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OPSOMMING

As gevolg van 'n wereldwye  
ekonomiese resessie het beperkte 
ftnansies 'n invloed op die beskikbare 
fondse van enige huishouding en is die 
hoop op die verbetering van medisyne 
en die sosio-ekonom iese  
omstandighede van mense maar 
skraal. Die Her-konstruksie- en 
Ontwikkelingsprogram (HOP) van 
Suid-Afrika stel onder andere ten doel 
om die lewensomstandighede van die 
m ense te verbeter waaronder 
behuising, opleiding en onderwys en 
gesondheidsorg. Laasgenoemde blyk 
die grootste uitda-ging te wees 
aangesien  d it voorkom ende en 
bevorderende gesondheidsorg insluit. 
Gesondheidsorg was in die verlede 
onvoldoende vanwee onbereikbare 
gesondheids-dienste moontlik vanweH 
die w andistribusie van 
gesondheidsdienste; wanverspreiding 
van gesom^eidspersoneel, kulture en 
gelowe. Die vraag ontstaan hoe daar 
met beperkte finansies die beste 
omstandighede voorsien kan word? 'n 
Literatuurstudie is gedoen om kwaliteit 
gesondheidsorg en die finansiering 
daarvan aan te spreek en 'n empiriese 
ondersoek oor die bestaande  
gesondheidsorg en finansies is gedoen.

Daar word aanbeveel dat aanpassings 
gemaak moet word om te oorleef deur;
•  die desentra lisasie  en

rasionalisasie van die adminis- 
trasie van gesondheidsorg,

•  die beklem toning van en die  
realisasie van doeltreffende en 
doelmatige primere gesondheid
sorg.

• die im plem entering van
deelnem ende bestuur in 
gesondheidsorgorganisasies,

• die voorsiening van opleiding in 
finansiele bestuur aan bestuurders 
van gesondheidsorgorganisasies

• d ie toepassing van bestuurs- 
rekeningkundige beginsels vir die 
verbete-ring van die doeltrejfend- 
heid en doelmatigheid van bestuur.

ABSTRACT

The worldwide economic recession 
and the concomitant limited stock of 
finances have had an influence on the 
available money o f every household 
and have also inhibited  the 
improvement o f  socio-economic  
conditions and medicine. The 
Reconstruction and Development 
Programme (RDP) has the objective of 
improving the living conditions o f the 
people with regard to housing, 
education, training and health care. 
The latter seems to be a major problem 
which has to be addressed with the 
emphasis on the preventive and 
promotiorml aspects o f health care. A 
comprehensive health care system did 
not come into being properly in the past 
because o f the maldistribution o f  
health care services, personnel and 
differences in culture and health care 
beliefs and values. The question that 
now arises, is how to render a quality 
health care service w ithin the 
constraints o f inadequate financing 
and resources. A comprehensive 
literature study has been done with 
reference to quality health care and 
financing followed by a survey o f  
existing health services and finances.

Recommendations are made about 
minimum requirements to be accepted 
if one were to adapt rather than die in 
terms o f the provision o f healthcare;
•  the decentra liza tion  and 

ra tiona liza tion  o f  the 
administration o f health care,

• the stress on and realization o f  
effective and efficient primary 
health care,

•  the acceptance o f participative 
management in health providing 
organizations,

• the provision  o f  financ ia l  
management training for health 
care managers and

•  the application o f management 
accounting principles fo r  the 
improvement o f the efficiency and 
effectiveness o f management.

nsT R O D U C nO N  AND BACKGROUND

The worldwide economic recession and the 
concomitant limited stock of finances have 
had an influence on the available money of 
every  h o u seh o ld  and has in h ib ited  
improvement of socio-economic conditions 
and medicine. D irector Coen Slabber 
contends that "Medical inflation is usually 3% 
higher than the normal inflation rate because 
of high pharmaceutical prices and the cost of 
imported equipment" (Anon., 1994c:26). 
Smith (1994:16) refers to The World Bank's 
recent report "Better Health in Africa" which 
claims that more effective planning and 
management of pharmaceuticals, health sector 
personnel and health infrastructure and 
equipment need to feature high on the agenda 
for change.

The R econstruction  and D evelopm ent 
Programme (RDP) of South Africa has the 
objective of improving the h ving conditions of 
the people with regard to housing, education, 
training and health care. The latter seems to 
be a major problem which has to be addressed 
with the emphasis on the preventive and 
prom otional aspects o f health care. A 
comprehensive health care system did not 
come properly into being in the past because 
of the maldistribution of health care services, 
personnel and differences in culture and health 
care beliefs and values.

The nearly 6.8% of Gross Domestic Product 
(GDP) (± R21.6 billion, US $6 billion) which 
South Africa spends on health is more than we 
can afford. The World Health Organization's 
target for South Africa as a developing country 
by the year 2 OCX) is only 5%. Put differently,
11.7% of total state income is spent on health, 
which is close to the average of 12.6% of 
developed countries (Anon. 1994b;26).

C ontribu tions to m edical aid schem es 
increased from R442 a year in 1982 to R 4 110 
in 1992, a compound annual increase of 25%. 
At the same tim e, the average annual 
administration fee per member rose from R31 
to R222 - a compound growth of 22% 
(S tew art, 1994:18). Sm ith (1994:16) 
maintains, that health care costs in South 
Africa have escalated at an average of around 
25% annually over the past decade.

Compared to the USA, South Africa is in a 
weaker position because 10% of surgery in 
South Africa is done on an inter-day basis, 
with 90% requiring extended hospital stays, 
while 60% of surgery in the US A is carried out 
in day clinics (Smith, 1994:16).
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It is clear that health services in South Africa 
have no choice but to either adapt to survive 
or to die in the process.

PROBLEM STATEMENT

The North West Province (where this survey 
was done) one of the nine new Provinces in 
South A fr ic a , has in h e ri te d  a hea lth  
d ep a rtm en t w hich  p ro v id e s  se rv ic es  
fragm en ted  along  ra c ia l, g eog raph ic , 
preventive/curative and professional lines.

It is imperative that the health services be 
completely replanned and restructured to 
reflect the new priorities of the Department 
and of the RDP. The paucity of information 
required to undertake this task will complicate 
the process of reorganization, and it is a factor 
which em phasizes the im portance and 
urgency of setting up systems that will provide 
managers with the information they require to 
plan on an ongoing basis (Department of 
Health, 1995a:3).

The ANC's Reconstruction and Development 
Programme indicates that South Africa is 
spending R550 per capita on health care per 
annum, which is nearly 10 times as much as 
the World Bank estimates it should cost to 
provide basic public health services and 
essential clinic care for all, yet millions of 
people are even without such very basic 
se rv ic es  o r  ca re  (A n o n ., 1994a:5 ). 
Statements such as "Health services are 
fragmented, inefficient and ineffective, and 
resources are grossly m ism anaged and 
maldistributed" (Anon., 1994a;5) contributes 
to the different Provinces and the North West 
Province responsibilities to adapt to changes 
or to die.

The question that now arises is how to render 
a quality health care service within the 
constraints o f inadequate financing and 
resources.

SITUATION ANALYSIS

The North West Province has a population of 
3 5(X) (XX) people living in an area of 118 710 
square kilometres. Almost one-third of the 
population (1 000 000) live in the far-eastern 
region of the Province (Department of Health, 
1995b; 1 -2). Other areas where there are large 
c o n c en tra tio n s  o f  p eo p le  in c lu d e  the 
Klerksdorp, Mafikeng, Taung and Rustenburg 
areas. The greatest sources of income in the 
Province are mining and agriculture, the 
average per capita income per month is R1 
789. This figure does not, however, reflect the 
vast differences between the rich and the poor 
in the Province, and says nothing about 
geographical discrepancies. About 62% of 
the population is literate. Of the 725 500 
people in regular employment, 70% are 
employed in the private sector and 17% are 
employed by national, provincial and local 
governments.

In the Northern Transvaal the ratio of doctors 
to patients is 1:30 450 (Stewart, 1994:18),

compared with one per 2 000 of the population 
in South Afnca at large (Smith, 1994:16).

While 161 out of every 1 000 babies bom in 
M ali w ill d ie . South A frica  w ith  its 
comparative wealth, still has the highest 
incidence of tuberculosis in the world (Smith, 
1994:16). Smith (1994:16) also contends that 
the incidence of measles, HIV, polio and 
malnutrition is disproportionately high when 
measured by world standards.

The decentralization of health service delivery 
down to district level is one of the most 
important changes planned by the Department 
(Department of H ^ th ,  1995a:7). The ANC 
is committed to the promotion of health 
through prevention and education with a 
Prim ary H ealth Care Approach as the 
underlying philosophy of the health system. It 
em bod ies the concep t o f com m unity  
development and is based on full community 
participation in the planning, provision, 
control and monitoring of services. It aims to 
reduce inequalities in access to health services, 
especially in the rural areas and deprived 
communities (ANC, 1994:19).

The RDP is an integrated programme of 
tran sfo rm a tio n  w hich in v o lv es  the 
re-orientation of health priorities and the 
re-allocation of resources of all kinds - 
funding, staff, equipment and facilities.

The ANC recommends the Primary Health 
Care (PHC) approach to the delivery of health 
services. Within the PHC approach, PHC 
itself is central and was defined in the 
Declaration of Alma Ata as " 'Primary Health 
C are’ is essential health care based on 
practical, scientifically sound and socially 
acceptable methods and technology made 
universally accessible to individuals and 
families in the community through their full 
participation and at a cost that the community 
and country can afford to maintain at every 
stage of their development in the spirit of 
self-reliance and self-determination".

PHC will form an integral part of the country’s 
National Health System (NHS), of which it 
will be the central focus, while the PHC 
approach will provide guidance within the 
overall social and economic development of 
the community (ANC, 1994:20).

METHOD OF INVESTIGATION

A comprehensive literature study has been 
done with reference to quality health care and 
financing. A survey of existing health 
services and finances by means of interviews 
conducted during committees with health care 
providers and other leading figures in the 
governing of health care is provided.

PURPOSE OF INVESTIGATION

To make a contribution to the RDP by aiming 
to develop guidelines for a quality health care 
service by utilizing the findings of this 
survey.

FINDINGS AND CONCLUSIONS

The following findings and conclusions have
been arrived at:

•  Healthcare is inadequate - this is caused by 
sev era l fa c to rs , fo r exam ple  
maldistribution of funds, personnel and the 
availability of health services.

•  Curative care is concentrated in urban areas 
and is not accessible in rural areas.

•  The current formulae for subsidies are very 
crude, as they do not take into account the 
mortality rates, population, morbidity and 
per capita income. The current funding per 
capita is insufficient - provinces with 
academ ic hosp ita ls  are advantaged  
compared to others.

•  The provision of effective primary health 
ca re  is m ore  c o s t e f f e c tiv e  th an  
secondary and tertiary health care and 
primary health care is more accessible to 
the community.

•  Preventive health care has become very 
urgent within the framework of the fact that 
South Africa has the highest incidence of 
tuberculosis in the worid, and incidences of 
m easles, HIV (A id s), po lio  and 
malnutrition which are dispropor-tionately 
high by world standards, as outlined in the 
introduction and back ground to this paper.

•  The community is not involved in the 
provision of primary health care.

•  Current highly specialized medical and 
nursing personnel are providing primary 
health care in hospitals, while this should 
be done at health clinics.

•  The management of health care services 
can be done m ore e ffec tiv e ly  and 
efficiently.

•  The administration of health care services 
is still too centralized.

•  Primary health care is inadequate and too 
little funding was allocated to it in the past, 
due to the fact that primary health care was 
integrated into and executed by secondary 
health care officers, and therefore both 
tertiary and secondary health care absorbed 
too large a proportion of the funds in the 
past.

•  Health care managers are not equipped 
with the relevant financial management 
knowledge and competence needed to 
m anage hea lth  ca re  o rg a n iz a tio n s  
effi-ciently and effectively.

•  Current budgetary control is done by 
incremental budgets which duplicate 
problems encountered in the past in the 
subsequent year's budget.
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RECOMMENDATIONS

The following recommendations can be made:

•  Primary health care must be made available 
to the community at the ground level. The 
ANC's proposal of providing primary 
health care at Community Health Centres 
with a 24-hour emergency and maternity 
services is acceptable.

•  Health education centring on tuberculosis, 
HIV (Aids), polio and malnutrition is 
crucial for purposes o f im proving 
d ia g n o s is , trea tm e n t m anagem ent, 
compliance and effective follow-up.

•  The community must be involved in the 
provision of primary health care to ensure 
that resources are used to the best 
advantage of all in the community. This 
will be of particular interest in rural and 
other disadvantaged communities.

•  The Regional Government's Draft White 
Paper on Health for the North West 
P ro v in ce  (D e p artm e n t o f  H ea lth , 
1995a: 12) recommends providing for the 
building of new clinics and the upgrading 
of existing clinics for every 1 000 - 4 000 
households, and one health centre for each
3 - 6 clinics. A major criterion for planning 
the medium term clinic infrastructure will 
be that at least 95% of the residents of the 
Province should live no further away than
5 km from an available clinic. People 
residing more than 5 km away from fixed 
clinics will be provided with a mobile clinic 
service.

•  A new formula must be calculated to 
include all factors affecting the amount of 
money spent by determining or assessing 
a causal relationship between the activity 
and the cost. The adjustment of the RAWP 
(R eg ional A llo c a tio n  W eigh ted  
Programme) formula of Great Britain can 
be made applicable to South African 
conditions.

•  The management of health care must be 
made effective and efficient. That means 
both doing the right things, and doing 
things right. Therefore managers of health 
care organizations must be qualified in 
financial management and management 
ac co u n tin g , w hich  re q u ire s  an 
im provem ent o f  the cu rricu lu m  of 
p ro fe ss io n a l m ed ica l and n u rsing  
personnel, or a provision of courses in 
management through in-service training.

•  Developments in management accounting 
include participative management which 
can make management more effective and 
efficient. Kharbanda & Stallworthy 
(1991:26) maintain that the Japanese are 
way ahead of the rest of the world in 
participative management, seeing that 
"teamwork is the crux", and that "cost is 
everybody's business”, which philosophy 
has brought about better interpersonal

relationships and higher productivity and 
co s t e ffe c tiv e n e ss . G ibson  et al. 
(1991:129) recommend participative 
management, seeing that it is "a concept of 
managing that encourages employees' 
participation in decision-making and 
matters that affect their jobs".

Participative management has the effect 
that the work is done by personnel who 
have most knowledge about that particular 
aspect, and in view of the fact that group 
d e c is io n -m a k in g  is p receded  by 
brainstorm ing, each member gets an 
opportunity  to make a contribution. 
-Participative management also has the 
effect that participative budgets are 
com piled where more personnel are 
involved and at least the following 
portfolios are represented at a budgetary 
p lann ing  m eeting , viz. a f inanc ia l 
accountant for the execution of financial 
reporting, a management accountant for 
the functions of planning, control and 
decision-making, and professional medical 
and nursing personnel. - Seeing that 
incremental budgetary errors perpetuate 
themselves in budgets from the past, the 
institution of zero-based budgeting is 
essential. Although this demands more 
time, the principle of motivation of each 
item in the budget will introduce a better 
order or priorities in the decision-making 
package on an ongoing basis.

•  Management by objectives can have the 
advantage that everyone involved in 
management should strive for an aim 
which should be the aim of all within the 
organization.

•  The management and administration of 
healtii care should be decentralized in order 
to eliminate the long process involving lots 
of paperwork, which in the past had been 
very ineffective.

•  T h ro u g h  the use o f  re sp o n sib ility  
accounting and cost, profit and investment 
centi^s, management and responsibilities 
can be brought down to the levels of region, 
district and community, and a better health 
care service can be rendered.

•  Seeing that health organizations are not 
profit-driven organizations, they have to 
break even in term s of income and 
e x p e n d itu re , and the p rin c ip le  o f 
b re a k -e v e n  a n a ly s is  w ill be very 
applicable, also in ensuring the utilization 
of infrastiTicture and human resources in 
the most economical way in order to 
provide a quality service. The application 
o f a c tiv ity -b a se d  co s tin g  (A B C ), 
activity-based budgeting and management 
and w o rk -fo rc e  a c tiv ity -b a se d  
management (WABM) will lead to a more 
equitable allocation of resources to 
activities which can lead to a more 
effective and efficient management with 
reg a rd  to  p la n n in g , co n tro l and 
decision-making.

RECAPITULATION

From the above findings, conclusions and 
recommendations can emanate with regard to 
the minimum requirements to be accepted if 
one were to adapt rather than die in terms of 
the provision of health care:

•  The decentralization and rationalization of 
the administration of health care.

•  The sQ-ess on and realization of effective 
and efficient primary health care.

•  T he ac ce p ta n ce  o f p a r tic ip a tiv e  
m anagem en t in hea lth  p ro v id in g  
organizations.

•  The provision of financial management 
training for health care managers.

•  The a p p lic a tio n  of m anagem ent 
accounting principles and developments, 
fo r exam ple ze ro -based -budgeting , 
break-even analysis, participative budgets, 
responsibility accounting, activity-based 
costing (ABC), activity-based budgeting 
and m anagem en t and w o rk fo rce  
activity-based management (WABM) is 
c ru c ia l to the im provem ent o f the 
e f f ic ie n c y  and e ffe c tiv e n e ss  o f 
management.
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