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1. Summary and Background 

In 2019, Solidarity commissioned a costing report for National Health Insurance (NHI), 

which was done by Professor Jannie Rossouw and Mike Holland and which will form 

the basis for this report, with updated metrics added for the subsequent two years. 

The Covid-19 pandemic and the disruption caused by the state’s measures to curb it 

have had a profound impact on the economy, which has nullified almost all 

economic planning and calculations, specifically where economic growth and 

inflation for specific sectors need to be considered. 

The aim of this report is to evaluate the financial feasibility of the National Health 

Insurance (NHI) Bill which was published in 2019 and is currently being discussed in 

parliamentary presentations. This is part of an ongoing government process that 

follows the issuing of a Green Paper in 2011 and two White Papers in 2015 and 2017, 

respectively. The ultimate aim of all these drafts are to make Universal Health 

Coverage (UHC) available to all South Africans, regardless of financial status. 

The 2017 White Paper states that “A key element of financing for UHC is that the 

health costs for the poor and vulnerable are shared by the whole of society. 

Furthermore, the healthcare financing system should aim to spread the financial risks 

of illness across a wide population, by collecting large pools of prepaid funds that 

people can draw on to cover their healthcare costs at times of need, regardless of 

their ability to pay.” 

The White Paper fails to mention that this is already, at least in principle, the case in 

public hospitals where healthcare is provided and then charged for based on what 

the patient could afford. The poor is therefore already subsidised according to South 

Africa’s progressive tax system which funds the state healthcare system. 
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Although the Bill is claimed not to be a so-called money bill, it does propose the 

imposition of new taxes to fund the NHI. Constitutionally, this makes it a money bill, 

and it may only be brought to parliament by the National Treasury and the Minister 

of Finance. This was not the case, and the Minister of Finance has not budgeted a 

reasonable amount for the implementation thereof, which implies that Treasury does 

not foresee the actual implementation of the NHI in the near future. 

Regardless of this, the funding structure proposed by the NHI Bill includes a new 

payroll tax as well as a surcharge on income tax. This is in addition to general tax 

revenue and a planned reallocation from provincial budgets and conditional 

grants, as well as from medical scheme tax credits.  

If government projections are to be believed, the NHI would result in a further 

increase in the budget deficit of roughly R32 billion. A more realistic calculation, as in 

this report, indicates a deficit of R112 billion at an absolute minimum. Treasury 

cannot afford either a deficit of R32 billion or one of R112 billion.  
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2. NHI Proposals  

In recent publications, the World Health Organization has made it a priority for all 

governments to achieve universal healthcare for all inhabitants of the world. The NHI 

Bill proposes to allow all South Africans access to healthcare. 

The World Health Organization defines UHC as follows: “Universal health coverage is 

defined as ensuring that all people have access to needed health services 

(including prevention, promotion, treatment, rehabilitation and palliation) of 

sufficient quality to be effective while also ensuring that the use of these services 

does not expose the user to financial hardship. Universal health coverage has 

therefore become a major goal for health reform in many countries and a priority 

objective of WHO.” 

The NHI Bill proposes to transform the current two-tiered system into a single system, 

wherein all South Africans would be granted access to either public or private 

healthcare. Costs would then be carried by the NHI scheme. The NHI would enter 

into contracts with hospitals and other role-players. 

The proposal is that such contracts be concluded, and other systems be put in 

place, before the NHI comes into full effect in 2026. The 2019 Bill proposes that the 

NHI be funded by revoking medical tax credits, imposing a payroll tax, introducing a 

surcharge on income tax and shifting funds from provincial equitable share budgets 

to the new NHI budget. 

No proper costing calculation has been done, besides brief mentions of 2010 values 

in the 2017 White Paper. Even in these, it is unclear how they were arrived at. 
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3. The Economic Environment and South Africa’s ability to 

Absorb further Expenditure Items such as NHI  

The global economy has been deeply impacted by the Covid-19 pandemic. South 

Africa specifically has struggled to recover and realise any real growth. In 2019, 

before the pandemic hit, South Africa’s GDP growth came to 0,2%. If not for massive 

gains in the agricultural sector in that year, South Africa would have seen a 

contraction. In 2020, largely due to the pandemic, the economy did contract by 7%. 

Currently, growth for 2021 is projected at 4,2%, which is a long shot from a recovery 

and even further from realising any real growth which could fund new projects like 

the NHI. 

Globally, the World Bank expects that global growth would come to 5,6% in 2021 

after contracting by 4,4% in 2020. This indicates a full recovery, although Emerging 

Market and Developing Economies (EMDEs) are only expected to reach a full 

recovery in a few years. This is largely due to a lack of vaccination in these countries, 

which tends to keep these economies closed. The World Bank has called for a 

decrease in tariffs to aid the recovery in EMDEs.1 

South Africa saw a much larger economic contraction than the sub-Saharan African 

average of -2,4%, as well as the contraction in other BRICS countries, which 

was -0,3%. The rate of recovery is also expected to be much faster in both these 

peer groupings than what is expected for South Africa. 

 

1 Global Economic Prospects, World Bank, June 2021 
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South Africa therefore needs to take a long hard look at reasons for this lack of 

growth, and specifically for extremely low growth compared to our peers across the 

world and specifically within Africa. 

South Africa’s Fiscal Position 

One cannot begin to plan for any further government expenditure without first 

taking into account the current fiscal position of the country. Currently, South Africa 

runs at a budget deficit of 14%. This is utterly unsustainable, as it increases further 

debt commitments. This debt spiral, which in itself indicates South Africa having hit a 

tax ceiling, hinders any further investment into government services or infrastructure. 

What is more, social services make up more than a third of government spending. 

Although immensely important, social services do not leave behind any physical 

infrastructure with quantifiable value. This is not sustainable in itself and the NHI 

would be another cost item in this category, should it be implemented. Already, in 

2021, debt-service costs account for R269,7 billion of the national budget. This is one 

of the largest single items in the budget. 
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Economists estimate that South Africa would have sovereign debt exceeding GDP 

by 2025, one year before the NHI is scheduled to be fully implemented. 

 

Source: Bloomberg2 

When proposals concerning the NHI started in 2010, it was projected that the NHI 

would come into full effect in 2026. Since then, proposals have not deviated from 

2010 prices. The relevant government departments never sufficiently explained how 

they arrived at these prices. In 2010, however, the South African economy just came 

out of a boom that lasted until 2008, before it came to a grinding halt due to the 

global financial crisis. The economy briefly showed signs of growth due to the Soccer 

World Cup tournament in 2010 and the general euphoria surrounding the event. 

Some refer to the brief growth period in 2010 as a “dead cat bounce”. Since then, 

South Africa has not seen any real growth that would nearly match the predictions 

made in the yearly budget reviews. The following tables show the disparities 

between what was predicted in the two years preceding the relevant year, 

compared to the actual GDP growth and DPI figures. One cannot, therefore, expect 

anything other than the fast-approaching fiscal cliff, as budgets are drawn up 

 

2 https://www.bloomberg.com/news/articles/2020-06-20/south-africa-sees-government-debt-
at-113-8-of-gdp-in-2028-29 
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according to assumed future growth which is never realised or even almost realised. 

The National Treasury may be forgiven for their overestimated 2020 predictions, but 

we must not forget that the pandemic was preceded by five years of negligible 

GDP growth. Since 2008, GDP per capita has fallen by about one quarter.3 This has 

the knock-on effect that government has to either spend less money on each citizen 

or take more money from taxpayers. As this takes money out of circulation, or from 

productive citizens to unproductive state organs, it has a detrimental effect on the 

overall economy. 

2015 CPI GDP Growth 

Real 6,40% 1,3% 

2013 Prediction 5,4% 3,5% 

2014 Prediction 5,90% 3,20% 

2016 CPI GDP Growth 

Real 6,3% 0,80% 

2014 Prediction 5,50% 3,5% 

2015 Prediction 5,9% 2,40% 

2017 CPI GDP Growth 

Real 6,30% 0,70% 

2015 Prediction 5,7% 3,0% 

2016 Prediction 6,30% 1,70% 

2018 CPI GDP Growth 

Real 4,7% 0,80% 

2016 Prediction 5,90% 2,40% 

 

3 https://data.worldbank.org/indicator/NY.GDP.PCAP.CD?locations=ZA 
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2017 Prediction 5,70% 2,00% 

2019 CPI GDP Growth 

Real 4,10% 0,2% 

2017 Prediction 5,6% 2,20% 

2018 Prediction 5,40% 1,80% 

2020 CPI GDP Growth 

Real 3,3% -7,0% 

2018 Prediction 5,5% 2,1% 

2019 Prediction 5,4% 1,7% 

 

With regard to the true fiscal framework indicators, this lack of foresight and its 

effects can already be seen in figures that were released by Treasury itself and 

incorporated in the South African Reserve Bank’s Quarterly Bulletin. Gross loan debt 

is predicted in the table below to increase and “stabilise”4 on 87,3% in the 2023/24 

financial year. This is far removed from any prudential norms and beyond the level at 

which expenditure, specifically debt repayments, could have a stabilising effect on 

the long-term fiscal position of South Africa. 

 

4 http://www.treasury.gov.za/documents/National%20Budget/2021/speech/speech.pdf 
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Source: SARB Quarterly Bulletin March 2021 

 

Source: SARB Quarterly Bulletin March 2021 

The OECD recommends that higher income countries keep their sovereign debt 

ratios to under 90%, whilst emerging economies should keep their debt threshold to 
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between 30% and 50%.5 South Africa’s debt currently stands at roughly 80%. This 

fact, paired with low growth and consistent budget deficits, makes it likely that South 

Africa will soon be unable to fund its current projects and services and will therefore 

definitely not be able to introduce any new ones, especially not ones that are as 

expensive as the NHI will probably be. The actual cost of the NHI and means to fund 

it are expressed in the next section. These means are purely theoretical, as it is clear 

that the NHI cannot be sustainably funded. 

  

 

5 OECD, 2015, Prudent Debt Targets and Fiscal Frameworks, OECD Economic Policy Paper 
No. 15.  
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4. Funding the NHI 

 

 

 

Sources: Own calculations, Budget reviews, 2017 Green Paper 

The tables above have been calculated according to the figures given by the 2017 

Green Paper. According to this paper, they expected an initial cost of R109 769 

R billion or 
percentage 2019 2020 2021 2022 2023 2024 2025 2026 

GDP 5 059,1 5 157,3 4 921 5 127,7 5245,64 5380,75 5515,27 5653,15 

GDP 
Growth 0,20% -7% 4.2% 2,3% 2,4% 2,5% 2,5% 2,5% 

Projected 
NHI Cost 
Increase 

6,70% 6,70% 6,7% 6,7% 6,7% 6,7% 6,7% 6,7% 

NHI 
Projected 

Cost 
163172 174105 185770 198217 211497 225667 240787 256920 

CPI Inflation 4,0% 3,30% 4,2% 4,4% 4,5% 4,5% 4,5% 4,5% 

Health 
Inflation 4,30% 5,50% 0,028% 5,21% 5,21% 5,21% 5,21% 5,21% 

R billion or 
percentage 2011 2012 2013 2014 2015 2016 2017 2018 

GDP 2 666,9 2 995,5 3 209,1 3 520,3 3 879,9 4 073,2 4 409,8 4 699,4 

GDP 
Growth 3,30% 2,20% 2,50% 1,80% 1,20% 0,40% 1,40% 0,80% 

Projected 
NHI Cost 
Increase 

4,10% 4,10% 4,10% 4,10% 4,10% 6,70% 6,70% 6,70% 

NHI 
Projected 

Cost 
109769 114270 118955 123832 128909 134324 143324 152926 

CPI Inflation 6,10% 5,6% 5,7% 5,3% 5,20% 6,8% 4,7% 4,5% 

Health 
Inflation 6,60% 5,10% 4,40% 4,80% 5,90% 5,50% 6,70% 5,70% 
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billion in 2010/11. They expected this number to increase by 4,1% annually, up to 

2015, followed by an increase of 6,7% for the remaining years up to 2026. Neither the 

Department of Health nor the Treasury gave an explanation of how these figures 

and rates were arrived at, but it is safe to assume that it is an understatement. 

The tables below aim to indicate a more plausible scenario, in which private hospital 

turnover, adjusted for past, current and projected health inflation, is added to the 

current health budget. Even this will in all probability be a grave understatement of 

true cost, as the NHI would, if it does work, increase the demand for private 

healthcare, which would inevitably drive up prices, even if they are to become 

administered prices as currently proposed by the NHI White Paper of 2019. The 

alternative is a mass exodus of doctors and medical staff, in which case any form of 

healthcare funding would be irrelevant. 

 2021 2022 2023 2024 2025 2026 

Health Budget 248800 261762 275400 289749 304845 320727 

Private Turnover 57537 60534 63688 67006 70498 74170 

Probable NHI Minimum Cost 306337 322297 339089 356755 375342 394897 

Plausable Health Budget: 

5% of GDP 248,8 256,4 262,3 269,0 275,8 282,7 

Sources: Own calculations, Budget reviews and HASA Multiplier Report6 

In this formula, which was roughly used, although in an overly optimistic and 

understated fashion, to come up with the 2010 figures that were used by 

government, the national health budget is added to the turnover of private hospital 

 

6 https://hasa.co.za/wp-content/uploads/2019/02/ECONEX_HASA-multiplier-
report_26102017.pdf 
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groups in South Africa. This number would fall far short of reality, as it does not 

account for independent medical practitioners and other private medical services. 

Even when using this rough underestimate, it indicates a shortfall of R112 billion in 

2026, if the health budget remains at 5% of GDP. 

To make matters worse, the projected GDP growth of 2,5% from 2023 is based on the 

maximum GDP growth that could be expected in South Africa, if everything in the 

economy goes well. It is unlikely that this would always be the case, which means 

that the shortfall would be even larger in real terms. For the purpose of further 

calculations, the idealistic projections and a shortfall of R112 billion would be used. 

The 2021 budget would be reworked to reflect 2026 values based on projected 

economic growth in the tables above. 

The 2026 tax revenue would then be made up in the following way, assuming that 

no major reforms and adjustments occur: 

  R billion 

Tax Revenue 1568 

Personal Income Tax 593 

Corporate Income Tax 245 

VAT 425 

Taxes on International Trade and Transactions 62 

Non-tax Revenue 37 

Less: SACU Payments -53 

Main Budget Revenue 1553 

Provinces, social security funds and public entities 194 

Consolidated Budget Revenue 1747 
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R112 billion could theoretically be generated in 2026 in the following ways: 

• An income tax surcharge of 20%. 

• A VAT increase from 15% to 20%. 

• A payroll tax of 5,5%. 

• Increasing corporate income tax from 28% to 42% 

• A combination of these. 

None of these would be possible in real terms, as the South African taxpayer is 

already overburdened. These theoretical proposals are for illustrative purposes only.  
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5. Conclusion 

If the government’s predictions are to be believed, a budget shortfall of roughly R32 

billion could be expected. In the current calculation, we can see that a more 

realistic expectation is a deficit of R112 billion. As was mentioned earlier, this is a 

conservative estimate which only accounts for current public healthcare and 

private hospitals. Smaller private health service providers are not accounted for in 

this calculation. 

South Africa cannot afford the NHI in any shape or form and should much rather 

invest in current systems. As it is, the budget deficit stands at 14% and South Africa is 

already on the edge of the fiscal cliff. Depending on which definition of fiscal cliff 

one uses, we are already over it or set to cross it in 2024. Although universal access 

to healthcare is a worthy cause, the NHI is not the way to attain it. A better way may 

be to reform the current public health system to ensure that a better return on 

investment is achieved. The private healthcare system could be allowed to continue 

to lighten the burden on public healthcare, by continuing to provide good services 

to those who can afford it. 
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