood by those collecting
water in containers — appears to have been answegralll households and not equally well when

one compares the monthly water expenditure (in [Rguéstion.



The easiest and ideal solution to the data problemld be to have municipalities report
household consumption data at monthly intervaleughout. Ideally the data would also have
geographical location (area) information, race,dgerof household head and asset variables such
as municipal valuations of property which municipasé already have in their possession.
Indeed, this type of data will be required in fetusy National Treasury, although not at a
household and geographical level, as noted in tB& HFdicators and Budget Allocation
Guidelines, Schedule Al: Worksheets A10 - SerD&f,S$A11, SA12&13, SA14.

This should be relatively easy to do, especially Ktetro municipalities who would have
replaced legacy systems with much more user-fnersdiftware. If it is possible to print
statements for consumers, it must be possible tta@xand compile reports on consumption for

water and electricity.

Regarding electricity, the only information oneailsle to extract (again with caveats) is whether
households in 2000 still did not have electricityefyears later. The survey remains silent on
electricity consumption, which is possibly the mpaident choice due to the relatively high rate

of illegal electrical connections in South Africa.

Instead of municipalities being unable to produobecent or consistent data, we suggest the

following for survey data:

. Ask what the household’s consumption level ofgbevice is in non-monetary terms. Due
to the high rate of non-payment in South Africaaivbne pays is often not that closely related to
actual consumption. This is more important thaagbayment for fiscal incidence analysis, but
the existing questions, if asked consistently, ddad extremely helpful for cost-benefit analysis.

. Align access questions more closely to governrobjdctives.

As suggested above, if National Treasury can obNstro-level household data, several research

aims can be achieved. These include the following:
* Fiscal incidence of Free Basic Services

Although the billing data from Metro’s would notgwide information about households

who do not have access to FBS, such data would dhe research team to accurately



measure the impact of FBS to the upper decileadttition, survey data can be used to
estimate the size of the population who do not feeess to FBS. Although NT proposes
to request Local Government to provide informatitrout the number of households that
do not have access to services (or make use ohatitees, e.g. wood for fuel, water from

streams, etc.), it is unclear whether Local Govemimin general, has the capacity to

provide accurate data in this regard.

* Measure and compare the performance of Metro’samiging FBS
Given the poor quality of the FBS data provided lmcal Government to National
Treasury, it is clear that the performance of Msetrand extent of service provision
cannot be estimated with any degree of accuraagh Swstudy would, for instance, allow
National Treasury to compare efficacy of spendingFBS, analyse various techniques
and methods used to collect revenue, and possiblgetermine the extent of cross-
subsidisation and the impact of the Regional BigttrDistributors (REDs) on municipal
finances and ability to provide basic services.

* Water Demand Research
Tariff and consumption data will allow further raseh to be conducted in this field as
highlighted during the presentation to NationalaBery by Mrs. Ada Jansen on the 13th
of February, Stellenbosch.

» Capacity, ability and constraints faced by Locav&ament to provide accurate data to
National Departments
It is likely that this topic is currently under iestigation by DPLG; however, it is not

clear whether this view is appropriate as DPLG w@asvailable for discussions.

In conclusion, we reiterate the fact that, givea tuality and nature of the current data sets
available, the research team was unable to coffidaat incidence analysis of free basic services.
However, given our current understanding, it issgae to obtain suitable data to conduct such a
study with the assistance of National Treasury.e@ithe constitutional importance of free basic

services, the need for additional research infitig is of paramount importance.



APPENDIX

A.1 The General Household Survey 2005

The General Household Survey 2005 had many qusstidnich promised insight into the
distribution of basic services in South Africa. Ornitinately, either the questions asked were
suitable for our purposes but yielded inconsistergwers, or the questions were too abstract to

successfully translate into plausible answersHerdesired questions.
For instance, question 4.21 of the GHS 2005 asks:
How many 20 litre-containers, on average, does the household use per day?*

The answers were in interval form (1 — 20 litres,—260 litres, etc.). Using the Pareto midpoint
calculation method to estimate average householtswoption within categories, we then

attempted to calculate individual water consumptidhe aim was to determine whether the
governmental target of 25 litres per person perwlay indeed provided, and who benefited most
from free water provision by decile. However, ohewd note the caveat that this target is only
observable from government’s perspective in thaseds with piped water from municipalities —

only 48 percent of South Africans resided in sucdmés in GHS2005. Figure 1 shows the

proportion of individuals who only consume the flesic amount per decile before social grants.

4 Although the universe for this question was “allbehold members without water on site or in thellivgg, the
guestion appears to have been answered by all holdse



Figure 1. Proportion of individuals who only consune the free basic amount per decile
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Source: Own calculations based on GHS 2005 data.

The intention here is to determine who benefitstrfrasn free water provision (in terms of only
consuming the free basic water amount). The grdquveapaints an encouraging picture as it
indicates that of those households receiving pipatér, the poor are more likely to pay nothing

for water consumption than the middle class or.rich

We also attempted to determine the progress ofrgaowent in providing access to acceptable
water service levels for all South Africans. The &05 does not fully accommodate an
investigation based on the strict definition of RI¥Bter service levels, therefore the criteria for
RDP service levels were modified to all househaldiere individuals reside consuming more
than or 25 litres of water per day and had watersite. Other RDP possibilities are the
neighbour's tap and public/ communal tap. Thereewery few households in these categories
(less than 20%) who reported having a water sowit@n 200m of the home, so these water
sources were generalised as being below RDP |&wadble 1 shows the service level of

households by race.



Table 1.

Access to RDP water service levels by race

BY RACE
RDP water access
level Black Coloured Indian White Total
Yes 58.7% 99.3% 100.0% 100.0% 71.8%
No 41.3% 0.7% 0.0% 0.0% 28.2%
100.0% 100.0% 100.0% 100.0% 100.0%

Source: Own calculations based on GHS 2005 data.

Question 4.25 of the GHS2005 asks:
How much does the household pay for water per month?

The intention here was to calculate the househealtmexpenditure by decile and then simulate

what the effect of free basic water is by:

1. initially assuming that block tariffs exist for aunicipalities;

2. then calculating actual consumption by dividing tekevant midpoint categories by the
tariff prevailing at that consumption level,

3. applying an average tariff to all households toedeine what the monthly water bill
would be like in the absence of block tariffs;

4. and then using the difference between the initiatew bill in (1) and the water bill

calculated in (3) to determine the impact of inceatal block tariffs and free water.

Again the answers were coded in intervals with aimim of R1 to R10 to an open category
maximum of R301 or more. This format did not alléov the inclusion of those households

paying nothing for water as they only consume thee famount, although this figure is

theoretically quite easy to estimate as there #nerajuestions in the GHS2005 which act as
suitable qualifiers.

Table 2 shows the midpoint water consumption lee¢lbouseholds in South Africa receiving

piped water, excluding those households not abigiémtify their expenditure on water.



Table 2. Water consumption by decile of householdgceiving piped water
Decile

MP® 1 2 3 4 5 6 7 8 9 10
0 | 20,805 | 26,334 | 49,871 | 34,149 | 39,455 | 36,383 | 38,350 | 26,484 | 7,146 877
5 | 11,947 | 17,943 | 32,674 | 34,779 | 48,464 | 35,471 | 33,766 | 33,704 | 6,154 24,525
15 | 12,684 | 13,527 | 25,332 | 39,432 | 48,337 | 89,596 | 76,975 | 72,060 | 49,790 47,209
35 | 11,216 | 15,138 | 37,161 | 54,249 | 86,473 | 131,196 | 177,106 | 169,325 | 150,245 | 129,040
75 | 7,150 | 12,613 | 20,364 | 27,733 | 42,962 | 95,730 | 144,887 | 161,273 | 217,463 | 195,040
150 | 4,166 | 9,646 | 7,206 | 7,570 | 32,903 | 54,562 | 94,125 | 134,583 | 212,218 | 281,304
250 | 613 740 654 3,906 | 10,057 | 14,551 | 23,770 | 72,745 | 129,703 | 262,865
400 | 1,346 | 1,592 | 2,161 | 2,044 | 2,626 | 7,889 | 17,017 | 51,883 | 101,022 | 277,374

69,927 | 97,533 | 175,423 | 203,862 | 311,277 | 465,378 | 605,996 | 722,057 | 873,741 | 1,218,234

Source: Own calculations based on GHS 2005 data.

However, a substantial number of households weiglento quantify their monthly water

expenditure either because it was a fixed montbkt ancluded in their rent (52%) or because
they did not know (1.5%). Furthermore, poorer hbosds are much less likely to be able to

estimate their monthly water bills than richer heludds, making consumption distribution

analysis an even more arduous task. Figure 2 stimwsnder-reporting bias by decile, using the

ability to quantify monthly water expenditure as triterion.

> Midpoint.
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Figure 2.

Monthly water expenditure reporting biasby decile
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Source: Own calculations based on GHS 2005 data.

One method to theoretically correct this under-rgpg bias would be to calculate the inverse of

the under-reporting proportion per decile and rpljihng each decile with these respective co-

efficients. The results (or ‘corrected’ versioniable 2) are shown in Table 3.

Table 3. Water consumption by decile of householdseceiving piped water (after
‘correction’ for under-reporting)
Decile

MP 1 2 3 4 5 6 7 8 9 10
0 | 80,886 | 92,322 | 142,980 | 97,607 | 93,672 | 67,148 | 60,507 | 36,588 8,966 1,050
5 | 46,448 | 62,905 | 93,676 | 99,407 | 115,061 | 65,465 | 53,275 | 46,563 7,721 29,358
15 | 49,313 | 47,423 | 72,627 | 112,707 | 114,759 | 165,356 | 121,449 | 99,552 62,471 56,512
35 | 43,606 | 53,071 | 106,540 | 155,058 | 205,300 | 242,133 | 279,432 | 233,926 | 188,510 | 154,469
75 | 27,798 | 44,219 | 58383 | 79,268 | 101,998 | 176,677 | 228,598 | 222,802 | 272,848 | 233,475
150 | 16,197 | 33,817 | 20,660 | 21,637 | 78,117 | 100,698 | 148,507 | 185,929 | 266,267 | 336,739
250 | 2,383 2,594 1,875 11,164 | 23,877 | 26,855 | 37,504 | 100,499 | 162,737 | 314,666
400 | 5,233 5,581 6,196 5,842 6,235 | 14,560 | 26,849 | 71,677 | 126,751 | 332,034

271,864 | 341,934 | 502,936 | 582,691 | 739,019 | 858,892 | 956,121 | 997,537 | 1,096,272 | 1,458,303

Source: Own calculations based on GHS 2005 data.

11




One can then simply multiply each column to deteaemivhat the monthly water bill would be,
assuming that all households were subject to btadks. We had the benefit of having water
consumption data from a sample of households iredapvn which we could use to corroborate
our results. Unfortunately, when calculated in thisnner from the GHS data, the monthly water
bill estimated for South Africa is only R 775 96833 which is incongruent with the water bill
extrapolated for South Africa from more reliable muipal data. This finding here renders the
further analysis as outlined in points 3 and 4 &bavVutile exercise, as the magnitude of the

water bill is wrong in the underlying householdalat
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A.2

Selected rectifications and errors found in theNational Treasury Free

Basic Services data set

Eastern Cape

1.

The Amatole District Municipality (DM) data was geed as the total number of people
(971 833) compares poorly with Census 2001 (1.d6omj and weighted StatsSA mid-
year estimates (1.74 million).

The Ngqushwa Local Municipality (LM) was droppeditasontained no FBS data.

3. The Nxuba LM was dropped as it contained no FB&.dat

4. The Mnguma LM was dropped as it only had total nembf households (HH) who

7.
8.
9.

received FBS , with no indication as to how theadatsplit in the different categories (i.e.
FBS for water, electricity, etc). In addition, teas no cost data.

Cacadu DM was dropped as the total number of pe(pld92) does not compare
favourably with the total number of people in th®1h Census or the weighted StatsSA
mid-year estimates for the DM, nor the equivalénires for the Cacadu DMA.

Ikwezi LM contains approximately 1500 more peophart expected, but the data is
retained.

Makana LM contains 11 000 more people than expebigds retained.

Sundays River LM contains 13000 more people thaeeted.

Emalahleni LM contains 10-15 000 less people thareeted

10. Gariep LM contained 30000 more people than expected

11.lkwanca LM contains 21000 more people than expected
12.Intsika Yethu LM contains 12000 more people thapeeted.

13.Inxuba Yethemba LM was dropped as it only contaioreel HH.

14.King Sabata Dalindyebo LM was dropped as it comriino HH or poor HH data.

15. Matatiele LM was dropped as the HH data was coufugéh the total number of people

in the LM, and no HH data (hnumber of poor HH an@ltaumber of HH) was included.

16.Nelson Mandela Bay Metro contains 400 000 more leeibyan expected.
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17.The data for 2008/09 and 2009/10 was excludedlf@ravinces as not all LMs provided
such data.

18.The Mbizana LM data was dropped to avoid doublenting within the O.R. Tambo DM.
The O.R. Tambo DM number of people data coincidesety with the expected figure.

19.Note the large difference in the total cost to ptevFBS to HH in Mbizana LM (R148
per HH) as compared to the O.R. Tambo DM (R53 pHl).H he reason for this is
unclear, and cannot be examined with current data.

20.The total number of people presented in the Natidneasury data represents 82.5% of
the total EC population as presented by StatsSBG/ 2mid-year estimates. This is
unexpectedly high as only 27 municipalities (indadhe Metro and the O.R. Tambo DM
that consists of 7 LMs and the DM itself) out of&® represented in the "cleaned" data.

21.The "Total cost per HH per annum for all FBS" cdtion had to be redone in nearly all
instances as the original answer could not beaagld, no matter what combination of
numbers provided in the data were used. It wasnasduhat "HH" were meant to only
refer to HH receiving FBS, i.e. "poor HH that raeeFBS" as described in the data.

22.The variable "Total FBS provided in municipal afestal social package)" is deceptive in
terms of number of HH. This HH number is likelyitewlude double-counting as it only
adds the number of HH receiving any basic servites-likely that HH may receive more
than one FBS and would therefore be counted maredhce.

23.In order to avoid the problem noted above, we tzaleulated the average cost per HH

per FBS (i.e. for water, electricity, etc.)
Gauteng

1. Ekurhuleni Metro reports a population of 3.5milljomhereas the expected figures was
between 2.5 and 2.8 million

2. The Ekurhuleni Metro does not provide data on gmeple or poor households, but the
data is retained.

3. Note that 805 000 out of 850 000 (95%) HH receiBenrter in Ekurhuleni Metro.

4. Emfuleni LM does not provide population numberdydaotal number of HH and number

of poor HH.
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8.
9.

The Emfuleni LM data is surprising as the averag® per HH for all FBS is well below
R20!

Kungwini LM does not provide population numbers,lyototal number of HH and
number of poor HH.

Lesedi LM poor population was calculated assuminrag hon-poor and poor HH have the
same size.

Lesedi LM has approximately 40 000 more people thqrected.

Nokeng Tsa Taemane LM has 10 000 more people thzeceed.

10.Westonaria LM has 5000 people more than expected.
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ADDENDUM B3:

The cost of fiscal subsidiesto higher education studentsin South Africa: A comparison
between 2000 and 2006
Pierre de Villiers
1. Introduction

In this analysis the expenditure (subsidy) on higi@ucation institutions (HEIS) in South
Africa is compared for 2000 and 2006. In 2000 tieddctor was divided into 21 universities
and 15 technikons, but after 2004 the number ofsHE&s reduced to 23. This makes
comparisons between 2000 and 2006 impossible ifwant to compare the previous system
with the one in 2006. Even comparisons betweerviddal institutions in most cases do not
make sense due to the mergers that took place @4 2Md left very few institutions
unchanged. The best comparison one can make @koakt average subsidies for the whole
system and to compare it between racial groupss Thiwhat will be presented in this
analysis.

2.  Method of analysis

The analysis was done with headcounts of studenteadl as with full-time equivalent
student numbers. Although headcounts can porteypterall picture, it may give the wrong
impression. A full-time student taking the full cplement of modules prescribed for an
academic programme in a specific year will havalbtime equivalent (FE) value of one. If
only one or two modules are followed the FE valuk lve much smaller than one. Students
are subsidized on their FE-values and not headsodite first method assumed that all
students received the same subsidy at a spedcsficution, irrespective of their field of study
or racial group. The analysis is done for all ingibns and distinguishes between racial
groups.

A second method was followed where a distinctiors vimade between the number of
students enrolled in the social sciences and tleoselled in the natural sciences. This
distinction is made because subsidies in natuiahses are much larger than those paid to
students in the social sciences. Different fieldsstudy are subdivided into 21 CESM
(classification of educational subject matter) gatees. These categories are subdivided into
four funding groups with the ratio of the size bétsubsidy between these funding groups
being equal to 1:1.5:2.5:3.5, but the four fundgrgups are not strictly divided into social
and natural sciences (See Diagram 1). A rule aihthis that the subsidy of natural sciences
is on average approximately 2.55 times the subsidly to a student in the social sciences. In
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this analysis it was thus assumed that the petacapbsidy of a student in natural sciences is
2.55 times as large as the subsidy paid to studestscial sciences.

Diagram 1
Classification of education subject matter (CESM) into funding groups

Fundinggroup | CESM categoriesincluded in funding group

1 07 Education, 13 Law, 14 Librarianship, 20dP®jogy, 21 Social
Services/Public Administration

2 04 Business/Commerce, 05 Communication, 06 @denBciences
12 Languages, 18 Philosophy/Religion, 22 Soa#&iges

3 02 Architecture/Planning, 08 Engineering, 10viécEconomics,
11 Industrial Arts, 16 Mathematical Sciences,Ph§sical Education

4 01 Agriculture, 03 Fine and Performing Arts, B&alth Sciences, 15
Life and Physical Sciences

In the last instance calculations were done fotadrstudents only because distance students
get a smaller subsidy than contact students. Thengstions made in the analysis will be
presented as the results are discussed.

In 2000 an amount of R437 million was awarded byegoment for the National Student
Financial Aid Scheme (NSFAS) to help needy studantsin 2006 this amount increased to
R926 million. In 2000 this amount was equal to 6.8%4he subsidies paid to HEIs and in
2006 it was equal to 8.2% of that amount. NSFASrdwvavere not included in this analysis,
because these funds are not subsidies to HEIs dumhgnts to help needy students to pay
their debt at HEIs. Keep in mind that if these anteware added to the subsidies paid to HEIs
and because 85% of NSFAS awards are paid to Afrstadents, the average subsidy of
African students would increase notably. Howevegduse it is relative small amounts the
overall results will not differ that much whetheris included or not. The government’'s
subsidies paid to HEIs used in this report doesnmobide NSFAS awards.

3. Analysisfor 2000

In 2000 the Higher Education Institutions (HEIs) South Africa were still divided into

universities and technikons. The subsidies paidniwersities were substantially higher than
those paid to technikons and the 21 universitiesived 72.6% of the funds paid to HEIs
while the 15 technikons received the remaining @/.@®ne must keep this in mind when the
results of the analysis are evaluated because Ehelblying field changed completely in



2004. The analysis will therefore be done for theol® HE system to make the results
between 2000 and 2006 comparable.

Total Expenditure on Higher Education in South édrwas taken as the amount in Vote 15
of Estimates of National Expenditure, 2001 (20022-303). An amount of R30 million was
earmarked for restructuring, but because it cooldbe linked to a specific institution it was
not included in the analysis. This amount was feas 0.5% of the funds paid to HEIs.

3.1 Headcount

Headcount numbers in HEIs were taken from Educatom Glance 2000 (2002: 24). These
numbers are available according to the four mairatgroups per institution. It was assumed
that no distinction was made on racial grounds wétliards to expenditure patterns at HEIs.
Expenditure per student (irrespective of race)acheinstitution was therefore the same. The
amount spent on a specific racial group at alitimsbns was added and the accumulated total
was then divided by the total number of studenthat racial group at all the HEIs.

There was not much difference between the peraapipenditure for the four racial groups,
as can be seen in Table 1. Keep in mind that ceddferences cannot be seen in the
aggregate numbers. For example, the average p#a casidy for a university student in
2000 was R11 652, while the corresponding figure technikons was only R8 846.
Throughout the analysis the whites will be usedhascontrol group and their average per
capita subsidy will be given an index value of 1T8is method is followed because whites
were the dominant group in higher education in plast who received the most funds.
Subsidies paid to Africans and whites are the riropbrtant because they represented more
than 88% of the headcount students in 2000 andujudér 88% of the subsidy expenditure
was spent on them.

Tablel
Subsidy paid to Higher Education Institutions (all headcount students): 2000
African Indian Coloured | White Total
Enrollment % 60.9 6.6 5.3 27.2 100
Subsidy % 61.2 6.9 5.5 26.4 100
Per capita subsidy R10760 R11306 R10995 R10 4R30 720
Subsidy: Index value 103.4 108.5 105.6 100.0 102.9

Included in Table 1 is the data for Unisa and TdamSouth Africa that provided education
almost exclusively to only distance students. Arottalculation was done where these two



institutions was omitted. The reason for this iatttistance students receive only half the
subsidy of contact students. By excluding these itvgtitutions, student numbers decreased
by 28.8% from 610 131 to 434 712, but total expemdionly decreased by 10.6% from

R6 540 million to R5 844 million.

Table2
Subsidy paid to Higher Education Institutions (excluding Unisa & Technikon SA): 2000
African Indian Coloured | White Total
Enrollment % 63.4 5.7 5.3 25.6 100
Subsidy % 62.0 6.7 5.5 25.8 100
Per capita subsidy R13 14f R15825 R13914 R13 bR13 445
Subsidy: Index value 97.0 116.7 102.6 100.0 99.2

Except for Indians who received 17.7% more thanndigonal average subsidy of R13 445
per student there was very little difference betw#ee per capita expenditure for the other
racial groups. This is to a large extent explaibgdhe relative high subsidy per student that
the University of Durban Westville received, as lvad the fact that 41% of Indian students
studied through Unisa (who received a relative spel student subsidy, but was excluded in
this calculation). As expected the subsidy is alst@bly higher than the calculations done for
all the students including Unisa and Technikon B@\tica.

3.2 Full-time equivalent students

Like with the previous method, HE expenditure wakeh as the amount in Vote 15 of
Estimates of National Expenditure, 2001 (2002: 303). The full-time equivalent (FE)
student numbers were taken from the Research Rep@teyn and De Villiers (2006: 184)
for the Council of Higher Education - Higher EducatMonitor No 4. It was then assumed
that the racial composition of the FE student nusbsas identical to the headcount
numbers. In this way the total FE numbers coulc¢dreverted to the number of students of
each racial group at each institution. It was assumed that the expenditure per student in
each institution was identical irrespective of rallee amount spent on a specific racial group
at all institutions was added and the grand totas when divided by the total number of
students of that racial group at all the HEIs. His tway an average per capita subsidy per
racial group could be calculated.

There is not much difference between the calculatiwith headcounts and this that was done
with FE student numbers, because to a large ekterstudents are a constant fraction of the
headcounts. The subsidy per student between therdoial groups did not differ much (as
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can be seen in Table 3). For example, Africansivedeonly 1% less than the national

average of R15 866 and Indians received 5% morae ths average. Once again the
aggregate numbers disguise certain differencesdasgtvihe individual HEIs. The subsidy in

the university sector was R17 513 per student 7% 7higher than the per capita average of
R12 705 for the technikon sector.

Table3
Subsidy paid to Higher Education Institutions (all FE students): 2000
African Indian Coloured | White Total
Enrollment % 61.8 6.6 54 26.1 100
Subsidy % 61.2 6.9 5.5 26.4 100
Per capita subsidy R15701l R16644 R15965 R16 DRA5 866
Subsidy: Index value 97.9 103.8 99.5 100.0 98.9

The analysis was repeated by excluding distanaiests and subtracting their subsidy from
the total subsidy paid to HEIls. By excluding thestaince students it is obvious that the
average subsidy per student will increase. Thevident from Table 4.

Table4
Subsidy paid to Higher Education I nstitutions (contact FE students): 2000
African | Indian Coloured | White Total
Enroliment % 63.6 6.1 5.7 24.5 100
Subsidy % 61.9 6.8 5.6 25.7 100
Per capita subsidy R19002 R21625 R19 168 R20 bBA9 548
Subsidy: Index value 92.6 105.3 93.4 100.0 95.2

The difference between the per capita expenditerergcial group is now larger but not
substantial. Africans received 2.8% less than tagonal average of R19 548 per student
while Indians on average received 10.6% more thaamount. Once again keep in mind
that the per capita expenditure in the universagter was R22 043 per student, but only
R15 068 in the technikon sector.

3.3 Full-time equivalent students per field of study (all students)

The expenditure on HE and the number of FE studenidentical to the values used in
section 3.2. The FE student numbers of both theewsity and technikon sector were
converted to numbers according to race per fieldstatly by means of the number of



unduplicated student enrolments per race groupdt mstitution (Department of Education
website-Hemis data).

Table5
Subsidy paid to Higher Education Institutions (all FE students): 2000
African Indian Coloured | White Total
Enrollment % 59.8 6.8 5.3 28.0 100
Subsidy % 56.7 7.7 5.2 30.4 100
Per capita subsidy R15041 | R17 992 R15523 R17 178 R15 867
Subsidy: Index value 87.6 104.7 90.4 100.0 92.4

The first analysis was done for all FE studentdidns received a per capita subsidy that was
13.4% higher than the national average of R15 8@ifle Africans received a subsidy that
was 5.2% lower than this average. This is partiylared by the fact that 38.9% of Indians
studied in the natural sciences, but only 26% afcahs (See Table 6). Whites, who received
a fairly high subsidy of R17 178 per student, h&b% of the students studying in the
natural sciences with only 29.6% of Coloured staslestudying in the natural sciences.
Except for the fairly high per capita subsidy pedian student, there was not that much
difference between the subsidies that the othéalrgoups received.

Table 6
Students studying in Social and Natural Sciences (all FE students): 2000

Per cent of each racial group

African Indian Coloured | White Total
Social Sciences 74.0 61.1 70.4 64.5 70.3
Natural Sciences 26.0 38.9 29.6 35.5 29.7
Per cent of total number of students
Social Sciences 63.0 5.9 5.3 25.7 70.3
Natural Sciences 52.3 8.9 5.3 33.5 29.7
Total 59.8 6.8 5.3 28.0 100.0

As can clearly be seen from Table 7 there was & difference between the per capita
subsidies paid to universities and technikons. alerage subsidy (for studies in both natural
and social sciences) paid to technikon studentsonBs73% of the value of the subsidy paid
to university students. Note that Unisa and TeabmiSouth Africa (with the majority of

distance students) received much smaller per caphaidies than the other universities and
technikons respectively. The average subsidy fas&@etudents was only 44% of the value



of the average subsidy of university students, evkile subsidy for students at Technikon
South Africa was only 53% of the value of the ageragubsidy paid to technikon students.
Differences between the different institutions aaclal groups are also portrayed in Table 7.

Table7
Average per capita subsidy accordingto field of study, racial group and institution
(all FE students): 2000

Panel A

Soc Sc Nat Sc Total African Indian Coloured | White
ucr 14 592 37210 23798 24 967 25497 22 482 23307
Durban W 14 476 36914 22 005 20459 24 468 23494 24 994
Fort Hare 18 989 48 421 23842 23824 n/a n/a 27 982
Free State 13 155 33544 20 336 19 143 20716 19516 21 245
Medunsa 21104 53 815 52 950 52910 53 609 52 906 51515
Natal 13530 34 501 20554 20152 20892 19 254 21108
The North 15073 38437 22 146 22121 29091 21749 26 755
North West 12 628 32202 18 077 18 082 16 543 17898 17 522
UPE 13 442 34277 15 601 14 431 21226 19283 21389
Potch 11921 30 399 16 802 15987 16 802 15 362 17 358
Pretoria 13631 34 758 20814 16 977 24730 19 505 23 884
RAU 14 299 36461 17 875 16 096 18 161 17 151 19434
Rhodes 15 090 38479 21623 20284 28 255 19 745 21530
Stellenbosch 13104 33415 20972 16 263 26 123 20778 21 853
Transkei 21205 54 073 29423 28 895 50525 n/a 39 465
Unisa 6418 16 367 7 430 7472 7 461 7 337 7 386
Venda 9576 24 419 14 904 14 920 n/a n/a n/a
Vista 12 474 31808 14518 14521 13564 14 882 13321
uwc 14 530 37 050 19 365 18 595 24 329 19479 21034
Wits 14 149 36079 25228 23401 28 184 23277 25985
Zululand 15 605 39793 21131 21242 17 484 15 605 20404
Univ Tot 11728 | 34183 17513 17 068 18 587 17 088 18 003
Border Tech 10743 27 396 16 654 16 545 27 396 23681 23392
Cape Tech 8724 22 246 15 507 14 554 15786 14 659 16 580
FSTech 9955 25386 14 234 13 004 16 568 13 920 16 339
Mango Tech 9 647 24 600 17769 17 755 20328 24 600 21881
ML Sultan 8579 21877 15435 14 405 17 631 17 434 15153
Natal Tech 9326 23782 16 665 15 082 19 502 16 664 19 208
N Gaut Tech 9 488 24 195 14 473 14 473 13 165 15371 13165
Pen Tech 9902 25251 16 602 16 083 19936 17 392 18903
PE Tech 8 891 22 672 14 907 14 275 16 133 14 345 16 314
Pretoria 7 522 19 182 11 296 10 303 14 444 12 058 14 541
Tech SA 4874 12 429 6 700 6 539 7477 6413 7 267
N West Tech 10 600 27 030 14 336 14 341 10 600 10 600 10 600
E Cape Tech 9 488 24 195 15239 15179 24 195 22 094 24 195
Vaal T Tech 7 806 19 904 13 352 13129 17 299 12 255 14736
Wits Tech 9522 24 282 17 280 16 561 20109 16 699 19 791
Tech Tot 7 706 21093 12 706 12229 15713 13210 13 887
TOTAL 10500 | 28522 | 15867 15 041 17 992 15523 17178




| Indexvalue | - 24 | 876 | 1047 | 904 | 100.0 |
Table 7 (continued)
Panel B
Social Sc Index Value Natural Sc Index Value
African 10577 101.4 27747 94.2
Indian 10076 96.6 30434 103.4
Coloured 10392 99.6 27 976 94.1
White 10432 100.0 29 445 100.0

3.4 Full-time equivalent per field of study of contact students

The last analysis was done for only full-time cattstudents (total number of students minus
distance students). The FE student numbers wees ta&m a research report by Steyn and
De Villiers (2006: 186-187). The subsidy paid tstdhce students was subtracted from the
total subsidy each HEI received by taking into artahat distance students only received
half the subsidy of residential students. It wasuaged that the split between natural and
social sciences of distance students was the sarfee the total number of students (as was
assumed in Section 3.3). This analysis gives tls¢ éstimation of the subsidies paid to the
contact students of the different racial groupsefpected the subsidy per contact student in
Table 8 is higher than the subsidy per total FElesttl (that includes distance students) in
Table 5.

Table8
Subsidy paid to Higher Education I nstitutions (FE contact students): 2000
African | Indian Coloured | White Total
Enroliment % 61.9 6.2 5.6 26.3 100.0
Subsidy % 57.4 7.6 5.3 29.7 100
Per capita subsidy R18 125 | R23 821| R18 727 R22 052 R19 548
Subsidy: Index value 82.2 108.0 84.9 100.0 88.6

Once again the per capita expenditure on Indiadestis was the highest and they received
21.8% more than the national average of R19 548ic#if students, on the other hand
received 7.3% less than this national average. ékshe seen in Table 8 there is quite a
difference in the per capita subsidy paid to theedent racial groups, although the low value



for Africans tends to indicate that they are mokely than the other groups to study part-
time and thus receive a smaller subsidy.

Table9
Students studying in Social and Natural Sciences (FE contact students): 2000

Per cent of each racial group

African Indian Coloured | White Total
Social Sciences 69.9 48.5 64.8 56.3 64.7
Natural Sciences 30.1 51.5 35.2 43.7 35.3
Per cent of total number of students
Social Sciences 66.9 4.7 5.6 22.9 64.7
Natural Sciences 52.7 9.1 5.5 32.6 35.3
Total 61.9 6.2 5.6 26.3 100.0

Table 10

Average per capita subsidy accordingto field of study, racial group and institution
(FE contact students): 2000

Panel A
Soc Sc Nat Sc Total African Indian Coloured | White

ucr 14 592 37210 23 798 24 967 25497 22 482 23 307
Durban W 14 476 36914 22 005 20459 24 468 23494 24 994
Fort Hare 18 989 48 421 23 842 23824 n/a n/a 27 982
Free State 13796 35180 21327 20076 21726 20 467 22 281
Medunsa 21104 53815 52 950 52910 53 609 52 906 51515
Natal 14 955 38136 22720 22276 23 094 21283 23333
The North 15073 38437 22 146 22121 29 091 21749 26 755
North West 12 628 32202 18 077 18 082 16 543 17 898 17 522
UPE 16 393 41 802 19 027 17 600 25 886 23516 26 085
Potch 13131 33484 18 507 17 610 18 508 16921 19 115
Pretoria 15294 39000 23354 19 048 27 747 21 885 26 799
RAU 16 017 40 844 20023 18 030 20344 19 212 21770
Rhodes 15090 38479 21623 20284 28 255 19 745 21530
Stellenbosch 13503 34434 21612 16 759 26919 21411 22 519
Transkei 21 205 54 073 29423 28 895 50525 n/a 39 465
Unisa 12 851 32769 14 876 14 961 14 938 14 689 14788
Venda 9576 24 419 14 904 14 920 n/a n/a n/a

Vista 15215 38 798 17 708 17712 16 544 18 152 16 249
uwc 14 530 37 500 19 365 18 595 24 329 19479 21034
Wits 14 149 36079 25228 23401 28 184 23277 25985
Zululand 15 605 39793 21131 21242 17 484 15 605 20404




Univ Tot 14805 | 37743 | 22043 20 879 25680 20 835 23400

Table 10 (continued)

Soc Sc Nat Sc Total African Indian Coloured | White
Border Tech 10 743 27 396 16 654 16 545 27 396 23681 23392
Cape Tech 8 740 22 287 15535 14 580 15 815 14 686 16 610
FSTech 9950 25373 14 226 12 997 16 560 13913 16 330
Mango Tech 9647 24 600 17 769 17 755 20328 24 600 21881
ML Sultan 8612 21959 15493 14 460 17 697 17 499 15210
Natal Tech 91326 23782 16 665 15 082 19 502 16 664 19 208
N Gaut Tech 9488 24 195 14 473 14 473 13 165 15371 13 165
Pen Tech 9902 25251 16 602 16 083 19 936 17 392 18 903
PE Tech 8891 22 672 14 907 14 275 16 133 14 345 16 314
Pretoria 8570 21 853 12 869 11737 16 456 13 738 16 566
Tech SA n/a n/a n/a n/a n/a n/a n/a
N West Tech 10 600 27 030 14 336 14 341 10 600 10 600 10 600
E Cape Tech 9488 24 195 15239 15179 24 195 22 094 24 195
Vaal T Tech 7 806 19 904 13 352 13129 17 299 12 255 14 736
Wits Tech 9522 24 282 17 280 16 561 20 109 16 699 19791
Tech Tot 9170 23 201 15068 14 426 18 254 15 701 16 975
TOTAL 12999 | 31548 | 19548 18 125 23821 18 729 22 052
Index value - - 88.6 82.2 108.0 84.9 100.0
Panel B
Social Sc Index Value Natural Sc Index Value
African 12 763 93.8 30581 929
Indian 13782 101.2 33269 101.1
Coloured 12 651 92.9 29921 90.9
White 13612 100.0 32908 100.0

From Tables 8 and 9 it is clear that the highergagita subsidy of Indians can be explained
by the fact that although they represented onl§®6d contact student numbers, they were
responsible for 9.1% of all students studying iture sciences. This can also be explained
by the fact that 39.5% of Indian students in sostnces were studying at Unisa. The result
was that 51.5% of contact Indian students wereystgdn natural sciences. Also with white
students we see a high percentage studying inalaciences. While only 27.1% and 34.2%
of African and Coloured students respectively ssddn natural sciences, no less than 43.7%
and of white students studied in natural sciences.

Differences between individual institutions andisagroups are summarized in Table 10.
Once again the difference between technikons amersities is clear with the size of the

average subsidy of a technikon student equaling 0% of the subsidy paid per university
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student. The average subsidies per student pdithiga and Venda is much lower than the

other universities and can be explained by the edawerage percentage of their students that
studied in social sciences. Pretoria Technikonivedethe smallest subsidy per student of the
technikons, but it was not out of line with the etlhechnikons.

4.  Analysisfor 2006

In 2004 the 21 universities and 15 technikons neerge 23 institutions (16 comprehensive
universities, 6 universities of technology and e@ehnikon). Therefore the results between
2000 and 2006 are not directly comparable - evenirfdividual institutions due to the
mergers that took place and left very few HEIs amged. An analysis was also done
separately for the comprehensive universities aeduniversities of technology and the one
technikon, but due to the mergers there was liifierence between the results of these two
types of institutions (except for the last calcwlias done with contact FE students according
to field of study). Therefore the results will migite restricted to the total education sector
and will not distinguish between the comprehensinersities and the rest of the education
system.

Total expenditure on Higher Education was takethasamount in Vote 14 of Estimates of
National Expenditure, 2006 (2006: 271). An amounRk636.7 million was earmarked for
restructuring or unallocated. This amount is ldsant 6% of total expenditure on HE
institutions and because it could not be linked tepecific institution it was not taken into
consideration for the analysis.

4.1 Headcounts

Headcounts in HEIs was taken from Education atanGd 2006 (2007: 24). It was assumed
that the expenditure per student in each instiuti@s identical irrespective of race. The
amount spent on a specific racial group at allitumsdbns was added and then divided by the
total number of students of that racial group attteé HEIs. The calculated amounts were
also deflated by the CPI to 2000 prices to makemmparable to the analysis of 2000.

Table11
Subsidy paid to Higher Education Institutions (all headcount students): 2006
African Indian Coloured | White Total
Enrollment % 60.9 7.4 6.6 25.1 100
Subsidy % 59.7 7.4 7.0 25.9 100
Per capita subsidy R13 275 | R13565 |R14521 |R13994 |R13559
[ 2000 prices| [RO914] | [R10131] |[R10845] |[R10451] |[R10 126]
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Subsidy: Index value 94.9 96.9 103.8 100.0 96.9

From Table 11 it is evident that there was no hiffgknce between the spending patterns on
each of the four racial groups. The lowest per teapkpenditure was on Africans with
R13 275 per student and the highest expenditureowasnloureds at R14 521 per student.
This boils down to the highest expenditure per emtiqon coloureds) that was only 8.6%
higher than the lowest (on Africans).

The procedure was repeated for headcounts of dasttatents. The institutions with the most
distance students were Unisa (226 769), North Westersity (10 819) and University of
Pretoria (7 584). By excluding the distance stusléhé number of students decreased from
740 173 to 475 033. As one would expect the avesapsidy paid to contact students was
much higher than the ones calculated for contadtdastance students - R18 391 compared
to R13 559 (See Table 12). If one looks at the ayeisubsidy per racial group, the subsidy
for Indians was the highest while the subsidy fdricans was the lowest. In this case the
difference is a more substantial 16.2%.

Table12
Subsidy paid to Higher Education I nstitutions (headcount contact students): 2006
African Indian Coloured | White Total
Enrollment % 60.6 7.1 6.5 25.8 100
Subsidy % 57.9 7.3 7.4 27.4 100
Per capita subsidy R17 557 |R20947 |R19048 |R19525 |R18 391
[2000 prices] [R13112] | [R15644] |[R14225] |[R14582] |[R13735]
Subsidy: Index value | 89.9 107.3 97.6 100.0 94.2

4.2 Full-time equivalent students

With this analysis the FE students were taken fEaacation Statistics in South Africa 2006

(2007: 38) and it was then assumed that the raomposition of FE student numbers was
identical to the headcount numbers (used in Sedtibp In this way the racial breakdown of

FE students could be calculated. The first calautatvas done for all FE students (contact
and distance students). The results as summarnizéahle 13 show a remarkable consistency
with a fairly small difference between the highssbsidy value of R21 208 (for Coloureds)

and the lowest value of R19 463 (for Africans).
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Table13

Subsidy paid to Higher Education Institutions (all FE students): 2006

African Indian Coloured | White Total
Enrollment % 61.2 7.2 6.7 24.9 100.00
Subsidy % 59.7 7.4 7.0 25.9 100.0
Per capita subsidy R19 463 | R20847 | R21208 |R20961 | R20 162
[2000 prices)| [R14 670] | [R15569] | [R15839] | [R15654] | [R15 058]
Subsidy: Index value 93.7 99.5 101.2 100.0 96.2

The next calculation was done for FE contact sttedemly. The amount spent on each
institution was reduced by subtracting the amowd po distance students. The results are
shown in Table 14. From the table it is clear that per capita subsidy for the racial groups
did not differ that much. For example, Indians reee¢ 12% more per student than the
national average of R23 928 average while Afriaaeeived 4% less than this average.

Table14
Subsidy paid to Higher Education I nstitutions (FE contact students): 2006
African Indian Coloured | White Total

Enroliment % 62.5 6.3 7.0 24.2 100.00
Subsidy % 60.0 7.1 7.2 25.7 100.0
Per capita subsidy R22 961 | R26 837 | R24740 |R25426 |R23928
[ 2000 prices] [R17 147] | [R20043] | [R18476] | [R18989] | [R17 870]
Subsidy: Index value 90.3 105.5 97.3 100.0 94.1

4.3 Full-time equivalent according to field of study (all students)

The headcount of unduplicated student enrolmentg®al group and institution was taken
from the website of the Department of Educationanrttie Hemis comprehensive statistics.
The breakdown between the students studying iraksciences and natural sciences is also
given. The percentage of the total number of stied&aking natural and social sciences as
represented by each racial group in each instituti@s then calculated. The full-time
equivalent enrolments according to field of study &ll HEIs were taken from Education
Statistics in South Africa (2006: 38). These enmatits were not given according to racial
group and it was assumed that the proportions ofttllent numbers according to racial
group were the same as those calculated from tadcbents (given in the website of the
Department of Education). In this way it was cadtetl how many FE students of each racial
group at each institution took social sciencesraatdral sciences.
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It was assumed that the subsidy for natural sceepee student is 2.55 times the subsidy paid
to students in social sciences. The next step wagaltulate the size of the subsidy in each
institution that was paid to natural sciences amdas sciences. Using FE student numbers
and by making the split between students in natmdlsocial sciences is more accurate than
the first method, especially if one takes into actahat in 2006 29.9% of the total number

of students studied courses in natural science§g@rido in social sciences.

As can be seen from Table 15 Africans received %8 the funds although they were

61.3% of the students. Conversely whites, for examwho represented 24.8% of the

students, received 26.9% of the funds. This caditeetly linked to the number of students

studying in natural sciences (that received a higlubsidy). Only 27.7% of coloured and

28.1% of African students studied in natural scgsnavhile the corresponding figures for

Indians and whites were 33.2% and 33.8% respegtfWith this method Indians received

the highest subsidy of R22 041 per student andcafis the lowest of R19 256 per student.
The difference between the lowest and highest dybglues was 12.6%, slightly higher

than the difference calculated with headcounts. gaed to the national average, the lowest
value was 4.5% lower than that value and the highebsidy was 9.3% higher than the
national average.

Table 15
Subsidy paid to Higher Education Institutions (all FE students): 2006

African Indian Coloured | White Total
Enrollment % 61.3 7.2 6.7 24.8 100
Subsidy % 58.6 7.8 6.7 26.9 100
Per capita subsidy R19 256 | R22041 | R20125 | R21867 | R20 162
[ 2000 prices| [R14 381] | [R16461] | [R15030] | [R16 331] | [R15 058]
Subsidy: Index value 88.1 100.8 92.0 100.0 92.2

In Table 16 it can clearly be seen that althoughiaim students were 7.2% of the total number
of students they represented 8.0% of the studekiag courses in natural sciences. Also
whites who were 24.8% of the total number of stisleapresented 28.1% of the students
taking courses in natural sciences. This can béaequ by the higher percentage of white
and Indian students that took courses in the nlagarances.

The last table in this section (Table 17) summarige differences between the different
institutions, racial groups and field of study.
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Table 16

Students studying in Social and Natural Sciences (all FE students): 2006

Per cent of each racial group

African Indian Coloured | White Total
Social Sciences 71.9 66.8 72.3 66.2 70.1
Natural sciences 28.1 33.2 27.7 33.8 29.9
Per cent of total number students
Social Sciences 62.9 6.8 6.9 23.4 70.1
Natural Sciences 57.7 8.0 6.2 28.1 29.9
Total 61.3 7.2 6.7 24.8 100

Table17

Average per capita subsidy according to field of study, racial group and institution

(all FE students): 2006

Panel A

Soc Sc Nat Sc Total African Indian Coloured | White
CAPUT 12 158 31002 20524 20712 21372 19610 21481
UCT 18 180 46 359 29 699 31198 30439 28 857 28 880
FS UT 13 157 33549 21452 20939 22948 20271 24 069
DUT 14 071 35 880 23284 21968 26 598 24 435 27991
UFH 18 005 45912 23 696 24 063 23326 19 456 19724
UFS 16 909 43119 25158 24 239 23791 21049 27 116
uJ 14 216 36 251 20 765 21334 19 847 18 813 19790
UKZN 17 830 45 467 26 888 26612 27 868 23 603 26 184
UL 17 154 43 744 28 305 27 988 40188 39 502 38 233
NMMU 15 666 39947 22 996 22 051 23072 22 410 25485
NWU 13501 34 427 18 552 17518 17 436 16 997 20354
up 15 655 39919 25221 22 549 28 072 25186 27 359
RU 18 658 47 577 25948 25631 33145 22 746 25558
UNISA 7516 19 166 8781 8828 8749 8524 8752
us 16 898 43 089 27 384 25364 33760 27719 27 451
TUT 14 354 36 603 22710 21874 25290 21228 28 369
uv 12 695 32371 18 581 18 588 17 142 n/a 15569
VUT 10987 28 017 18 586 18 490 21040 14 811 21298
WSUT 12573 32061 17 825 17723 30747 26 060 26 889
UWC 17 242 43 967 26 802 26 936 31929 24 626 39071
Uw 18 489 47 148 31375 30728 32 745 29337 31796
uz 14 796 37731 18 217 18 165 19 881 18 230 19 899
MTECH 9821 25042 17 480 17 476 21510 19564 21510
TOTAL 12994 | 36974 | 20162 19 256 22 041 20 125 21 867
2000 prices 9704 27613 | 15058 14 381 16 461 15030 16 331
Index value - - 92.2 88.1 100.8 92.0 100.0
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Table 17 (continued)

Panel B
Social Sc Index Value Natural Sc Index Value
African 12 844 [9 592]* 96.8 35626 [26 607] 92.1
Indian 13031 [9 732] 98.2 40 182 [30 009] 103.9
Coloured 13403 [10 009] 101.0 37648 [28 117] 97.3
White 13 266 [9 907] 100.0 38 685 [28 891] 100.0

* Valuesin brackets are in 2000 prices.

4.4 Full-time equivalent according to field of study of contact students

This method is identical to the previous methodepxc¢hat distance students were removed
from the data. The data of full-time equivalenttaiice students was taken from Education
Statistics in South Africa 2006 (2008: 38). Thege distance students were then deducted
from the total FE student numbers that was use®kection 4.3. The FE contact students was
then converted to racial numbers by once agaimassuthat their distribution was the same

as the headcounts that were available accordiractal group per institution.

Distance students are normally subsidized at 50%efimount for contact students (except
master and doctoral degrees). The subsidy paidetalifferent institutions was thus adjusted
and the amount for distance students was subtrdobed the total subsidy paid to each

institution.

Table 18
Subsidy paid to Higher Education Institutions (FE contact students): 2006

African Indian Coloured | White Total
Enrollment % 62.4 6.3 6.9 24.4 100
Subsidy % 58.5 7.6 6.8 27.1 100
Per capita subsidy R22 610 | R28931 | R23529 |R26 809 | R24 098
[ 2000 prices| [R16 886] | [R21606] | [R17 572] | [R20021] | [R17 997]
Subsidy: Index value 84.3 107.9 87.8 100.0 89.9

With this method the subsidy per student ranges fiR22 610 for Africans to R28 931 for
Indians. There is thus a substantial differenc108% between the lowest and the highest
per capita subsidy. Africans received only 6.2%s lggan the national average of R24 098,
while Indians received 20% more than the nationarage of R24 098. The difference in
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subsidy can to a large extent be explained by #regntage of students studying in the

natural sciences (as portrayed by Table 19).

Table 19

Students studying in Social and Natural Sciences (FE contact students): 2006
Per cent of each racial group

African Indian Coloured | White Total
Social Sciences 66.1 54.9 66.5 57.3 63.3
Natural Sciences 33.9 45.1 33.5 42.7 36.7
Per cent of total number students
Social Sciences 65.1 5.5 7.3 22.1 63.3
Natural Sciences 57.6 7.8 6.3 28.3 36.7
Total 62.4 6.3 6.9 24.4 100.0

The biggest difference between this and the previnathod is the distance students of Unisa
(109 120 students out of the total of 127 269 distastudents) that was excluded from the
calculations. The only other institution where &santial number of distance students was
excluded is North West University that had 5 107didance students.

While less than 34% of African and Coloured studestudied in the natural sciences, the
percentages for white and Indian students are &#d745.1 per cent respectfully. Because the
subsidy per student in the natural sciences is ri@me 2% times the subsidy of students in
social sciences, it is obvious that the per cagitisidy per student for White and Indian
students will be higher than for the other two ahgroups. Another factor is the number of
students studying at universities of technology dhd only remaining technikon who
received a smaller subsidy per student than thepoemensive universities. With this last
analysis of contact students the average subsidg fma students at comprehensive
universities was 21.4% higher than the subsidy paidthe other students (and was
consistently higher for all racial groups). As wasntioned earlier, this was not the case with
the other calculations.

Table 20 summarises the differences between theretiit institutions, racial groups and field
of study.
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Table 20
Average per capita subsidy accordingto field of study, racial group and institution
(FE contact students): 2006

Panel A
Soc Sc Nat Sc Total African Indian Coloured | White
CAPUT 12 169 31031 20530 20 745 21504 19 493 21630
UCT 18 180 46 359 29 699 31394 30533 28 757 28782
FS UT 13243 33768 21733 21108 23 587 20301 25007
DUT 14 071 35 880 23284 21609 27 760 24 795 29761
UFH 18 347 46 785 24 447 24 764 24 124 20611 20 863
UFS 17 311 44 143 26 265 25401 24 975 22 306 28 067
ulJ 14 302 36471 20962 21609 19 927 18 773 19 864
UKZN 18 530 47 251 28 836 28 564 29792 25520 28 140
uL 17 154 43 744 28 305 27 956 42 028 41202 39684
NMMU 16 390 41794 25151 24 086 25235 24 492 27 874
NwWU 14574 37163 20877 19 745 19653 19 162 22775
up 16118 41100 26971 24 142 29 865 26 935 29 153
RU 18 734 47771 26 137 25 848 32529 23169 25781
UNISA 14 963 n/a 14 963 14 963 14 963 14 963 14 963
us 16 898 43 089 27 384 25287 34 087 27 733 27 454
TUT 14 611 37 257 23592 22 688 26 360 21987 29617
uv 12 695 32371 18581 18591 16 608 n/a 14 587
VUT 10987 28 017 18 586 18 471 21619 14 224 21948
WSUT 12 692 32 365 18 139 18 037 30453 26112 26 890
UWC 17 273 44 046 26 813 26922 30902 24 995 36 184
uw 18 489 47 148 31375 30632 32 965 29 049 31862
uz 14796 37731 18 217 18 160 20052 18231 20072
MTECH 9821 25042 17 480 17 474 25042 21103 25042
TOTAL 15374 | 39116 | 24098 22 610 28 931 23529 26 809
2000 prices 11482 | 29212 | 17997 16 886 21 606 17572 20021
Index value - - 89.9 84.3 107.9 87.8 100.0
Pandl B
Social Sc Index Value Natural Sc Index Value
African 14 896 [11 125]* | 91.7 37629 [28 102] 91.8
Indian 17 198 [12 844] 105.9 43191 [32 256] 105.3
Coloured 15636 [11 677] 96.3 39 206 [29 280] 95.6
White 16245 [12 132] 100.0 40999 [30619] 100.0

* Valuesin brackets are in 2000 prices.

5.  Concluding remarks
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The results of this analysis are summarized in d&aBl to 23. Table 21 gives an indication

how average subsidies of the different racial gsocgmpared to that of whites (because they
are used as the control group with an index vafu0), Table 22 portrays the total subsidy

amounts paid to the different racial groups, whidble 23 gives an indication whether the

average subsidies kept up with inflation.

Table21
Index of average subsidy accordingto racial group
Method used
Headcount | Headcount | FE FE FE FE (Ns&Ss
(contact) (contact) | (Ns&Ss) contact)
African 2000 103.4 97.0 97.9 92.6 87.6 82.2
African 2006 94.9 89.9 93.7 90.3 88.1 84.3
Indian 2000 108.5 116.7 103.8 105.3 104.7 108.0
Indian 2006 96.9 107.3 99.5 105.5 100.8 107.9
Coloured 2000 105.6 102.6 99.5 93.4 90.4 84.9
Coloured 2006 103.8 97.6 101.2 97.3 92.0 87.8
White 2000 100.0 100.0 100.0 100.0 100.0 100.0
White 2006 100.0 100.0 100.0 100.0 100.0 100.0
Total 2000 102.9 99.2 98.9 95.2 92.4 88.6
Total 2006 96.9 94.2 96.2 94.1 92.2 89.9

The overall picture of Table 21 is that the sulesdof the African, coloureds and Indian
students in general deteriorated slightly compaoethe subsidy levels of whites. However,
with the calculations for contact FE students adicay to field of study (last column in Table
21) it was found that either the other racial guplative situation improved over time or
they received higher subsidies than the white grdte same conclusion can be made for all
FE students according to field of study. With tladcalations for contact students the results
indicate that Indian students in general receife Highest subsidies, but never more than
8% above the subsidies of whites. White and Indtanlents received the highest subsidies
when field of study is taken into considerationoTalarge extent this can be explained by a
larger percentage of these two racial groups thak programmes in natural sciences who
received a subsidy 2% times that of students iraksciences. With these calculations it was
also found that Africans on average received theesb subsidies, slightly lower than those of
coloureds. The biggest difference between Africad ahite subsidies (FE contact students
with field of study incorporated) was the 17.8%@®00, but that gap decreased to 15.7% in
2006. Another explanation for the difference in |dkes received by the respective racial
groups can be found in the higher subsidies thate wmid to universities relative to
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technikons in 2000. In the new education setup diféerent subsidies paid to the
comprehensive universities and the universitieseohnology and the remaining technikon
did not play as an important role although it wiggidicant in the calculation of the subsidies
of contact FE students according to field of study.

Table 22
Total subsidy paid to racial groups

Method used
Headcount Headcount FE FE FE FE (Ns&Ss
(contact) (contact) (Ns&Ss) contact)
African 2000 4001 926 070 3623717599 4001926070 | 3428662 165 3709984902 | 3180586682
African 2006 5988 674 845 5054131111 5988 674 845 | 5315217685 5877771665 | 5223764662
[2000 prices] 4472498018 3774 556 468 4472498018 | 3969542707 | 4389672632 | 3901243213
Indian 2000 454 265 275 392 581 436 454 265 275 377079 574 504 890 689 421611678
Indian 2006 744 164 206 648 219 741 744 164 206 630 883 026 786 050 088 679 413 397
[2000 prices] 555761170 484 107 349 555761170 | 471159 840 587 042 635 507 403 582
Coloured 2000 358 412 545 320766 110 358 412 545 311752 678 340052 570 295 132 562
Coloured 2006 704 834 510 638 041 427 704 834 510 637 054 980 668 665 524 603 770 881
[2000 prices] 526 388 730 476 505 920 526388730 | 475769216 499 376 791 450911 785
White 2000 1725893110 1507 831 855 1725893110 | 1425837833 1985 568 839 1646 001 328
White 2006 2598229 438 2395 966 820 2598229438 | 2281861912 2703415733 | 2420964353
[2000 prices] 1940425 271 1789 370 291 1940425271 | 1740153780 2018981130 | 1808039098
Total 2000 6 540 497 000 5 844 897 000 6540497 000 | 5543332250 6540497000 | 5554332250
Total 2006 10 035 903 000 8736359099 | 10035903000 | 8865017602 | 10035903000 | 8927913292
[2000 prices] 7495 073 189 6524 540 029 7495073189 | 6620625543 7495073189 | 6667597679

As stated above, Table 22 gives the total subsittias were paid to the different racial

groups with the different calculation methods usEde figures in 2006 are also given in

2000 prices to make it directly comparable with #adues calculated for 2000. When the
data for 2000 and 2006 (in constant 2000 pricesyampared it is clear that in real terms the
education subsidy for all racial groups increasednd this time period. This may give the

impression that the relative financial positionsadidents improved over time. This, however,
overlooks the important issue of what happened witident numbers during this same
period.

This variable is incorporated in Table 23 where dlierage subsidy per racial group for the
two years is portrayed. Values for 2006 are givercaonstant 2000 prices. The general
message from Table 22 is that in real terms subssiger student decreased almost across the
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board. Although there are a few exceptions, suésith students at HEIs in South Africa did
not keep up with inflation. This had the effecttthia order to balance their books, HEIs in
South Africa increased tuition fees by more tham ithflation rate (see research report by
Steyn and De Villiers, 2006). This makes accesantb the affordability of higher education

for the poor a contentious issue. Although thisésklls outside the scope of this report, it is
not something that can be ignored.

Table 23
Value of average subsidy according to racial group (in constant 2000 prices)
Method used
Headcount | Headcount | FE FE FE FE (Ns&Ss

(contact) (contact) | (Ns&Ss) contact)
African 2000 10769 13 147 15701 19 002 15041 18 125
African 2006 9914 13112 14 670 17 148 14 381 16 886
Indian 2000 11 306 15 825 16 644 21625 17 992 23821
Indian 2006 10131 15644 15569 20 043 16 461 21 606
Coloured 2000 10995 13914 15 965 19168 15523 18 727
Coloured 2006 10 845 14 225 15 839 18476 15030 17572
White 2000 10413 13557 16 040 20532 17178 22 052
White 2006 10451 14 582 15654 18 989 16 331 20021
Total 2000 10720 13 445 15 866 19 548 15 867 19 548
Total 2006 10126 13735 15058 17 870 15058 17 997

The overall picture is that white and Indian studerceived in general higher subsidies than
African or coloured students. It can, however, targe extend be explained by field of study
and if more African and coloured students studyatural sciences the subsidy levels will

move even closer to each other. What we see hdrigler education is too a large extent a
result of what is happening in the school systewt @éhough African and coloured learners
takes mathematics and science to qualify to stuayses in natural sciences. Before this
issue is not corrected at school level, averagsidig@s of Indian and white students will stay

higher than that of African and coloured students.
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Appendix A

Number of students per racial group

Method used
Headcount | Headcount | FE FE FE FE (Ns&Ss

(contact) (contact) | (Ns&Ss) contact)
African 2000 371618 275 630 254 884 | 180434 246 662 175 480
African 2006 451 108 287 878 304 875 | 231487 305 243 231039
Indian 2000 40179 24 808 27 294 16 264 28 061 17 699
Indian 2006 54 859 30 946 35696 23508 35663 23484
Coloured 2000 32597 23054 22 449 17 437 21906 15758
Coloured 2006 | 48 538 33497 33234 25751 33225 25 660
White 2000 165 737 111 220 107 600 | 69445 115 586 74 642
White 2006 185 668 122 712 123955 | 89744 123 628 90 305
Total 2000 610 131 434712 412 227 | 283581 412 216 283 580
Total 2006 740 173 475033 497759 | 370489 497 759 370 488
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1. INTRODUCTION

This evaluation of the health function forms paftaobroader assessment of the
impact of government policy on social sector goAlthough the broader evaluation
provides an evaluation of changes that can be meg$tom 2000 to 2006, this study
focuses entirely on the year 2006 making use ajnmedate produced by the project
used in conjunction with the General Household 8urof 2006 (GHS2006)
produced by Statistics South Africa.

The purpose of this analysis, within the contexthef broader study, is to:
1. Provide an understanding of access to health ssag income;
2. Evaluate how services are prioritised by incomeaigro

3. Examine the impact of risk pooling within the pt@aector through medical
schemes;

4. Examine how various medical conditions impact aome groups; and

5. Examine service satisfaction between the public@ndite sectors, as well as
by income group.

This study makes particular use of “concentrationves” to isolate distributional
affects and information and is shown graphically.

A concentration curve shows the cumulative proportion of spending going to
cumulative proportions of the population. It is thus similar to a Lorenz curve.
However, unlike the Lorenz curve, which shows the cumulative proportion of
income earned by the cumulative population, a concentration curve can lie
above the diagonal: The poorest 40% of the population cannot earn more than
40% of income, but they can indeed obtain more than 40% of spending on
social grants, for instance. (Van der Berg, 2005, p.7)

The concentration curves are used in relation tace utilisation, disease prevalence
and incidence, and service satisfaction. Althougtiem normal circumstances a fiscal
incidence analysis would distribute utilisationrélation to cost, this is not done in
this study as the GHS2006 provides no informatiorwtnich particular hospital or

service is used irrespective of whether it is i@ public or private sector, or by level
of care. Consequently, it is impossible to propeatlyibute the cost of a local service
to a visit of one form or another. Aside from thisiit costs for services by type are
relatively similar within the public sector due tioe equalisation of budgets, with
differences occurring only between levels of cgenéralist versus highly specialised
care in a central hospital).

For this reason the concentration curves assunmg@@m unit cost for a service. This
has the effect of focusing attention on the distidn of utilisation or preferences by
income. It is important to note that if the GHS2(@6vided usage by hospital type
(district, regional, central) in the public sectdarwould be impossible to work out
what level of care they actually accessed, witlrang possibility that results could
be distorted. Many central hospitals provide s&witound in district and regional
hospitals. Consequently, if a survey failed to idfgrthe level of care used within a
hospital, it would be impossible to draw any cote@nclusions.



2. METHODOLOGICAL ISSUES
2.1 Data used

The main source for data is the GHS2006. Howewer GHS2006 does not provide
adequate income date for the incidence analysislis&ibution of household per
capita income was consequently developed by thaderoprojectcombining income
distribution information from the Income and Expiuae Survey of 2006 (Statistics
South Africa) with asset information from the GH®80 An income distribution
before and after social grants was also generatesldistribution after accounting for
social grants was used in this study, as no meaningnclusions would be possible
from the pre-grant income distribution. This is &ese behaviour in relation to
services within the GHS2006 is in reality basedhmuseholds experiencing with
grants. As there would be no control group to camphe behaviour/utilisation
difference in a pre-grant scenario, using this mealistribution would merely distort
the results.

2.2 Concentration curves

Concentration curves are used throughout to demaiaspossible distributional

affects within the health system. This includesnaexation of sub-populations that
need to be examined discretely. This includes fti¢ lsetween the population on a
medical and those not on a medical scheme. Alsogphit by province, for those not
on a medical scheme is examined. Distinguishingvbetn the medical scheme and
non-medical scheme populations is important asethreflect mutually exclusive

systems based on whether or not one earns an income

Although it is fairly obvious that the income dibtrtions will differ significantly for
the medical scheme population relative to the newdlioal scheme population, the
guestion that needs to be examined is whether lam@me groups within the
medical scheme population are prejudiced. For thide examined the income
distribution for the population in medical schenebroken into deciles.

A similar exercise is carried out for provinces,am income distributions by decile
are produced for each province for the non-mediceéme population. If the national
income distribution were used, a provincial anaysiould be distorted where its
income distribution varied from the national distriion. The results would only show
this effect rather than variations in access bgine within the province.

The following discrete income distributions weresequently developed:
National population;

National medical scheme population;

National non-medical scheme population; and

w0 D PE

Provincial non-medical scheme populafion

2.3 Service utilisation

The GHS2006 surveys the last service used by awvidodl in the past month.
Consequently, if a person used a service more d@hae this would be missed. This

! This dataset was generated by Servaas van der(Beiersity of Stellenbosch) for the project.
2 No meaningful analysis would be possible lookihthe medical scheme population by province and
consequently this was not included in the study.
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distorts the reliability of the survey as it is nmbssible to extrapolate the result

neatly into actual utilisation estimates. One ohsi@roblem that materialises occurs
where a patient released from hospital is providéti a prescription that must be

collected from a pharmacy. Where the person coedevisits a pharmacy to collect a
script, crude adherence to the survey (which iresud visit to a pharmacy in the
survey) would mask a significant number of hospiiaits. Furthermore, any service
with more frequency of visits would disproportiogigt become the most recent visit
than less frequent services (such as a hospitgemialist visit). For the results of this
analysis not to be distorted, however, it is nemgst assume that this error will be
the same across all income groups; at least gemgrat consistent distributional

pattern even though the magnitudes may be unreliabl

2.4 Incidence and prevalence of conditions

In addition to service usage the GHS2006 surveybdther or not a person was
treated for a limited number of conditions in trespmonth. Although this question
should not suffer from the same errors as sensege, it nevertheless does not allow
for easy and reliable extrapolation. In particulafails to distinguish between an
acute or chronic condition. An acute condition vebirl all likelihood only occur in
the previous month, and could be extrapolated tarenual prevalence by multiplying
the survey result by 12. However, a chronic coodit{e.g. diabetes, hypertension,
AIDS) is ongoing, and the survey is predominantliasuring how many people have
an ongoing condition at any point in time. Thisvay result cannot be multiplied by
12, and the survey result for the past month shdiddregarded as the annual
prevalence for that condition.

The survey cannot properly distinguish betweendigiece (the number of new cases)
and prevalence (the number of cases at any poitima). With acute conditions
incidence and prevalence will predominantly be shene for a given time period.
However, for chronic conditions only prevalence dsnmeasured. For this reason
this report only refers to prevalence, irrespectiVeshether the condition measured is
chronic or acute in nature.



3. GENERAL CHARACTERISTICS OF THE HEALTH SYSTEM
3.1 Overview

Health sector users can be broken down broadly ttmse with access to medical
scheme cover and those without. Those who have edicadl scheme cover will
generate a natural bias toward the use of privatéos medical services. Those who
do not have medical scheme cover neverthelessreike use of private services, but
primarily on an out-of-hospital basis. To generate accurate perspective of the
health system as a whole, and its achievementslation to access and equity, the
two populations need to be evaluated discretelytiase not familiar with the health
system, therefore, this section provides an evialnidtased on the GHS2006 with the
primary purpose of providing a context for the desce analysis provided in the rest
of the report.

3.2 Overarching dimensions

The GHS2006 estimates the total medical schemelgibgu at 6.5 million with 40.8
million non-medical scheme members in 2006. Howetlee Council for Medical
Schemes reported actual medical scheme members atillion, which is far higher.
Overall medical scheme membership has also comtitueise to 7.7 million by the
second quarter of 2008.

The age profile of the non-medical schemes popmratiffers considerably from the
higher income medical schemes population, witfdarer younger people in medical
schemes. However, this bias largely reflects theit&Vpopulation demographics,
which accounts for 42% of the total medical schepwopulation. The African
population also accounts for 42% of the medicakswh population, but has far fewer
old people represented. The non-medical schemelgtapuis predominantly made
up of Africans and Coloureds.

3 Unpublished 2 quarter report by the Council for Medical Scherfte2008. These reports are based
on the quarterly management accounts submittdaet@€ouncil for Medical Schemes.



Figure3.1: Breakdown of the non-medical scheme population by age and
race (2006)
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Figure 3.2 Breakdown of the medical scheme population by age and race
(2006)
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3.3 Medical scheme participation

Medical scheme participation is a function of in@mith the proportion of the

population in medical schemes rising significardal/income rises. There is a rapid
rise to around 60% participation from around R4,p@0 month. This indicates that
preferences for medical scheme cover are very &vgm amongst fairly low income

groups.

Figure 3.3 Medical scheme participation by income for householdsin the
monthly per capita household income range RO to R16,000 (2006)
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3.4 Income characteristics

The non-medical scheme population demonstrategght dlias toward low-income
groups with the medical scheme population closellping the income distribution
of the country as a whole. However, medical scheamticipation is slightly more
progressive than the distribution of income. (8gere 4).

Figure3.4:  Concentration curve comparing the cumulative proportion of
income attributable to the cumulative proportion of the
population by income (2006)
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35 Conclusions

The health system can be divided into two discsggtems with their own dynamics.
The medical scheme population typically makes dg®ivate health providers, while

the non-medical scheme population predominantly wise public provider system.
However, as will be shown below, even within thermoedical scheme population
private sector participation increases with incdiorenon-hospital services. Medical
scheme participation also increases dramatically fairly small rises in income,

suggesting a very strong pull away from public B®s when the affordability barrier
is overcome. For this reason medical scheme paation is more progressive than
the income distribution of the country as a whole.



4. SERVICE USE
4.1 Overview

The GHS2006 questions relating to service usepadth not reliable as an indicator
of actual utilisation, can be used to show diffeemin preferences and potential
access to services by income. The central focusibdo evaluate whether the survey
can identify any distortion in utilisation pattermisie to income. This would be
expected where, for instance, clinics and hospéedsiocated only on more affluent
areas, or where access is dependent upon some dbfimancial outlay. Lower
income groups would be susceptible to both diradtiadirect financial barriers, with
user fees representing the form and transport @gtsexample of the latter. If any
systematic bias in access favours higher incomapgréhe concentration curves for
utilisation would be expected to fall below the alify line.

Conversely, a bias in favour of low-income groupsld exist where higher income
groups are required to pay the costs of their seruse while lower income groups
are fully subsidised. Here higher income groupsiccdme prejudiced if they are not
able to risk pool in some way for their expectedenses. Although the bias, either in
favour of, or against, low-income groups can bduatad, the survey is not able to
properly examine whether the health system treigtseh income groups fairly. This
bias is a feature of countries with strict mearssstéor free services, but where there
inadequate social security arrangements exishfmre earners.

4.2 National

Service utilisation by the non-medical scheme pajah shows an increasing
preference for private doctors/specialists as ireases, with a consequential decline
in the utilisation of public sector clinics. Hosdiservice utilisation however does not
vary significantly by income group. It is howevetected that without access to a
medical scheme, hospital use will concentrate dalipgector services irrespective of
income. Nevertheless, the concentration curve tethat hospital utilisation slightly
favours lower income groups.

The concentration curve for the medical scheme latipa figure 4.2) shows that
service use is biased toward lower income groupss potentially demonstrates that
private sector risk pooling, via medical schemesduces income biases in access to
services. By contrast, the absence of risk pooling, as aceuth the non-medical
scheme population in relation to private doctorésglest services, results in
increasing utilisation with income (utilisation falbelow the equity line irigure
4.1).

* The United States is a classic example of thiblpra where the most excluded group involves
middle-income professionals and self-employed peapbble to access affordable voluntary
insurance.

® Although contributions may be regressive, onceaérisk pool benefits are progressive.
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Figure4.3: Medical scheme population: concentration curve of service use
(2006)
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4.3 Eastern Cape

For the non-medical scheme population in the Bastape access to all major public
sector services is biased slightly toward lowepme services. Interestingly this bias
can also be detected in access to private docemiadst services, which deviates
from the national picture.

Figure4.4:  Non-medical scheme population: concentration curve of service
usein the Eastern Cape (2006)
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4.4 Free State

For the non-medical scheme population in the FtageSccess to public services is
slightly biased toward low-income groups. Both htapand clinic services
demonstrate a similar pattern of use. Private dtsgecialist services, consistent with
the national picture, are biased toward higher imearoups (curve falls below the
equality line).

Figure4.5: Non-medical scheme population: concentration curve of service
usein the Free State (2006)
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4.5 Gauteng

The non-medical scheme population in Gauteng sleoretatively pronounced bias
toward lower income groups in the use of publid@eservices, with both clinic and
hospitals services demonstrating a very similatepat Private doctor/specialist
services, however, are slightly biased toward high@me groups (curve falls below
the equality line).

Figure 4.6: Non-medical scheme population: concentration curve of service
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4.6 Kwazulu-Natal

The non-medical scheme population in Kwazulu-Natalightly biased toward lower
income groups. However, the bias is more pronouaedlinic rather than hospital
services. Consistent with the national patternygte doctor/specialist services are
biased toward higher income groups.

Figure4.7: Non-medical scheme population: concentration curve of service
usein the Kwazulu-Natal (2006)
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4.7 Limpopo

The non-medical scheme population in Limpopo inisdhat access to public
hospital services is biased against low-income gg@and is inconsistent with both the
national pattern and the pattern exhibited in ofitevinces. Clinic services are
however slightly biased in favour of low-income gps, but only just. The pattern of
use for hospital services suggests an access prdbtehose with lower income.

This pattern requires some further investigatioagtablish why this is occurring.

One possible explanation may involve the needdarisignificant transport costs to
access public services, creating a slight incomedrsalnterestingly, usage of private
doctor/specialist services is strongly biased toWagh-income groups, much more
so than occurs in other provinces.

Figure4.8: Non-medical scheme population: concentration curve of service
usein the Limpopo (2006)
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4.8 Mpumalanga

The non-medical scheme population in Mpumalanga otetnates a slight bias
toward low-income groups for hospital and clinicvéees. Hospital services are only
very slightly above the equality line. Utilisatiai private doctor/specialist services
however demonstrate a fairly pronounced bias towhigher income groups,

consistent with the national pattern.

Figure4.9: Non-medical scheme population: concentration curve of service
usein Mpumalanga (2006)
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4.9 North West

The non-medical scheme population in North Westshitnat hospital service use is
only slightly biased toward low-income groups, wdahmore pronounced bias for
clinic services. For the lowest three deciles, havehospital utilisation falls below

the equality line, suggesting some access probfemsgery low-income groups. As

with Limpopo this could be explained by large distas between hospitals with an
affordability barrier resulting from transport cesHowever, the bias in the very low
deciles is not carried throughout. Access to pewddctor/specialist services follow
the national pattern in falling below the equalitbe generally.

Figure4.10: Non-medical scheme population: concentration curve of service
usein the North West (2006)
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4.10 Northern Cape

The non-medical scheme population in the NorthesipeCdemonstrates a slight bias
toward low-income groups for clinic services, butias to higher-income groups for
public hospital services. As with Limpopo and Nowfest hospital service access
may be affected by transportation costs. Thisasigible in the Northern Cape given
the very large distances that may need to be cdvé@ensistent with national trends,

access to private doctor/specialist services shawsonounced bias toward high-
income groups.

Figure4.11: Non-medical scheme population: concentration curve of service
usein the Northern Cape (2006)
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4.11  Western Cape

The utilisation of services by the non-medical seagopulation in the Western Cape
shows a strong bias toward low-income groups fimicckervices, but an ambiguous
result for hospital services. Lower income decfl@s below the equality line while
for higher-income deciles untilisation rises slighabove the equality line. What
would cause this effect is unclear and it requftether investigation. To the extent
that this results from transport costs as a bartienay suggest that public hospitals
are inefficiently located in the Western Cape. Thélisation of private
doctors/specialists however follows the nationaltgga with a bias toward high-
income groups.

Figure4.12: Non-medical scheme population: concentration curve of service
usein the Western Cape (2006)
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412 Conclusions

Nationally the utilisation of key services by thenamedical scheme population
demonstrates that access is predominantly biasddvour of low-income groups.
However, in four provinces, Limpopo, Mpumalangartdern cape, and the Western
Cape, hospital services deviate from this patteit wlight biases toward higher
income populations. The explanation for this isleag but suggests that some form
of indirect income barrier must be in place.

As public hospitals are required to treat low-ineopeople without charge, the cause
must involve an indirect income-related barriersoime form. A likely candidate
would be transport costs which can arise for adtléao reasons. The first would be
due to the geographical make-up of a province, widmy small towns with great
distances in-between. The second would involvepiba distribution of resources,
such that geographical access favours a highemacgroup. This issue would
require further research and investigation to resol

The utilisation pattern for doctor/specialist seed predictably biases higher income
groups in all provinces. However, this pattern & wdiffers significantly from
medical beneficiary use of doctor/specialist sawigvhich shows a bias toward the
lower-income groups. The differences in utilisatitas indicate that income
differentials are removed when risk pooling via @dical scheme is possible.
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5. HEALTH CONDITIONS
51 Overview

The GHS2006 requests information from respondemisnyconditions they required
treatment for in the previous month. As the surveguests information from lay
people, the conditions are specified in very brimths. Nevertheless, they are useful
general indicators of specific priority conditiomdich are important from a public
health perspective. A simple validation was perfednon the age spread of the
conditions against the expected morbidity profgaiast what would be expected (see
annexure A). The results showed broadly consistent pattesnggesting the data
could at least reflect a reasonably consistenilprof morbidity. However, the survey
does not necessarily provide an accurate pictuteiefprevalence.

The analysis here is performed entirely on the mealical scheme population to
determine variations in morbidity patterns by ineom

5.2 Results

The non-medical scheme population indicates thataice conditions are biased
toward low-income groups while others bias higm&eime groups. Within the former
group are Tuberculosis (TB), Diarrhoea, and AlDSwdver, AIDS is not as

pronounced in the lowest income groups as is tlse eath TB and HT. Trauma

appears to closely follow the equality line, whilleronic conditions associated with
lifestyle show a slight bias toward higher incom®ups. This overall pattern is
largely as expected, with infectious disease pesad biased toward lower income
groups and chronic conditions biased toward high@me groups. Both “injury and

illness” and trauma show no important bias, sugggsthese conditions are not
affected by income level.

Figure5.1:  Concentration curvesof prevalencefor selected health conditions
for the non-medical scheme population (2006)
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6. SERVICE SATISFACTION
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6.1 Overview

The self-assessed satisfaction by users of a healtfice does not amount to an
indicator of service quality. It does however pdevisome indication of how
responsive a service is to the comforts associai#i receiving health treatment.
Given that requiring medical treatment is generakygarded as an unpleasant
experience and to be avoided, service satisfati@®nas much to do with responding
to creature comforts as to resolving the cliniaahdition resulting in the visit. Such
creature comforts would include: reduced waitimgets; comfortable waiting rooms;
polite and sensitive staff; and pleasant surrougglilowever, some discomforts also
border on treatment quality: rude staff that malk#iegmts avoid further treatment;
dirty premises and linen that cause hospital-baskedtion; the absence of adequate
hospital food; and the failure to provide adeq@ateess to family support.

Given the subjectivity involved, significant pooerformance could be hidden in a
response depending upon the pre-existing expeatatiba patient. If expectations are
generally poor and a service beats those poor &dpmts, a generally higher level of
satisfaction may be reported.

Although many studies report that patients are generally satisfied with the
quality of ANC services, the same studies show that quality was a problem.
This maybe because expectations of a service are generally low. At a national
level, quality of care in contraceptive services has shown that 20% of women
reported that the provider shouted or scolded the patient in a family planning
setting. (King MS et al, 2006, p.18.)

This makes interpretation of the reported inforaratproblematic, but not without
some value. The survey requests that respondatitaia their satisfaction at various
levels: very satisfied, somewhat satisfied, neidarsfied nor dissatisfied, somewhat
dissatisfied, and very dissatisfied. The categospniewhat satisfied” could be
regarded as largely driven by expectations, asdéingce largely essentially matched
what was expected. The “very satisfied” patient ldolbowever be indicating that
expectations were exceeded. It is furthermore qed@sonable to assume that patients
used to private sector services, such as thosegemby a medical scheme, would not
provide the same rating to a public sector serviess those patients who
conventionally only make use of public sector sssi

For these reasons the “very satisfied” categorypatentially the most important
indicator of service acceptability to patients witle “somewhat satisfied” category
potentially ambiguous. The differences in the regbrexperience between the
medical scheme and non-medical scheme populatimyexy significant for this
category in relation to all three major serviceegaties examined, suggesting a high
level of dissatisfaction with public services.

6.2 Results

For hospital services, the medical scheme populatports 88.2% of patients are
“very satisfied” compared to 60.0% the non-medsetheme population (accessing
public hospitals). This reflects a substantial efiéince in how patients are treated
between the two sectors. Although 25.5% of the melical scheme patients are
“somewhat satisfied”, when seen against the bagkdfdikely low expectations this
is not a good result.
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Figure7.1:  Satisfaction with hospital services
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By contrast with hospital services, clinic serviege rated far higher by non-medical
scheme members than are hospital services. As Hresased quite frequently in a
year, the 85.4% *“very satisfied” response suggests patients are generally treated
quite well. Interestingly, medical scheme membats clinic services at 91.8% which
is exceedingly high. It is however not clear whatdmal scheme members
understand a clinic to be, as clinics are really éound in the public sector.

Figure7.2:  Satisfaction with clinic services
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Despite a relatively high utilisation of private alors/specialists by non-medical
scheme patients in all income groups, only 57.3% satisfied with the service
compared with 75.6% on medical schemes. The loimgdiy non-medical scheme
members is interesting as these services will kel s a discretionary basis (by
choice). Furthermore, as indicatedfigure 4.1, private doctor/specialist utilisation
systematically substitutes for clinic servicesra®imes rise. It is possible that the low
satisfaction levels result from a higher expectatioom private relative to clinic
services. It is also possible that private docsprestialists treat non-medical scheme
members differently to medical scheme members. rGitlee lower, and more
unreliable, reimbursement likely from non-mediceheame members, consultations
are likely to be shorter and less satisfactory fkamedical scheme members.

The distinctly lower rating of private doctor/spast services by medical scheme
members relative to their rating of hospital segsics also of interest. This may point
to problems with the patient-doctor relationshipghivi the private sector, which may
be driven by commercial imperatives. However, as shrvey does not distinguish
between general practitioners (GPs) and specialiggsdifficult to assess the source
of the potential problem. However, if it is assuntkdt hospital-based care is most
closely tied up with hospital care, which has ahkigrating, it is possible that the
lower satisfaction level is driven by the care pded by GPs. The same reasoning
would apply to non-medical scheme members, whopatentially reflecting their
experience of GP cash practices which, due to cowialeimperatives, have a
tendency to focus on patient turnover rather thaadity.

Figure7.3: Satisfaction with private doctor/specialist services
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6.3 Conclusions

Although the results of the satisfaction surveynmdrbe regarded as conclusive, they
reveal a number of important patterns which canmetdismissed. For hospital
services there are stark difference between nonealescheme and medical scheme
populations in their experiences of hospital andgbe doctor/specialist services, with
non-medical scheme populations worse-off. Doctedsdist services are preferred
by higher income groups, but rated lower than hakmiervices and public sector
clinics. It is likely that much of this result, lpoth non-medical scheme and medical
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scheme patients, is driven by experiences of GHcesr With respect to the non-
medical scheme population this may reflect theattiment in GP cash practices. The
commercial imperatives underpinning GP practicey alao affect medical scheme
members. In the case of clinic-based servicestatieg by both non-medical scheme
and medical scheme populations is high, which ssigginat their accessibility and
centrality within their communities may be impagtion perceptions.
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8. SUMMARY OF FINDINGS
8.1 General

Although there are concerns with the precisionhef health-related questions in the
GHS2006, the results of the survey is able to pl®dome indicative insights into a
range of health issues relating to access andyediterall they show that access to
public services is biased in favour of low-incomeups, and participation in a

medical scheme removes income-biases in accesgeséhrough the removal of

point of service affordability barriers.

8.2 National

The division between the medical scheme and nonealedcheme populations
appears reasonably consistent with relevant regpoméormation. Although the

reported total medical scheme population is grefate2006 by around 600,000, the
household participation by income appears valid.

Overall the African population is now equal to tWhite population on medical
schemes, with both standing at 42% of the totalwéier, the African population is
far younger than the White population, suggestimgt tparticipation has occurred
relatively recently, possibly within the past 15ag® It is therefore likely that in the
next few years the African population will overtaltee White population. In large
measure this reflects the pattern of formal empleyin

Medical scheme participation is highly correlatehwncreases in income, with a
distinctive move into scheme cover for monthly papita incomes lying between
R2,000 and R6,000. These results suggest thattinamt for scheme participation is
very high once the affordability is lowered. This also an indicator of general
dissatisfaction with public sector services. Thimausion is also supported by the
fact that the income distribution of medical schamembers is better than that for the
country as a whole.

8.3 Service utilisation

Nationally the utilisation of key health servicey bhe non-medical scheme

population suggests that access is predominanélgeli in favour of low-income

groups. However, in the provinces of Limpopo, Mpianga, Northern Cape, and
Western Cape, hospital services are biased towghghincome groups. The reason
for this may relate to the presence of indirecbime barriers such as high transport
costs.

The utilisation pattern within the non-medical stigepopulation for doctor/specialist
services is predictably biased toward higher incgmoeips, as these services will be
accessed using out-of-pocket payments at the pdiservice. However, the bias is
not as pronounced as the national income distohusuggesting the existence of a
strong preference for these services across aimeayroups.

By contrast with the non-medical scheme populaticagcess to private
doctor/specialist services is biased toward lovwsine groups, suggesting that the
risk-pooling effect obtained through medical scheperticipation significantly
removes affordability barriers at the point of seevand consequently any access bias
in favour of high-income groups.

8.4 Prevalence of certain health conditions

Overall seven “conditions” out of the GHS2006 aeparted on in this report and
analysed using concentration curves to bring ouiatrans by income. The results
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indicate that prevalence patterns generally reftechmon-sense expectation, with
infectious diseases (including AIDS and TB) biasadard low-income groups and
chronic conditions (diseases linked to lifestyleggsied toward higher-income groups.
However, trauma shows no significant bias by income

8.5 Service satisfaction

Service satisfaction levels differ significantlytiveen the medical scheme and non-
medical scheme populations, indicative of diffeesan the quality of care offered

between the public and private sectors. This isiquaarly pronounced in the case of
hospital services. However, where both populati@tsess private services a
difference in satisfaction is evident; suggestih@ttprivate providers vary their

behaviour depending upon whether or not someoae gsmedical scheme.

The survey also indicates high levels of satistectby the non-medical scheme
population with clinic services, which are publiecr services. By comparison
private doctor/specialist services are rated mumket despite the fact that their
utilisation is preference-driven. This points tce tlexistence both of differential
treatment by private doctors/specialists dependpan medical scheme participation;
and the possibility that expectations of servicalify are higher for private services,
which leads to dissatisfaction when expectatioeshat met.

Expectations in relation to clinic services, in tast to private doctor/specialist
services, are potentially generally low, leadingtibetter assessment when reasonable
treatment is forthcoming. However, the fact thavade doctor/specialist services are
substituted for clinic services as incomes risergjly suggests that these services are
in reality rated higher. This would support thewithat expectations are also higher
for private services and probably distort findirgssatisfaction.

The results for private doctor/specialist servipessibly relate more to GP than
specialist services for both the medical scheme #re non-medical scheme
population. Consequently, the generally poor redatating of these services by both
populations is potentially indicative of some legéHdissatisfaction with GP services.
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ANNEXURE A: INCIDENCE AND PREVALENCE GRAPHS FOR
SELECTED CONDITIONS

Figure Al: Prevalence and count of IlIness or Injury (2006)
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Figure A2: Prevalence and count of Tuberculosis (2006)
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Figure A3:

Population

Prevalence and count of Hypertension (2006)
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Figure A5:

Population
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Figure A7:

Population
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Appendix tablesto main report on:

Fiscal incidence of social spending in South Africa, 2006
A report to Nationa Treasury

University of Stellenbosch
28 February 2009

! This study was undertaken for National Treasury under extreme time pressure, as the first preliminary report
had to be ready to serve as input to the 2009 Budget Review. The study follows and draws from two similar
studies undertaken by the same author for National Treasury covering the periods 1993-1997, and 1995-2005.



Appendix Table 1: Social spending by spending category and quintile, 2000 and 2006

Year Quin- Quin- Quin- Quin- Quin- |[Total
tilel tile2 tile 3 tile4 tile5
Sacial spending (in millions of constant 2000 Rand values)
School education 2000 9194 8 626 7684 5919 5184 36 607
School education 2006 13243 11579 10359 8554 6 849 50 601
Tertiary education 2000 157 316 657 1908 3503 6 540
Tertiary education 2006 67 210 634 1186 5398 7 495
Child support grants 2000 496 312 224 260 119 1411
Child support grants 2006 4 606 3665 2 890 1980 254 13395
Disability grants 2000 1636 749 588 677 323 3973
Disability grants 2006 4311 2117 2 150 1587 818 10984
Old-age pensions 2000 6 362 2062 1522 1295 817 12 057
Old-age pensions 2006 9650 2217 1743 1861 1418 16 889
Public clinics 2000 978 1028 990 789 227 4012
Public clinics 2006 2033 1814 1481 1077 305 6 709
Public hospitals 2000 4272 3689 4 407 4209 1835 18412
Public hospitals 2006 5509 4813 5114 4878 2784 23099
Housing 2000 240 407 851 985 556 3040
Housing 2006 268 781 1514 1583 246 4391
Total social spending 2000| 23336 17190| 16922 16041| 12564 86 053
Total social spending 2006| 39688| 27195 25886 22705| 18072 133563
Population
Population 2000|8664 680| 8 739012 | 8 576 163 | 8 659 446 | 8 659 232| 43 298 533
Population 2006 | 9 467 543 | 9 466 649 | 9 465 604 | 9 466 668 | 9 466 430| 47 332894
Per capita social spending (in constant 2000 Rand values per per son)
School education 2000 1061 987 896 684 599 845
School education 2006 1399 1223 1094 904 724 1069
Tertiary education 2000 18 36 77 220 405 151
Tertiary education 2006 7 22 67 125 570 158
Child support grants 2000 57 36 26 30 14 33
Child support grants 2006 487 387 305 209 27 283
Disability grants 2000 189 86 69 78 37 92
Disability grants 2006 455 224 227 168 86 232
Old-age pensions 2000 734 236 177 150 94 278
Old-age pensions 2006 1019 234 184 197 150 357
Public clinics 2000 113 118 115 91 26 93
Public clinics 2006 215 192 156 114 32 142
Public hospitals 2000 493 422 514 486 212 425
Public hospitals 2006 582 508 540 515 294 488
Housing 2000 28 47 99 114 64 70
Housing 2006 28 83 160 167 26 93
Total social spending 2000 2693 1967 1973 1852 1451 1987
Total social spending 2006 4192 2873 2735 2398 1909 2822

Note: Population quintiles differ in size where some households have exactly the same recorded per capitaincomes at the

boundary values.




Appendix Table 2: Social spending by spending category and race group, 2000 and 2006

|Year | Black| Coloured| Indian ‘ White‘ Total
Social spending (in millions of constant 2000 Rand values)
School education 2000 30709 2648 733 3695 37410
School education 2006 43634 3557 806 2588 50 601
Tertiary education 2000 3710 340 505 1986 6 540
Tertiary education 2006 4390 499 587 2019 7 495
Child support grants | 2000 953 238 41 172 1411
Child support grants | 2006 12 655 637 86 16 13395
Disability grants 2000 2554 767 188 463 3973
Disability grants 2006 8799 1469 259 453 10984
Old-age pensions 2000 10500 921 265 368 12 057
Old-age pensions 2006 14 390 1347 377 772 16 889
Public clinics 2000 3571 298 58 84 4012
Public clinics 2006 6218 307 92 91 6 709
Public hospitals 2000 15107 1928 701 596 18412
Public hospitals 2006 19273 2493 481 853 23099
Housing 2000 2492 417 38 88 3040
Housing 2006 3887 433 25 44 4391
Total social spending| 2000 69 597 7 557 2530 7 452 86 053
Total social spending | 2006 113245 10742 2713 6 835 133563
Population
Population 2000| 33915985| 3812737 1113039| 4377538| 43298533
Population 2006| 37626991| 4187007| 1160083 4358812| 47332894
Per capita social spending (in constant 2000 Rand values)
School education 2000 905 695 659 844 845
School education 2006 1161 850 695 594 1069
Tertiary education 2000 109 89 454 454 151
Tertiary education 2006 117 119 506 463 158
Child support grants | 2000 28 62 37 39 33
Child support grants | 2006 337 152 74 4 283
Disability grants 2000 75 201 169 106 92
Disability grants 2006 234 351 224 104 232
Old-age pensions 2000 310 242 238 84 278
Old-age pensions 2006 383 322 325 177 357
Public clinics 2000 105 78 52 19 93
Public clinics 2006 165 73 79 21 142
Public hospitals 2000 445 506 630 136 425
Public hospitals 2006 513 595 415 196 488
Housing 2000 73 109 34 20 70
Housing 2006 103 104 22 10 93
Total across services | 2000 2052 1982 2273 1702 1987
Total across services | 2006 3013 2 566 2338 1568 2822




Appendix Table 3: Income before transfers, benefits from social spending, taxes, and
derived measures (in constant 2000 Rand values), 1995, 2000 & 2006

Y ear Quin- Quin- Quin- Quin- Quin- |[Total
tilel tile 2 tile 3 tile4 tile5
Total income beforetransfers, benefits from social spending, taxes, and derived measures
(in millions of constant 2000 Rand values)

Pre-transfer income 1995 5439| 17181 36574 80650| 378113| 517956
Pre-transfer income 2000 4750 11104 24203| 59208| 350317| 449582
Pre-transfer income 2006 3024 14927| 36732 83977| 404166| 542826
All social spending 1995 18389| R12781| 12828 12692| 10992| 67682
All social spending 2000 23336| 17190 16922| 16041| 12564| 86053
All social spending 2006| 39688 27195 25886| 22705| 18072| 133563
Income plus social spending 1995 23828| 29961| 49402 93342| 389105| 585639
Income plus social spending 2000 28086 28295 41125| 75249| 362881| 535635
Income plus social spending 2006| 42712| 42122 62618| 106682| 422238| 676389
Tax paid (PIT) 1995 599 1857 4452 13693| 107 700| 128301
Tax paid (PIT) 2000 0 0 778 6572 79127 86478
Tax paid (PIT) 2006 0 0 945 7979 96064| 104988
Income minus taxes plus social spending 1995(23228 |28104 [44950 |79650 |281406 | 457 338
Income minus taxes plus social spending 20001 28086 28295| 40347| 68676| 283754| 449157
Income minus taxes plus social spending 2006| 42712 42122 61673 98703| 326175| 571401

Per capita income befor e transfers, benefits from social spending, taxes, a

(in constant 2000 Rand val

Ues per person)

nd derived measur es

Pre-transfer income 1995 660 2085 4439 9788| 45888 12572
Pre-transfer income 2000 548 1271 2822 6837| 40456| 10383
Pre-transfer income 2006 319 1577 3881 8871| 42695 11468
All social spending 1995 2232 1551 1557 1540 1334 1643
All social spending 2000 2693 1967 1973 1852 1451 1987
All social spending 2006 4192 2873 2735 2398 1909 2822
Income plus social spending 1995 2892 3636 5995| 11328| 47221 14215
Income plus socia spending 2000 3241 3238 4795 8690| 41907 12371
Income plus socia spending 2006 4511 4 450 6615 11269| 44604| 14290
Tax paid (PIT) 1995 73 225 540 1662| 13070 3114
Tax paid (PIT) 2000 0 0 91 759 9138 1997
Tax paid (PIT) 2006 0 0 100 843| 10148 2218
Income minus taxes plus social spending 1995 2819 3411 5455 9666 34151| 11100
Income minus taxes plus social spending 2000 3241 3238 4705 7931 32769| 10373
Income minus taxes plus social spending 2006 4511 4 450 6515| 10426| 34456| 12072
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