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LOOKING AFTER
THE NATION'S HEALTH

Health infrastructure is essential to the successful delivery of health
services. With a normal planned lifespan of over 50 years, such capital
investment endures for extended periods and major changes in the estate
take a long time to achieve. The existing health estate in South Africa -
made up of over 4 000 facilities with a current replacement value of over
R180 billion - Is a complex mixture of facilities and is challenged, in many
cases, by a combination of inherited imbalances from the apartheid era
and new investments made since the transition in 1994.

A range of initiatives has been introduced to address the backlogs initially
identified by the 1995/96 National Health Facilities Audit. These include
the strengthening of strategic and project planning to ensure that the
estate meets current and changing health service needs; a drive towards
an equitable and inclusive health service; strategies to address affordability
concerns, and initiatives to strengthen capital procurement processes.

Capital investment levels have increased significantly and are projected to
increase further over the current Medium Term Expenditure Framework

(MTEF). However, investment levels - for new capital and especially for the
operation and maintenance of the estate - remain suboptimal; that is, below
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the levels required to address the required changes and maintain the estate
at an acceptable level. Progress has been further constrained by the erosion
of staff over time and by challenges in attracting and retaining professional
and key functional staff in both the health and public works departments.

These features make it difficult to deliver quality health care that meets
community needs. More broadly, if the potential for improved health
outcomes is not realised, the Accelerated and Shared Growth Initiative
(AsgiSA) objectives of systematically reducing poverty and unemployment
may not be met. Since infrastructure is essentlal to healthcare delivery
and good public health, strengthened capacity to plan for infrastructure
delivery and maintenance, accelerated investment and coordination are
imperative.

INTRODUCTION

Recent political events resulted, among other things, In the appointment of a new Minister
of Health to the Cahinet. Minister Barbara Hogan has committed herself to the transformation
of the South African public health service within five years. This, and a more proactive
approach to addressing the HIV/Alds pandemlc and its treatment could bring about significant
changes In this lagging sector(i), This chapter, written before the change of leadership in
September 2008, should be read in the light of these more recent developments.



Physical infrastructure Is an
integral part of an inter-
connected, Integrated and
coheslve health system.

Physlcal facilities are key resources that need to be developed, aligned and managed as
part of an overall health system (see Figure 30). The goal of public sector health services
Is to meet the overall abjective of achieving the best health status for the population within
a system that is both responsive and fair. Government, In its defined stewardship role, is
mandated to provide the policy direction, supporting legislation and management structures
to enable the design, management and operation of an approprilate service within the
available financial and resource constraints. Physical infrastructure is an Integral part of
this interconnected, Integrated and cohesive health system(z2).

FIGURE 30: HEALTH SYSTEM PERFORMANCE
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With a planned service life of half a century or more, physical buildings provide an anchor
for service delivery. While new facllities can be deslgned to reflect current technology and
thinking and even to anticipate change, technology (particularly medical technology) changes
much faster. A long planning and procurement lead time means that many new facllities
are considered out-of-date by the time they are commissioned.

Low rates of investment In the health estate In the latter part of the last century have
meant that much of the existing estate is old and In need of refurblshment and replacement.
Many older facliities remain a legacy of the apartheld policy framework. They are thus
elther Inappropriately located to support an equitable model of service dellvery, or
Inappropriately designed or sized to support optimal service delivery. Although the National
Health Facilitles Audit (NHFA) provided a first consolidated assessment of the health estate
In relation to the envisaged new policy framework in 1995/96, the profile has not been
updated and the current condition, sultability and level of legal compliance of the estate
have not been established.

In additlon to deallng with the legacy of an existing, outdated estate, health facllity planners
need to address the infrastructure Implications of the new burdens of HIV/Alds and drug-
resistant TB, a high rate of Infectious diseases assoclated with low income, develaping
communities, an increasing rate of lifestyle-related diseases associated with a growing
middle class, and a high rate of crime and accident-related trauma.

The public health estate in South Africa Is made up of a.substantial portfollo of some

4 000 facllitles, occupylng a combined gross area In excess of 10 million square meters
and a replacement value (buildings and equipment) in excess of R160 billion. South Africa
Is scheduled to invest R18.1 billion In the development of capltal assets in the public health
sector over the 2007/10 MTEF period, OF concern, however, is whether this Investment is
sufficlent to effect the required changes to the alignment of the estate, enable an improved
service and ensure Its ongoing serviceability.

Investing In capital Infrastructure implies a commitment to long-term life cycle funding and
to maintaining and operating Infrastructure. Studies indicate that current Infrastructure
Investment levels (capital and maintenance) are below acceptable benchmarks and that
there [s little likelihood of increasing funding significantly. Thus the overall affordability of
the current estate needs to be questianed as part of an Integrated strategic review of
service and infrastructure policy.



The Natlonal Treasury has shown Itself willing to invest larger amounts in health
infrastructure(3). However questions have been ralsed about the capacity of government
and the broader construction sector to use current and potential additional funding to best
advantage. This issue Is being partlally addressed through the Introductlon of the
Infrastructure Dellvery Improvement Programme (IDIP)(4)(5) whose alm it Is to Improve
enabling systems and processes and to develop capacity In the sector.

The lack of appropriate, nationally consistent, current information on the health estate and
its performance Is a major constraint to infrastructure delivery and management and, by
extension, to health service delivery.

The next section ("Context and need for health care Infrastructure’) offers a revlew of the
context for health service delivery, linking heaith status and the need for infrastructure,
touching on policy and relevant legislation and analysing the exIsting health estate in South
Africa. The subsequent section, '‘Budget allocations to health infrastructure’, analyses and
critiques current Infrastructure-related caplital, maintenance and operating cost investment
and expendlture patterns. ‘Health Infrastructure delivery: constraints and enabling
mechanisms' reviews the current constraints - such as Internal and external sector capacity
to effect delivery and management and current Initiatives such as the IDIP.

While It Is recognised that local authoritles are slgnificant role players in public health
service dellvery, the study has focused on services at provincial and national levels, which
encompass the bulk of public health Infrastructure.

CONTEXT AND NEED FOR HEALTH CARE INFRASTRUCTURE
The determinants of health status and the role of infrastructure

The quality of human IIfe is Inextricably linked to the state of the physical and socio-
economic environment (See the focus note in this sectlon on the relationship between the
environment, development and health and education status)(s). The impact of climate
change on the southern African region is expected to be severe(7), leading to crop failures,
Increased migration and poverty-induced settlements. This will affect the locus and type
of health service and infrastructure required.

Disease burden

In the developing world, morbidity and mertality are most commonly related to infectious
and parasitic diseases (43 per cent), followed by clrculatory diseases (24 per cent). In the
developed world, circulatory diseases (46 per cent) and cancers (21 per cent) are the most
frequent causes of mortality, while infectious and parasitic diseases account for only one
per cent(8). Perinatal and maternal causes follow the same pattern, with 10 per cent mortality
in developing countrles against one per cent in the developed world(s). Developmental gains
lead to a change In morbidity towards diseases associated with lifestyle, and a different
profile of patients with different treatment and different Infrastructure requirements.

South Africa faces a triple burden of disease. As a developing country, there is a high
incidence of Infectlous dlseases, a growing burden of Iifestyle diseases assoclated with a
society in transition and a high incldence of trauma(io). However, the most pressing health
burden In South and sub-Saharan Africa Is the HIV/Alds pandemictin). This poses particular
problems for the health Infrastructure as high numbers of patients require hospitalisation
for HIV/Alds or opportunistic co-Infections and displace those requiring other care.
There is also Increased pressure on outpatient care, particularly at primary health level,
as the rollout for ARV treatment expands.

The tubercolosis (TB) epidemic In South Africa - with an Incidence rate of 285/100000 In
2004(12) - Is one of the worst In the world. There is a high co-infection rate with HIV/Alds
and a high correlation between the two epldemics(i3). There are currently estimated to be
10 348 multi-drug resitant tubercolosls (MDR-TB) cases In South Africa, an incidence rate
of 21/100 00004)(15), Due to the extreme Infectivity of MDR-TB and extenslve drug resistant
tubercolosis (XDR-TB) patients throughout thelr treatment and the extended treatment
required, new separate treatment centres of specialised design are required, as are
precautionary measures In existing facilities¢is).

The lack of appropriate,
natlonally consistent and
current information on the
health estate and Its
performance Is a major
constraint to Infrastructure
delivery and management
and, by extension, to health
service delivery.
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the Incidence rate or the
prevalence rate of a disease
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Multi-drug resistant
tuberculosis (MDR-TB) is a
form of TB that is resistant
‘0 two or more of the primary
irugs, This Is called acquired

drug resistance.

MDR generally occurs when
there Is Inadequate
reatment or Improper use of
medication. XDR-TB, or
extenslve drug resistant TB
also referred to as extreme
drug resistance) is MDR-TB
‘hat Is also resistant to three
r mare of the six classes of
second-line drugs.

Drug resistant forms of the
disease take longer to cure,
and require more and more
expensive drugs to treat,
3esldes the added time and
expense required for
reatment, cure rates are low
and fatality rates high.

Improved housing and
Increased electrification
reduce the poverty-related
Incidence of diseases such
as tuberculosls,

iouth African health faclilties
nust be designed to provide
both for the high rate of
Infectious diseases
tharacteristic of a developing
soclety, and the emerging
needs of chronic lifestyle
diseases assoclated with
developed societies and
a high level of trauma
and Injurles,

Increased migrationti7), coupled with climate changeqs), is changing the spread of infectious
and parasitic diseases and the range of vector-horne disease. Changing weather phenomena
have led to changes In epldemlology in South Africa, particularly with respect to malaria
and water-borne diseases such as cholera.

Rapid - and in many cases inadequately controlled and regulated - growth Is raising levels
of pollution and environment-related diseases. The Impact is most severe in historically
disadvantaged urban and rural areas and Informal settlements, particularly those close to
very contaminated areas and where household heating and cocking Is dene with fossil-
based fuels. Investment in cleaner forms of electricity generation s required to reduce the
negative Impact of alr pollution. Improved housing and Increased electrification reduce the
poverty-related incidence of diseases such as tuberculosists), supporting the need to invest
In basic Infrastructure in order to improve health status.

While there have been significant gains in water supply and sanitation to households,
inadequate maintenance of sewage treatment, water purification and reticulation systems
in many municipalities - coupled with unmanaged run-off from industria! areas and informal
settiements - have led to the severe deterloration of fresh water sources and water supply
and to reported outbreaks of water-borne diseases(zo).

Health facilities, if inadequately designed or poorly managed, can also contribute to the
disease or accldent burden. Risk assessment studles are required to establish where risks
are unacceptably high and where preventive action, elther administrative or infrastructure-
related, should be Introduced,

Special programmes

In addition to the challenging demands of the current health environment, provision is being
made for other speclal programmes. The 2010 FIFA World Cup requires the host country
to ensure the avallabliity of a fully comprehensive medical service, Including 24-hour medical
treatment and disaster management. The World Cup programme includes the upgrading
of existing facillties and emergency medical services In the nine cities In which games will
be playediz1). The prioritisation required for this process may not necessarily align with
what Is required for service transformation.

In summary, South African health facilities must be designed to provide not only for the
high rate of infectious diseases characteristic of a developing society, but also for the
emerging needs with regard to chronlc lifestyle diseases assoclated with developed sacieties
and a high level of trauma and Injurles(2a). Infectious diseases characteristically require a
high allocation of space for medical care, where the high trauma load requires additional
casualty, surgical and rehabllitative space. The need for Inpatient care Is exacerbated by
the impact of HIV/Alds and the emerging requirement for long-term speclalised care and
new facilities for MDR-TB patients. At primary health level, specific additional services and
space are required for HIV/Alds detection and treatment. There Is ongolng debate about
the extent to which this should be Integrated into existing primary healthcare facilities or
whether additional separate Infrastructure should be provided.

The leglslative framework

The mission of the Department of Health Is to promote the health of all people in South
Africa through a caring and effective natlonal health system based on the primary healthcare
approach(23). The current focus of the Department Is centred on the five priorities that
underpin the national health system, namely:

- Developing service transformation plans

- Strengthening provision of human resources
- Strengthening physical infrastructure

= Impraving quality of care

- Strengthening priarity health programmes (with a key focus on promoting healthy
lifestyles, implementing the TB crisis management plan and the accelerated prevention
af HIV)(24).

The Integrated Health Planning Framework provides Information on strategic planning and
support to natlonal and provinclial health departments, to help them prepare coordinated
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health service transformation plans. These plans provide the service framework and review
health needs agalnst avallable resources (finances, infrastructure and staffing).

Infrastructure-related legislation

Other key legislation that will affect the planning, management and operatlon of physical
Infrastructure includes the Government Immovable Asset Management Act (GIAMA)(25),
the Occupational Health and Safety Act (OHS)26), the Natlonal Bullding Regulations (NER)
and Treasury regulations.

GIAMA clarifies the respective roles of the health and public works departments In relation
to the management of Immovable assets, providing a consistent framework for the acquisition,
operation, management and disposal of such assets. This will have significant Implications
for the health sector as the current structures and division of responsibllities may need

to be reviewed. Government has introduced two targeted Initiatives - the Infrastructure

Delivery improvement Programme and the National Infrastructure Maintenance Strategy
- to address specific weaknesses in the delivery and management of government property.

Clear guldelines and performance and design standards are set out in the OHS Act and the
NBR, providing for the health and safety of those at work and for the safe use of plant and
machinery, However, compliance Is neither strictly monitored nor consistent.

The specific infrastructure-related norms and standards envisaged to support the National
Health Act have yet to be developed and published. The outdated R158(27) and SAHNORMS(28)
regulatlons are still In force. This presents a serlous obstacle to the quality assurance of
infrastructure provision in the sector, and increases the requirement for expertise in briefing
and design processes,

AsgiSA in the public health sector

Investment In health infrastructure should translate Into improved health outcomes, and
play a key role In meeting the AsgiSA objectives of reducing poverty and inequality(29).
Another link between the overall objectives of AsgiSA and the public health sector
Infrastructure refates to the opportunities created around infrastructure development to
support sustalnable socioeconomic development and growth. To translate this into sustalnable
Job creation opportunities, constraints in skills will be addressed by the Joint Initiative for
Priority Skills Acquisition (Jlpsa) Initlative.

Jipsa defines the priority skllls that qualified and experienced people require to fill particular
roles/professions, occupations or speclalisations in the labour market, with a view to
addressing shortages. While management and planning skills In health (and education) were
Identified as requiring attentlon, these were to be priaritised during the second Jipsa phase
from December 2006 and reports of progress have yet to be published. However, artisan
skills for building maintenance are not identified in the Jipsa report{30). Moreover, It will
be some time before these programmes have an impact on the industry.

Existing health estate In South Africa

There are currently well over 4 000 public health facilities in South Africa (Table 19).
Although the alm Is for a more equitable, accessible, affordable and effective service(31),
any changes need to acknowledge and develop out of the existing estate. This section will
provide an overview of the existing estate and touch on Issues related to its fitness for
purpose (functlonal sultabllity) and fitness for service (primarily related to conditions and
legal compliance).
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TABLE 19: POPULATION BREAKDOWN 2001, 2006, 201, 2016

2001 2006 2011 2016

Populatian {milllons) 47 480 503 518
Rate of natural Increase (3b) {1) 14 09 06
Life expectancy at birth 1) 512 501 480
Age distribution: %5 years 319 293 212
Age distribution; %565+ years 41 46 4.6

me:mlél;oerl ls-':r, E?Ji periods leading up lo the year shown

There are currently two main central registers of health facilitles in South Africa - the
District Health Information System (DHIS) database and the Integrated Strategic Planning
Framework. Most provinces also have their own Immovable asset registers, The databases
show significant differences In the number of facilities, however, Table 20 Is based on
DHIS data.

TABLE 20: NUMBER OF PUBLIC AND PRIVATE HEALTH FACILITIES IN SOUTH AFRICA

Eastern  Free  Gauteng Hwatz;u%ui limpopo Mpuma-  Northern  North  Western  Total
Hata

Cape State langa Cape  West Cape
Primary health care facifities
Mobile clinfes 140 W2 50 153 126 76 32 94 9 883
Cllnlcs 683 231 307 547 L] 231 18 286 263 30m
CHCs 32 35 Kk} 15 27 36 20 51 64 n
Total PHC
facllities ns 266 340 562 438 267 138 w Z7 33N
Public hospitals
District 61 25 9 40 33 PE] 24 19 /W
Regional 9 5 12 94 5 3 1 = 5 54
Provincial = 1 - F3 2 2 1 4 2 7]
Tertiary - 1 4 1 - - - - 3 g
National
Tertiary 19 3 10 19 4 6 3 2 18

Special

84
Publlc hospitals 89 35 35 76 44 k] 29 25 6 48
Usable’ 13421 4970 15317 23833 8431 5040 1988 4849 10021 87870
public beds

205

Planned beds 151 “2 438 K]0} 73 148 69 194 164

Source: DHIS, Juna 2007
Hote L Glher public heallh facifTies not included above Include nursing colleges, forensic mortuares, oflices, emergency services depols and cenlral
slores, laundries and kitchens

Private ) 12 B2 R 1 8 [ 4 5 al
hospitals

Private 1488 2016 13558 K):F) 455 1021 1922 3% 4272 28834
Egsdgltal

Source: Wilbury & Claymore Database, 2007

Other health facilities Include nursing colleges, resldential accommodation off hospital sites
(houses and residences) and central support services. There are also discrepancies between
data sources on the number of beds as well as different definitions of beds(32). Table 21
lllustrates the difference in area per bed, using planned and usable hed definitions.

TABLE 21>




TABLE 21: COMPARISON OF WESTERN CAPE HOSPITAL, BED AND AREA PER BED
DATA ILLUSTRATING BED REDUCTIONS MADE THROUGH THE RATIONALISATION
PROCESS AND THE IMPLICATIONS THEREOF ON AREA/BED

1996 2007 2005 2010

NHFA DHIS* Current 2010 PLAN
Hospitals 59 61 42 44
Gross area (mY) 1509294 1252 625 1401997 1436 497
Planned heds 15010 < @ 12190
Gross area/bed (m?) 101 - - 118
Usable beds 12957 10021 8672 9003
Gross area/bed (m?) 16 125 162 160
*Esiimated area
Sources: NHFA, 1996, Westem Cape 2010 Plan

Since 1998, an overall Increase has been reported in the number of public and private sector
hospitals, with a reported decrease in the number of (usable) public sector beds and an
Increase in the number of private beds (Figure 31). A reduction In usable beds does not,
however, translate into less space used (Table 21), and pressure can be applied to challenge
the practice of appropriating the excess space created by closing excess usable beds by
introducing a 'user pay’ principle(33). The introduction of this principle In the United Kingdom
led to the far more efficient and cost-effective use of space in the health sector. Once an
enabling environment and informatlion systems are in place, this practice may deliver
benefits In South Africa.

FIGURE 31: TRENDS IN THE NUMBER OF PUBLIC AND PRIVATE SECTOR USABLE BEDS
IN SOUTH AFRICA, 1998 - 2006
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The result of the ongoing Increase in the number of private beds Is that there are significantly
more beds available per 1000 population for private patlents (mostly privately Insured)
than for those being hospitafised in the public sector. Figure 32 shows the proportion of
hospitals, beds and population served(34) by the public and private sectors in South Africa.

FIGURE 32>
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FIGURE 32: COMPARISON OF PUBLIC AND PRIVATE SECTOR SERVICES, 2006
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Valuation of the estate

The madern equivalent replacement cost (modern equivalent asset or MEA) is an Important
base valuation. it provides a method of establishing a uniform, comparable estimate of the
cost of buliding all exIsting facllitles - regardless of age, locatlon, size or complexity - using
current construction costs and technology(3s), The MEA, together with the current condition,
functional sultabllity and usage profile of facllities, are key data requirements for strategic
planning and budgeting. In order to calculate MEA, a basic and consistent set of data(3s)
for all facilities should be collected in a consistent manner. This data set would also provide
an essential resource for Immovahle asset planning and management, as well as for
performance benchmarking through the full asset life cycle,

In the absence of a sultable official valuation of the estate, the following estimate of MEA
(Table 22) Is made. This is based on available Information from DHIS, average facllity areas
used for planning purposes and current construction rates for different types of facilities
and levels of care(37). There is no current formal replacement valuation of all medical

equipment in South Africa as there Is no consolidated equipment asset register. An estimated
average figure of 30 per cent of bullding costs can be used for all equipment(3a). i
The resulting calculations show an estimate of MEA of R124.1 billlon for buildings and }
infrastructure and R37.2 billion for equipment. Adjusted for excluded facilities(a9), the full |
value of capltal assets Is likely to be between R180 and R200 billion,

TABLE 22: ESTIMATED MODERN EQUIVALENT REPLACEMENT COST OF PUBLIC | |
HEALTH CAPITAL ASSETS, 2007 Source: CSIR, 2007 using DHIS facility and bed data 1 |

Eastern  Free  Gauteng Hwaﬁu{ui Limpopo.  Mpuma-  Horthern  North  Weslern  Total
ata

Cape  State langa Cape  West Cape 1

Estimated modern equivalent replacement cost (MERC) for public health facilities |
Clinics 254 B854 1,891 269 1772 854 436 1057 1458 13542 '
CHCs 591 646 (11 an 499 665 369 942 1313 5980
Hospitals 14495 5368 20954 27456 7588 4536 17689 434 18038 104567

Immovable
assels{l) 17610 6868 23522 30428 9859 6055 2595 6363 20809 124108

%oftotal 14 6 19 25 8 5 2 5 7 100 |
Ratlos: |
PHE facllitles j
Totalimmoy- 18 22 n 10 23 Fid} k|| k]| 13 6
able assels
astimglled replacement cost of equipment (movable assets)

ovable

assels(2) 5283 2060 7057 9128 2958 1816 78 1909 6241 T2
Tnl?tl31 22893 B928 30579 39557 12 816 i8n 3313 8z;2  Zr0m2 161341
cap
assels

Notes:

1. Based on planning area per funcdional unit (consulling room or bed) for PHC and haspilals and rales per m2 for diflerent facifily lypes

£ An eslimated vafue of 30% of MERC has been used for all movable assels Intiuding medical devices, information systems and all furnilure
3. Yaluzs Include professional fees and VAT :




By adjusting the MEA to account for the current condition of facilities, the depreciated
replacement cost (DRC) Is obtained. The cost, together with the condition profile and the
MEA, can be used to arrive at an accurate estimate of the maintenance budget and condition-
based backlog. This Is developed In more detall in the sectlon on ‘Budget Allocations to
Health Infrastructure’ below.

Profile of the public health estate

Another measure of the estate is to gauge whether the facillties are appropriate to the
function required (*fit for purpose’) and whether they provide an optimum and safe
environment for service delivery (‘fit for service’). Determining whether a facility [s fit for
service requires an assessment of its current conditlon, constituent components and level
of statutory compliance. Apart from the 1995/96 NHFA, there has been no consolidated
assessment of health Infrastructure in South Africa, though a few provinces have updated
their own or refied on sample assessments.

The NHFA recorded consolidated condition, functional sultability and use data at 434 pubilc
hospitals and 108 community health centres - at facllity, regional, provincial and national
levels. The study found that the average condition of the facilitles was 3.6 on a scale of
1{worst) to 5 (best)(40), where 3 is suggested as the minimum acceptable level(41). Overall
there was slgnificant variation between ratings on the conditions of facllitles. Utiilsation
rates(42) ranged from 78 to 129 per cent across provinces(43). Backlog maintenance was
assessed at 34 per cent of the replacement value of the estate at that time.

There have been other studies of sections of the estate. Recently, the South African Human
Rights Commission found significant variations(44) In the guality of services and Infrastructure
across the estate. While some facllitles, even in deep rural areas, are "well managed and
maintained", their general Impression was of an underfunded system struggling to cope
with the demands made upon it. Many managers referred to budget limitations that were
constraining thelr plans to Improve service delivery and fill vacant posts. There was a
general sense that, although hospitals are functional on the whole, they require improvement.
Many facliities “are dilapldated, run down and overcrowded, and long queues are common*(45).
Rural facllities were found to be in a poorer state than urban facilities, and patient rights
to privacy were often compromised by overcrowding or Inadequate design. Many managers
called for systematic and ongoing hospital monitoring and evaluation.

Ratlonalisation of the estate

There have been significant changes in the public health estate since 1994. While there is
no consolldated record of change, provinces have seen the closing of duplicate facllities,
rationalising the location of facilities and the level of care, the construction of some fully
new hospitals, health centres and clinics, and the introduction of the district health system.
Provinces have Individual strategic plan frameworks (e.g. the Western Cape, Healthcare
2010 Plan) at different stages of development. However, it is not possible with the avallable
information to quantify change to the health estate - either backward or forward looking
- since the last audlt on a natlonal basis. A reassessment of the condltion and suitabllity
of the estate Is urgently required.

BUDGET ALLOCATIONS TO HEALTH INFRASTRUCTURE
Benchmarking health sector budget allocation

South Africa currently invests some 8.3 per cent of its Gross National Product (GNP) in
public and private sector health services. This Is simllar in total to the pattern In some
developing and developed countries (Figure 33) and greater than in a range of developing
countries, In total, South Africa currently Invests 11.5 per cent of government expenditure
on health(4s), lower on the whole than that spent In developed countries with less need for
competing Infrastructure and social development investment. There is, however, substantlal
Inequity In spending and access to services between the public and private sectors in South
Africa: 3.3 per cent of GNP (or 40 per cent of total health expendlture) Is spent in the public
heaith sector (catering for 85.2 per cent of haspitallsation and 64.2 per cent of primary
healthcare - see Figure 35), while 5.0 per cent of GNP (60 per cent of total health expenditure)
Is spent on private health services that serve only 14.8 per cent of hospitalisation needs
and 35.8 per cent of primary care(47).

The Human Rights
Commisslon recelved a
general Impression of the
health estate as an under-
funded system, struggling tc
cope with the demands
made upon it
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FIGURE 33: HEALTH EXPENDITURE AS A PERCENTAGE OF GNP AND OF GOVERNMENT
EXPENDITURE FOR SELECTED DEVELOPING AND DEVELOPED COUNTRIES, 2003
Malawi el 91
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o India 39
i Ghana 50
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Nole: There Is a discrepancy between WHD figures and Treasury Rigures for health expenditure: over the parind 003410 health
) expendilure is expected to range belween T1.2% and 11.6% af the fotal government budget (Treasury 2007)
| Source: WHO, 2006
FIGURE 34: PUBLIC/PRIVATE SECTOR HEALTH SERVICE ACQUISITION AND
EXPENDITURE IN SOUTH AFRICA Source: SAHRC 2007
Health expenditure in South Africa Health service acquisition
(Percentage of total expenditure) (Percentage of population)
4B
210 . T 42
: Public sector health care 1 Public health care services
171 0ut-of-pocket primary care (privale) “1 Mostly private PHC, public hospltafisation
| Private sector health care (medical schemes) Medical scheme health services
|
Performance benchmarking The disparity in health spending between countrles at different levels of development is
’Eiwuld be set against simllar more evident when viewed as expenditure per caplta (Figure 35). In total, South Africa
‘» developing countries, and spends over 10 times more per capita than less developed countries and between five and
.| nmorms, standards and 10 times less than developed countries. In terms of government expenditure, South Africa
/| guldelines that are spends about eight times less per capita than the sample of developed countrles shown in
Y _apprepriate to focal Figure 35. While planners and policy makers in South Africa need to take cognisance of

1 circumstances should be

‘i developed.

Infrastructure norms and standards in developed countries, performance benchmarking
should be set against similar developing countrles, and norms, standards and guidelines
approprlate to local circumstances should be developed.

FIGURE 35>



FIGURE 35:; HEALTH EXPENDITURE/CAPITA, 2003
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Over 85 per cent of the population relies on public sector hospitalisation; of these, 64 per
cent rely entirely on the public sector and 21 per cent obtaln most primary healthcare

services from the private sector. The remaining 14.8 per cent are medical scheme beneficiaries,
who recelve services directly from the private sector. In cantrast, fully 60 per cent of health
spending Is in the private sector(48). While there is a measure of averlap in service provision,
this chapter focuses on Issues related to expenditure in the public sector.

Current public health Infrastructure budget allocations

Annual spending on the full public health sector has grown above inflation since 2002/03
(Table 23} and this growth Is set to continue. Funding allocated to capital investment has
grown and Is projected to grow substantially through the 2007/10 MTEF {medium-term
expenditure framework) perlod, Increasing 2,74 times against the 1.92 times for health
averall over the seven year framework period(49).

TABLE 23: TOTAL PROVINCIAL HEALTH AND CAPITAL ASSET SPENDING OVER THE

2007/08

2008/09

2009/10

2003/10 MTEF PERIOD
2003/04  2004/05
Actual and budget payments (R million)
National budget 328709 368541
Total health 37939 41610
Provinclal health 36987 40599
Capital assets 2428 2693
Buildings, other fixed 2477 2682
structures 1436 1580
Machinery and equipment 991 1102
Anpual growth (%)
National budget 1121
Tolal health 109.7
Provinclal health 109.8
L‘aPIlal assels 109
Bulldings, other fixed 100
structures
Machinery and equipment mz
Construction Infiation (BER) 142
Ratlos (36)
Total health: National budget 115 13
Capital: Provincial health 6.6 6.6
Bulldings: Capital assets 592 587

2005/06 2006/07°
416760 474230
481 5479
4716 53648
3844 4685
84 4657
1914 2992
1867 1665
AN 1
157 138
6] 139
u21 e
249 156
1694 892
moo

16 6

82 87
53 639

533813
60586
59252

5496
5466
3320

216

1126
0.6
1104
m3
mno

1289
140

13
93
604

594198
66 340
64939
5971
5941
3751

2190

13
1095
109.6
1086

13.0

1021
126

12
92
628

12
9.4
621

* Preliminary outcome
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Capital asset funding is divided roughly 60/40 Into allocations for buildings and other fixed
structures (immovable assets) and machinery and equipment (loose assets, primarily medical
equipment). A relatively higher investment in Immovable assets Is projected over the MTEF
perlod. Measured In real terms against the construction price Increase(so) over this perlod,
growth In the allocation to immovable assets (fixed Infrastructure) Is 86 per cent and,
factoring In population growth, real growth of 77 per cent Is projected.

The provincial health infrastructure budget (capital asset) allocation Is made up of three
components: an allocation fram the provincial equitable share budget, the Provincial
Infrastructure Grant (PIG) and the Hospital Revitallsation Grant (HRG). While the PIG and
HRG are targeted and must be spent on capital projects, *equitable share' Is discretionary
and is allocated by the provinces. Figure 36 [llustrates the relative growth of the HRG
against the total capital allocation and the sum of the PIG and equitable share (other) over
the 2003 to 2010 MTEF period(51).

FIGURE 36: RELATIVE GROWTH IN HOSPITAL REVITALISATION GRANT AGAINST TOTAL
‘;A"'T“'- ASSET ALLOCATION = PIG & Equitable share - Revitallsation
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Funding for ‘narmal work' on health infrastructure - Including the provision of new facilities
to address population growth, the replacement of facilities that have reached the end of
thelr life cycle and the repalr and malntenance of existing facilities - should generally come
out of the equitable share and PIG. An estimated figure of R1 207 million Is invested in
bulldings and equipment in the 2007/08 financlal year, equivalent to nearly 22 per cent
of the capital investment. This Includes provision for minor caplital work.

Hosplital revitalisation grant

The hospital revitalisation grant or HRG is targeted as a special, additional strategic national
Investment grant over and above ‘business as usual'. it Is directed towards developing an
Integrated and wholly transformed service delivery environment by recapitalising hospital
Infrastructure and equipment. It also aims to ensure that hospita! management and monitoring
systems, processes and staffing can support quality health services in line with natlonal
policy objectives(s2). Initiated In 2002, the HRG now accounts for nearly of a third of
Infrastructure related expenditure.

In addition to the PIG and HRG, there are other more focused health-funding grants, including:
- The Comprehensive HIV/Aids Grant
- The Health Professions Tralning and Development Grant

= A grant for the restructuring and recaplitalisation of Emergency Medical Services,
Including the development of alr ambulance services

- The Natlonal Tertiary Services Grant to compensate for cross-boundary tertiary service
provision




- The transitional Forensic Pathology Services Grant to support the transfer of forensic
pathology services from the South African Police Service.

In all of these, there Is a capital component with a further split between infrastructure and
movable equipment. The Immovable asset component varles between grants. It Is llkely
that the component for Immovable assets in these grants is limited; the capital allocation
within the tertiary services grant, for example, is focused on health technology or
equipment(s3).

Although primary healthcare is the cornerstone of government health policy, there Is no
dedicated fund at present for the development of primary healthcare infrastructure.

A component Is to be addressed though the national HIV/Alds grant, but this more often
involves the additlon of special Infrastructure for the rollout of the ARV programme.
Substantlal capltal project-related work in the primary healthcare field Is required, with the
consolidation of local authority and provincial primary healthcare services and Infrastructure.

Revlew of capital budget allocations

While the Hospital Revitalisation Programme (HRP) has focused attention on and increased
the actual investment levels In capltal assets, the total amount allocated to capital - and
particularly to bulldings - is still relatively small In relation to the full extent of the existing
estate. The R3.3 billlon bulldings investment planned for 2007/08 (Table 24) against an
estate of R124 to R140 billion (Table 22} Implies a 37 to 42 year reinvestment turnaround
time for the full estate, assuming zero growth and the same level of service. Assuming,
however, that the estate should grow in line with the current 1 per cent annual population
growth and the same level of service, the turnaround time will Increase to 100 years.

The targeted 20-year period(s4) for full estate renewal for HRP(55) Is therefore an unrealistic
expectation at current actlvity and investment levels.

TABLE 24: ANALYSIS OF THE PROPOSED CAPITAL ASSET INVESTMENT COMPONENT
FOR THE 2007/08 FINANCIAL YEAR IN RELATION TO MERC

Eastern  Free Gauteng Kwaﬁutui Limpopo.  Mpuma-  Northern  North  Western
ata

Cape Stale langa Cape West Cape

Primary BlM3 3643 12052 13413 6096 3585 1460 3755 7095 59252
appropriation

health vote

Capital assets Q7 205 1094 1185 T kkr 220 n 454 5496
(appropriation)

Bulldings &other 632 141 719 495 439 185 193 245 10 3320
fixed structure

Machinery & 25 63 376 690 248 152 26 132 B4 2146
equipment

Other - - . . ki - . . - 30

Bullding

grpmpﬁaﬁnn a5

capitalassets 697 69.0 657 418 613 549 80 649 594 604
appropriation

Capital assets I 56 91 88 ne 94 150 100 64 9.3
appropriation as .

prima

appropriation

Capitalassels  welD 6868 23522 30428 9859 6055 2595 6363 20809 124108
(MERC) (Table 22)
Bullding 36 21 a 16 45 a1 14 kL] 13 21
ggnwpriaﬂnn as

MERC

Years to replace 28 49 kK] 61 22 33 1 26 I Elg
full estale: no
growth

1% growth 100
Source: Pravinclal Appropristion BIlls for 2007/08 financial year; Provinclal Budgels & Expenditure Revlew, 2003004 - 2009/10; CSIR MERC estimates

Although primary
healthcare Is the cornerston
of government health policy
there Is no current dedicate:
fund for the development o

primary healthcare
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The amount invested at a provincial level In relation to the MEA of the provincial estate
varies considerably, Table 24 shows the pravincial investment together with building
appropriation as a percentage of MEA and the estate turnaround time at the current
investment level. Provincial turnaround time at the current level of Investment and zero
growth varles between 13 to 77 years(se). Glven the poor condition of the existing estate
and the current population growth rate, the current level of Investment is insufficlent to
reform the estate materlally within an acceptable timeframe.

Table 25 refiects the provincial capital split for the 2007/08 budget and the HRG component.
Revitalisation varies between 21 and 79 per cent (Northern Cape) of the provincial capital
allocation, at an average of 35 per cent. While the variance in spending reflects current
project status, the average of 25 per cent reflects the growing importance of HRG as a
contributor to capltal spending. Without this additional grant, provinces would find it more
difficult to fund the required capltal investment. There may be a concern, however, as to
whether provinces are becoming overly rellant on a fixed-term funding source. Figure 37
shows the pattern of allocated and anticlpated expenditure for the HRG for the period
2003/04 to 2009/10. The overall pattern of the Increase In grant funding in all provinces
is shown, except for a reduction In Limpopo and a substantial additional funding allocation
in Gauteng over the MTEF period, reflecting changes in provinclal projects.

TABLE 25: PROVINCIAL CAPITAL FUNDING SPLIT, 2007/08

Eastern  Free Gauteng KwaZulu: Limpopo  Mpuma- Morthern  Morth  Western  Total

All figures Rm Cape  Stato Natal langa Cape  West Cape
Provincial capital 907 205 1094 1185 m 37 220 n 454 5496
Asset budget :
Revittalisatlun 241 90 503 268 148 108 k] m 192 1901
gran

Revitalisationas % 27 44 a6 23 2 32 19 47 42 kL

capltal asset budget

FIGURE 37: REVITALISATION FUNDING ALLOCATION FOR ALL PROVINCES FOR THE
PERIOD, 2004/05 - 2006/07 (ACTUAL) AND 2007/08 - 2009/10 (MTEF)
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Since Its Inception in 2003, eight HRP hospitals had been completed by March 2007 and
a further three were scheduled for completion in the 2007/08 financlal year. This represents
Just over two per cent of the total public sector beds in South Africa (Table 26). Of the

11 projects scheduled for completion by 2008, four are In Limpopo, where there are

56 per cent of total HRP beds.

TABLE 26 >




TABLE 26: SCHEDULE OF COMPLETED REVITALISATION PROJECTS, 2003/08

2003/07 Beds Completion2007/08 Beds

Eastern Cape Mary Theresa 248

Limpopo Jane Furse 252

Limpopo Lebowakgomo 241

Mpumalanga Piet Retief L]

Northern Cape Calvinia 35

Northern Cape Colesburg 35

North West Swartruggens 120

Western Cape George 265

Northern Cape Barkley West 42

Limpopo Dllokang 252

Limpopo n Nkhensani 363
1336

65T
Total beds 1993
Percentage of total public beds In South Africa 2.3

There were 48 HRP registered projects at the beginning of the 2007/08 financial year; the
current project status Is shown in Figure 38.

FIGURE 38: REVITALISATION HOSPITAL PROJECTS |

Revitalisation hospital projects
Hospitals at dilferent stages of delivery, 30 September 2007

1 Feasibility Design  ©Onhald ¢ Construction

Spending outcome

The patterns of spending against budget normally provide good Initial Indicators of spending
pressures and areas where capacity may be lacking(s7). It has not been possible with the
avallable data to do mare than a high-level assessment of capltal expenditure agalnst
budget for facilitles and equipment. Table 27 shows the relationship between the adjusted
capital appropriation and audited flgures. There Is significant variance In most cases,
generally with overall underspending and, In some cases, substantlal overspending.

This may be due, amongst other Issues, to the difficulty of allgning the capltal project cycle
with the budget cycle - including projects starting later than anticipated and overrunning
their expected duration, or differences between estimates and final project costs.

TABLE 27 >
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TABLE 27: BUDGET vs ACTUAL CAPITAL EXPENDITURE SHOWING UNDER AND OVER
EXPENDITURE, 2003/04 - 2‘005106

Eastern  Free Gauteng K'ﬁaZqui Limpopo  Wpuma: Nerthern North  Western  Total
3

Cape Stale Hat langa Cape  West Cape
2003/04: Facllities
Available 1 123 34 119 225 - 73 118 no10
Actual 368 105 359 154 227 1 30 64 127 1436
% wr 85 m 86 1] - 42 54 £} W
2003/04 : Equipment
Avallable 8 46 258 K[E] 133 183 18 68 102 1360
Actual 15 A 130 357 9 53 2 6 90 99]
% a9 73 50 96 69 29 65 93 89 13
L 2003/04: Total
Available 295 m 581 553 359 183 9 186 nZ 2590
Actual 528 139 4p9 511 319 55 42 127 ar 242t
% m 62 B4 93 a9 k)] 47 68 126 94
2004/05: Facilitles
Available 410 121 207 £ 224 Y| 58 128 226 1587
Actual 344 98 189 221 236 95 4] 133 222 1580
% 84 8l ] 126 105 26! 0 104 99 100
2004/05: Equipment
Avallable 34 86 289 394 m 21 &7 al 105 1444
Actual 21 15 w9 359 159 95 43 59 05 1102
% 78 i} 62 9 93 44 64 13 100 76
2004/05: Total
Avallable 445 201 496 569 39% 253 125 209 33 303
Actual n K] 368 581 395 190 B84 193 328 2682
% 83 B4 T4 102 100 75 67 92 99 88
2005/06: Facllitles
Avallable 433 18 320 389 355 150 115 116 200 2262
Actual w7 m 310 422 226 128 121 138 164 1973
% 62 94 103 109 64 B5 11D 19 B2 87
2005/06: Equipment
Avallable 26 67 521 642 146 15 40 92 152 1807
Actual 92 56 639 520 165 n 43 54 181 1867
% 356 B4 jril 8l 13 102 109 59 1 103
2005/06: Total
Avalfable 459 250 a47 1031 501 265 155 207 353 4068
Actusal 58 228 969 941 91 245 70 192 345 3,840
% 78 a 14 9 78 92 109 93 98 94
2005/06 MERC

2005/06:Totalas 19402 7491 26543 34164 072 6552 2761 6719 23168 137590
% MERC 185 305 365 216 165 315 614 283 149 219

Source: Nalional Treasury Pravincial Budget and Expendiiure Reviews: 2000/07, 2001/08, 2002/09, 2003/10 (Treasury 2004, 2005, 2006, 2007h)

Life cycle costs

The life cycle cost of facillties can be divided into two broad categories: capital and operating
(or current) costs. Capital cost includes the Initlal cost of fixed infrastructure, including
site acquisition, site and building development costsi&0), major renovations and additions
and the Investment cost of loose equipment. Operating includes all costs Incurred in the
operation of the facility and Includes both the service cost(s), as well as the cost of repairs
and components that need replacing In the course of normal use.

Flgure 39 illustrates the relatlonship between Indicative capital and operating costs.
Well-malntalned facilitles designed for functional efficiency and economy In operation,
and allowing for cost-effective change over time, will show lower life cycle costs than less
effectlve facllities. Inadequate maintenance will either reduce the life cycle or result in
substantially higher operating costs to compensate for more frequent and severe breakdowns.
Similarly, facllities constructed with poorly selected materials will require more frequent
and costly maintenance.

FIGURE 39 »
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FIGURE 35: FACILITY LIFE CYCLE COST SHOWING THE RELATIONSHIP BETWEEN
CAPITAL AND OPERATING COSTS
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Capltal Investment needs to be seen not only as a once-off commitment at the beginning
of the design life, but also as a recurring need through the full life cycle of the facillty.
Simllarly, planned preventive and unplanned maintenance need to be viewed as ongoing
financial commitments - from Initial commissioning through to eventual disposal of the
asset. Life cycle asset management strategies and data are required to support this dynamic
environment, In order to maximise the operational service benefit from initial and ongoing
capital investment. Policy embodies this increasingly, but to a suboptimal extent, and often
at the cost of increasing and duplicating administrative processes (e.q. IDIP, GIAMA).

Infrastructure and equipment maintenance

Malntenance Is a critical yet often under-recognised and chronically under-resourced facet
of health service dellvery. Facliities that are pooriy maintained not only Impede the successful
dellvery of health services, but also significantly increase the level of risk to patients

and staff, ralse service costs and reduce the service life of facilities and equipment.

This subsectlon deals with the maintenance of immovable assets (buildings and infrastructure)
and equipment malntenance (medical devices, computer systems and all furnlture).

Maintenance budgeting

The decislon as to what allocatlon to make for maintenance Is taken at provincial level and
is informed by the national target framework of three ta five per cent of the hospital
(operating) budgettsn. This Is Interpreted In some provinces as a percentage (e.q. three per
cent In Gauteng) of the primary appropriation for health. However, as shown in Table 28(a1),
there Is significant variation In the allocation (from 0.5 per cent to 3.2 per cent)(s2) when
seen as a percentage of the primary health appropriation.

This basis for malntenance budgeting(63) Is arbitrary and at odds with best practice models.
A more appropriate guideline Is to relate the malntenance budget to the current replacement
value (MEA) of the estate, The Federal Facllities Councll in the USA suggests a guidellne
of between two per cent and four per cent of the current replacement value of the
estate(s4), This is seen as an absolute minimum and presupposes that the estate is In good
condition(es)(e6). This is similar to a flgure that comes from United Kingdom practice In the
1980s and Is widely seen as an industry standard for acceptable maintenance.

TABLE 28 >
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TABLE 28: PROVINCIAL CURRENT EXPENDITURE (PRIMARILY MAINTENANCE)

ALLOCATIONS, 2007/08
Al figures Eastern  Free Gauteng KwaZule- Limpopo. Mpuma- Northern North Western Total
R million Cape  Sfata Natal langa Cape  Wast Cape

Primary a[g:mpdatlun:
Health vol 8143 3643 12052 1343 609 3595 1460 3755 7095 59252

Health facililies 630 79 1092 1084 510 250 20 302 369 4626
management
(programme 8) (1)
FM as % PA 1.1 49 9] 81 84 6.9 144 8.0 52 18
Current (programme 8- 103 k)] 384 298 89 B 25 19 103 1126
malntenance) (2)
Engineering - - - - - 9 2 35 k] 81
(programme 7.2}
Ma]‘rAt)e(r:lsnte estimate 103 38 304 298 89 i ri 4 139 1207
Maintenance 'A'as% PA 13 10 32 22 15 0.5 18 30 20 20
Hospital budgels 4334 2182 1226 7541 2750 1958 581 1737 3434 3AM3 ’
(programmes 2.9,
4,5) (4) {
Estimate of maintenance 87 43 145 151 55 39 12 35 69 634
from hospital budgets (4)
Adjusted malnlenance 189 Bl 528 448 144 56 38 148 208 1841
estimate (B}
Malntenance 'B'as%PA 23 22 44 33 24 16 26 40 29 A
Department of Works na na na na na na na na 18 -
health Infrastructure

support budliet (5)
Caplta ]asselva uatlons

ble 22)
Fix;eﬂégér)astmclum 17610 6B6B 23622 30428 9859 6085 2595 6363 20809 124108

Equipment 5283 2060 1057 9128 2958 1816 7ig 1909 6243 371232

Total capitalassets 22893 B928 30579 39557 12816 780 33713 872 27052 161341

Maintenance 'A' as % 04 04 13 08 01 02 08 14 05 01
capital assels

Malntenance'B'as% 083 050 173 m 12 on 14 179 on 1
capital assets

1. Includes budgets for current payments, transfers and subsldles and capital asset patlmems
2. No breakdawn for current payment as a part of the HFM allacation was avallable In the Eastern Cape or Mpumalanga 2007/08 Appropriation
Bllls, The same pen:mla]m were applled for 2007/08 as shown in the raspactive 2006/07 Bills.
k) !’lglud:ssjday ta day' malntenance gnalnhmam:a and minor capital works), scheduled malntenance, repalrs, rehabifitatlon from programmes
an

4. InWestem Cape an estimaled 2% of hospital budgels are used for 'day to day’ maintenance In addition to central suppart through programmes
72 and 8. A similar figure {to be confirmed) Is assumed for other provinces,

5. Oaly separated out in the Western Cape. The amount under engineering in the Western Cape Is used largely to fund the regional malntenance
workshops providing for both bulidings and equlpment.

6. Inall cases ex:e[fl pumalanga the Approprialion Bill figures are the same as in the Provincial Budget Expenditure Review. As & detalled
Appmpﬂagun Bi llnalﬁgg}[fvailahle far Mpumalanga, the figures in the Provinclal Budget Expendure Review were used In preference to the
summary figures in

Source: Provincial Appropriation Bils for 2007/08 financial year; Provinclal Budgels and Expenditure Review, 2003/04 - 2009/10; CSIR MEC eslimates

In addition to the 4 per cent guide for fixed hospital infrastructure, provision needs to be
made for the maintenance of equipment. As a gulde, a figure of 5 per cent of the replacement
value of medical devices Is suggested(s?). The maintenance requirement should, therefore,
be made up of the sum of 4 per cent of the value of buildings and infrastructure plus 5 per
cent of the value of equipment, or an aggregate value of 4.23 per cent of all capital assets.
Measured against the total value of capital assets, the actual maintenance budget In the
public health sector in South Africa is between 0.21 and 1.37 per cent of the MEA(s8) In
respect of maintenance estimate A, and 0.71 to 1.79 per cent of estimate B. '

As noted above, the four per cent Infrastructure and five per cent equipment benchmark

range assumes that the estate [s in good condition. Studies In Sauth Africa by the CSIR(%) |
show that there Is significant backlog maintenance In the health infrastructure estate,
The average condition of the estate is probably closer to 3.67 than In the desired fourtoflve
range, where normal planned preventive and statutory maintenance prevails (Table 29)

TABLE 29 >
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TABLE 29: BUDGET REQUIREMENTS FOR CONDITION-BASED MAINTENANCE AND
BACKLOG MAINTENANCE (CAPITAL WORK)

Condltion  Condition  Actionrequired  Malntenance Budgetrequired  Provision forunplanned maintenance

rating type a5 % MEC if malntenance deferred (%4)

5 Verygood  Preventive 2-3 0.75-125
maintenance Normal

4 Good  Conditionbased MCintEnance 4-6 15-25
maintenance

k] Fair Repairs Backlog 20-30 3-5

2 B Refabtaon RO 50-60 6-10

1 Verybad  Replacement capital) 100 10-20

Source: HeDullng 2005, KHFA 1996

TABLE 30: ESTIMATED PREVENTIVE AND CONDITION-RELATED MAINTENANCE BUDGET
REQUIREMENTS FOR HEALTH INFRASTRUCTURE AND EQUIPMENT

Allfiguras Eastern Free Gauleng KwaZulu- Limpopo Mpuma- Northern: Morth Western Tolal
R million Cape Stale Natal langa Cape  West  Cape

Bulldings and fixed 7610 6868 23522 30428 9859 6055 2595 6363 20809 124108
Infrastructure valuation
(MEC) (table 22)

qu{[tpgllenztzb;aluaﬂnn 5283 2060 1057 9128 2958 1815 78 1909 6243 37232

able

Bulldings and fixed

Infrastructure malntenance

Nugngl mtainlenanre 04 215 94 1217 304 242 04 255 832 4964

udget (1)

Additional unplanned m 69 235 304 99 6l 26 64 200 1241
maintenance budget
(deferred maintenance (2))

Equipment maintenance (4)

Preventive and corrective 264 103 353 456 148 a 39 95 312 1862
maintenance {5)

Backlog malntenance

(capital budget)

Buildings and 1585 618 am 2739 8ar 545 23 513 1813 110
infrastructure (note 3)

Equipment (note 4) 528 206 106 913 296 182 78 2] 624 3723

Total maintenance 145 446 1529 1978 641 394 169 414 1353 BO&T
budget requirement

Additional capital budget 213 824 287 3651 1183 127 i 784 2497 14893
(backlog maintenance)

Noles:

L Assuming a conservalive baseline figure of 4% of MEC required - see tabte 29 for guidefine range for malntenance bud eling

2 Assi%rtnmg 2N average condition of the estate of 3,6 and en additional 19 budget requirement to cater for unplanned condition-hased (Breakdawn)
maintenance

3. Assuming an average condition of the estate of 3.6 and a conservalive additional 6% capital budget requirement Lo cater for major repalr,
rehabllilion and replacement work. It may be possible 1o defer some of Lhis pending major revitalisation programme upgrades of replacement.
Howaver (he addiional provision for delerred malntenance would then need to be made.

4, E?ulpmenl Is made up of a range of movable assets including medical devices, compuler sysems, and medical and general office furniture. ANl
of these have different depreciation and degradation rates and different replacement cycles. Asa broad estimalion a Tigure of 5% of replacement
value has been used for mainienance and a replacement cycle of 10 years for backlog maintenance and replacement. As maintenance budgelin
has been well below target levels this igure is llkely to be very conservative as a hgher replacement cycle should be used to ensire accelerate
replacement of obsalele ar condermned equipment.

Source: Consofidated from information and quidefines suppiled by Or JJ McDufing, Dr B Remmelzwasl, M Pollula
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Malntenance budget spending

There are other key challenges to addressing Infrastructure maintenance, Including the
following:

- Budgeting on an annual basis Ignores the assaciated nature of capital and operating
costs(7n)

- It is common practice to defer maintenance In favour of more urgent reactive repairs
and renovation or other capltal work
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= There Is currently very limited coordinated maintenance planning

- There Is no formal means of establishing what maintenance budgets should be because
the budgets are not condition-based

= Very limited real, planned, preventive maintenance work is done

- There Is an acute shortage of technical skllls and experience, at technical, artisan,
and experienced management levels.

The recent introduction of the GIAMA will begin providing a formal framework for bulldings
and infrastructure-related malntenance planning. The Introduction of the NIMS initlative
provides a framework for coordinated planning linked with the GIAMA initiative. However,
much remains to be done towards establishing a praper framework at provincial and
institutional levels, and promoting a culture of Implementation for Infrastructure maintenance.

Unfortunately, without an adequate monitoring system, consistent definitlons or an update
an the actual condition of the estate since the NHFA, the extent of the maintenance backlog
remains speculative(72). Besides taking maintenance implicatlons into consideration during
the planning and construction phases, new or revitalised facllities need to be placed on a
planned preventive maintenance programme as soon as they are cammissloned, along with
the balance of the existing estate. Without adequate maintenance funding, the estate will
not be able to meet the 'fit for service’ objective through its full planned life cycle.

Improving outcome through facilities design

There Is a strong body of international, evidence-based research around the link between
health facility deslgn and health service outcomes. Evidence-based design stems from the
recognition that the physical environment can have a measurable effect on the well-being
of patlents and facllity users. Areas of direct Impact on health Include reduced length of
stay and improved patient safety (including a reduction In hospital-acquired infection);
Improved staff performance, staff retention and satisfactlon, and the reductlion of life-cycle
costs(73). Very little evidence can be drawn, however, from the health sector in South Africa,
due to a paucity of comparable Information(74) and the absence of an adequately recognised
and supported Infrastructure-related research programme.

The use of design to reduce the opportunitles for nosocomial (hospital-acquired) Infectlon
Is of particular relevance in South Africa, where there Is a high ratioc of immuno-suppressed
patients and staff and a high burden of disease(75).

The role of infrastructure was one of the quiding principles identified by the Department
of Health, which noted that “work environments must be conducive to good management
practice in order to maximise the potential for health workers to dellver good quality health
services (principal 6)"(76).

Infrastructure operation

In property management practice, operational costs under facilities management would
normally include all non-core functions and would, In addition, Include facilities malntenance,
cleaning services, security, catering, utllities, rates payments, water, waste and energy
management and gardening services. Most of these casts are, however, already covered
under the core health service programme costs (programmes 2 to 7) and are dealt with at
institutional level. Rates payments are the responsibility of DPW as the primary property
custodian and are to be transferred, together with the budget, from national to provincial
level in the 2008/09 financial year.

With some exceptions, data that can be used to benchmark utility costs against beds Is
generally not avallable at a provinclial level, Western Cape set a provincial performance
benchmark of R4 000 per bed for utllities for 2006/07, down from actual costs of RS 560
In 2004/05, and an estimated figure of R4 200 for 2005/06(77). While an Initlal planned
decrease can be justified due to increasing efficlencies, higher utility costs will mean that
costs are more [lkely to increase over time.

Energy efficiency

The energy crisis in 2008 Is placing heavy demands on the health sector, requiring a
response that will reduce energy load and Increase emergency backup to limit the negative




impact of load shedding on service delivery. Provision will need to be made for additional
emergency generation plant(7e), the additional energy costs for emergency generation of
power(79) and projected steep increases In energy costs.

Strategic planning: scenarios and affordabllity

As Indicated In Figure 30, a health system that Is responsive to the varled needs of the
communities served and allows fair or equitable access requires a well-managed process
with sufficient resources and adequate finances, Affordabillity impacts on the level and
balance of resources that can be deployed: that is, on the size, type and number of facilities,
medical and non-medical equipment, and the staffing and supplies needed to operate the
facllity and the service that can be provided.

The Hospltal Strategy Project, part of the Health Sector Strategic Framewark (HSSF), was
Initiated in 1994, It Identified the revitalisation of hospital services as one of the key
components of a strategy to accelerate the quallty of health service delivery. HSSF identified
the development of a National Planning Framework, the rehabllitation of existing hospital
stock and decentralisation of hospital management as key focus areas(so).

The Hospitals Rehabilitation and Reconstruction Programme (HR&R) was initiated in 1998.
Its focus was to review the infrastructure backlogs data and redress the dilapidated state
of the health facilities. Funding was set aside for a perlod of seven years to meet the backlog
Identified in the NHFA(e1). Where the focus of the HR&R programme was to repair and
rehabllitate all hospitals, the focus of the Hospital Revitalisation Programme (HRP) [s to
ensure that only those facilities that are part of a long-term service strategy are upgraded
to become fully viable service delivery points with proper management structures and
quality assurance programmes, and that these have adequate, ongoing operational and
maintenance funding In place.

The current strategic planning on the reduction and rationalisation of the hospital base and
the number of hospital beds is gulded by calculations at the national Department of Health,
using the natlonal Integrated Health Planning Framework (IHPF). Planning models developed
using the IHPF have Indicated that affordabllity Is a key constraint to achleving a viable
long-term health service. Affordabllity may be even mare constrained if one takes info
account the level of funding that appears to be necessary for malntenance and capital
projects.

Alternative service defivery models are belng considered. One example Is a hub and spoke
model, through which services are concentrated at fewer, better resourced points, and
supparted by more effective outreach, patient transport and community-based support
services.

HEALTH INFRASTRUCTURE DELIVERY: CONSTRAINTS AND ENABLING MECHANISMS

The previous section reviewed the avallability and use of financial resources as critical to
the creation and operation of the facilities required for health service dellvery. This section
considers stewardship. This encompasses sourcing, enabling and managing people or
organisations (either within or outside government) to acquire, manage and operate the
physical infrastructure (buildings and equipment) necessary for service delivery (Figure 30).

Constraints to Infrastructure dellvery and management

A number of key constralnts have been Identified. These affect the abillty of the mandated
authorities to plan for, provide and support Infrastructure delivery, malntenance and
management. In addition to the major funding constraints discussed above, others Include:

- A pattern of chronic underspending of capital budgets in government as a result of
inadequate planning, system constraints and the lack of avallable skills

- Difficulty In recruiting and retaining new professional and technical staff over and
above already serious levels of understaffing

- The capacity of the construction industry In general - In the light of strong competition
resulting from the rollout of significant government infrastructure development
programmes and overall economic growth

The Hospltal Strategy Project
Identiffed the revitalisation
of hospital services as one o
the key components of a
strategy to accelerate
the quality of health
service dellvery.

Stewardshlps encompasses
sourcing, enabling and
managing peaple or organ-
isatlons to acquire, manage
and operate the physical
infrastructure necessary fa
service dellvery,
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Difflculties In recrulting
id retalning appropriately
qualified health service
personnel are a major
constralnt to health
service dellvery.

These Issues, along with Initiatives to address some of these problems, will be developed
further in this section.

Budget underspending

The current pattern of underspending is a multi-faceted problem. One of the difficulties
facing Infrastructure departments has been aligning capital budgets with the annual budget
cycle, which requires projects to be initiated and completed in a single year. New or
substantial renovation capital projects typlcally have long lead times for planning, briefing,
design and tendering before on-site construction can begin. A further impact Is Inappropriate
expendlture patterns, with an often unpredictable fourth quarter expenditure splke. Delays
In decision-making within provinces - due to capacity or systems constraints - exacerbate
the probiem.(a2) While there is ample evidence of the need for additional funding, the
inabllity to spend the funding allocated Is a constraint that [imits further allocations.

Treasury identified the following constraining factors:

- Poor project planning, resulting In discrepancies between project requirements
and budgets

= An Inabllity to estimate final costs accurately, with frequent cost overruns on projects
- A consequent lack of predictability for budgeting purposes

- A budgeting practice of adjusting the previous year's budget for inflation instead of
making budgets project based

- A lack of alignment between the infrastructure delivery cycle and either the budget
or the strategic planning cycle

- The practice of committing budgets for large multi-year projects to one year instead
of spreading them over the MTEF cycle(s3).

A significant challenge to accurate budgeting Is the absence of information on the immovable
and movable asset portfollos, including comprehensive asset registers of bulldings, plant
and equipment and adequate current Infarmation on the condition and suitability of the
assets. Without this information it is not possible to develop zero-based budgets.

Public sector
Health service personnel

Difficultles In recrulting and retaining appropriately qualified health service personnel are
a major constraint to health service delivery and a challenge that faces health planners,
managers and administrators. While the Introduction of scarce skiils and rural allowances
has had a positive Impact, current shortages, especlally of skilled and experienced staff,
present an ongoing and serious challenge to service delivery. Of particular concern Is the
high level of attrition, especially among more highly skilled staff. The Western Cape has
had an average attrition rate of eight per cent since 1998, but a higher rate of 12 per cent
among professional nurses and a rate of up to 26 per cent among highly skilled nurses with
speclalist skills(ga).

The Department of Health's National Human Resource Plan(ss) cltes the unavallabllity of
sultably qualified staff, movement to the private sector and emigration as major reasons
for the shartage. Concerns expressed by staff include remuneration (although not the prime
concern), significant increases in workload, the uneven distribution of resources between
public and private sectors and between rural and urban areas, exposure to endemic diseases
(such as Aids and tubercolosis), lack of sultable equipment, and soclal Issues(as).

South Africa is not alone In the challenge to secure and retaln health service personnel.
Figure 40 [llustrates the disparity Iin health staff avallabllity between developed and
developing countries. Although crucial to service dellvery, no similar study could be found
for infrastructure personnel.

FIGURE 40 >



FIGURE 40; DISTRIBUTION OF HEALTH WORKERS BY LEVEL OF HEALTH EXPENDITURE
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Infrastructure personnel

Understandably, much of the focus of bath the natienal and provincial departments Is on
the recrultment and retention of health services staff and professionals. The responsibllity
for stewardship of health services Includes the responsibliity to procure, manage and
maintaln a fixed estate through which services can be rendered. Currently this is a joint
responsibility shared by the provinclal health departments as service providers and users,
and provincial works departments as the assfgned custodians of all provincial property.

The division of responsibilities between departments Is generally defined in terms of a
service dellvery agreement, which varles across provinces, Usually the Department of Public
Works acts as the implementing agent for capltal and major maintenance projects, while
health departments Identify and define projects and undertake day-to-day maintenance
(servicing) of plant and facllities. However, these agreements are often |ll-defined and not
always enforced due to a fack of capacity. There has been a steady eroslon of professional
and technlcal skills from both departments, with greater workfoads imposed on fewer people.
Planning and technical sections are hard hit across these departments in most provinces.

The erosion of malntenance and facilities management skills is particularly problematic in
hospltals, which are left without the required range of technical skills to undertake the work
or remaln legally compliant, The law requires certificated artisans for different types of
work; however, electrical (and other) work Is sometimes done by unregistered and unskllled
staff, In larger hospitals with specific load levels, a reglstered englneer Is required to be
resident on site. In many cases, thls requirement is not met. Maintenance staffing levels
and vacancy rates In a province are shown In Table 31. The rate of vacancles amongst
professlonal staff and senior and middle management Is particularly acute.

TABLE 31: STAFFING LEVELS FOR FACILITIES MANAGEMENT AND ENGINEERING
SERVICES FOR A PROVINCIAL HEALTH DEPARTMENT

Posts  Filled Vacant % vacancies

Professlonal engineers 1l 3 8 21
Industrial technicians 5 53 22 293
Artisans 228 164 64 281
Tradesmen 4 125 49 282
Handymen 157 107 50 38
Foremen 1§ 16 1 59
Groundsmen, general workers 7 1] 3 16
Tolal 619 482 197 29.0
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The traditional role of the provincial works departments has been to provide full professional
and technical services for the planning, design, construction and maintenance of health
facllities. With the steady eroslon of the professional skills pool In government, works
departments have been less able to provide full services within the expected time frames.
Moreover, in many cases there has been a loss of confidence by health and education
departments as to the ability of public works to undertake the required technical functlons
and develop technical capaclity.

The provincial departments of public works provided the training ground for built environment
professionals in the past; most now face severe capacity constraints and are unable to
compete with the private sector. In some cases, onfy a few built environment professionals
remain and a [arge proportion of the normal workload Is outsourced,

Private sector built environment professionals

Strong growth across the construction sectar has Increased demand for bullt environment
professionals. A recent study on behalf of the South African Institute of Civil Engineers
(SAICE) showed a profession that, while crucial to development, has Insufficlent capacity
to meet demands. This is because of a long period of reduced Iindustry demand, fewer
graduates, emigration, low rewards and the movement of professionals into other sectors
of employment. Shartages are particularly evident amongst experienced mid-career
professionals who are required to execute major projects and transfer skills to Junfor
staff(g7). There have been no similar studles for other bullt environment professions(ea),
although the situation Is likely to be simllar.

Construction sector

The construction sector In South Africa comes from a stagnating base representing

2.5 per cent of GDP in the 1980s. It has had to grow rapidly to meet the demands of higher
growth expectations and a resurgent economy. The sector doubled In relation to GDP by
2003 and will need to double again to meet the desired AsgISA growth targets of

six per cent between 2009 and 2014. The construction sector was able to absorb some of
the growth due to spare capacity during the early part of 2000. However, there Is now
evidence that this capacity has been absorbed and that there is {imited capacity for further
growth - with a premlum on skilled workers, engineering skills and core materials, cement
and steel(s9).

Construction Industry Development Board (CIDB) reqgulations state that government
may invite tenders only from contractors registered at the required level with the CIDB.
The registration level Is determined by a range of factors (including experience), which
determine the maximum value for which a contractor may tender - ranging from a
grade 1 contractar able to manage general building contracts up to R200 000 to a
grade 9 contractor dealing with contracts in excess of R100 milllon(20). Capital projects
in the public heaith sector will span this entire range, with most new HRP hospltals
costing In excess of R100 million.

A recent analysls of demand-side requirements and Industry supply-side capabiliities Indlcated
that there Is Insufficient capacity In the Industry to meet the expected large project
requirements of the HRP.(s1) Of the total of 20541 contractors registered for general
bullding (including hospital work), only 20 are registered as grade 9, which can undertake
major prajects (over R100 milllon). Currently these contractors are heavlly committed
locally and abroad and, given the buoyancy of the construction sector and the ongeing
demand for capital Investment, there will be a reluctance to let go of contracts of this
magnitude unless high premiums are paid. Renovation, alteratlon and addition projects fall
below this threshold and are able to draw on a broader contractor base,

It Is suggested that specific interventions will be required to allow the Department of Health
to meet Its HRP strategic objectives. Optlons include:

- Strategic procurement, Including the establishment of integrated and partnered supply
chains

- The development of long-term supply relationships (l.e. that remove single contract
volatility) throughout the construction and post-construction period

- Innovation In the construction process

- The use of new technologles(sz)
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Current contractor development initiatives (under the banner of a Natlonal Contractor
Development Plan) are targeted at level 1 and 2 contractors, and will benefit the health
sector, albeit only for smaller contracts.

Addressing capital dellvery constraints - the Intraductlon of IDIP

Recognlsing a pattern of chronic underspending of available provincial capital infrastructure
budgets, the National Treasury - in collaboration with the Department of Public Works, the
CIDB and the DBSA - initiated the Infrastructure Delivery Improvement Programme (IDIP)}{33).
The pragramme supports the Improved effectlveness and efficiency of publiic sector
infrastructure delivery by developing and Institutionalising best practice and building
capacity In government departments. This is done by identifying and appolnting technical
assistants to work in departments for defined perlods. They will assist In aligning IDIP
processes with departmental realities and provide some much needed transitional capacity.

As mentioned, one of the problems experlenced In provincial capital projects is the long
lead-time and duration of capital projects against the fixed annual budget and spending
cycle required in government. An Innovation, introduced through IDIP, Is the alignment of
the Infrastructure delivery cycle with the MTEF budget cycle. This allows budgets for large
multi-year projects to be appropriately committed across the duration of the projects
(Figure 41)

FIGURE 41: IMPROVED IDIP INFRASTRUCTURE DELIVERY CYCLE
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QOutsourcing, public-private interactions and public-private partnerships

A varlety of Initiatives are being explored and undertaken in South Africa in order to address
capacity and funding constraints in the public sector, and make use of the expertise and
resources avallable In the private sector.

Outsourcing work can take many different forms: from the use of consultants to manage
part of the service programme through to more defined service provision. This Includes,
for example, using a cantractor to provide security services or maintain particular items
of equipment. These fall broadly Into the category of public-private Initiatives. A public-
private partnership (PPP) exists where there Is "a contract between a public sector
institution/municipality and a private party In which the private party assumes substantial
financlal, technical and operational risk in the design, financing, building and operation of
a project”(94).

In some provinces, where In-house capacity Is severely constrained, some Infrastructure

management services (such as the management of capital projects) and private practice

support have been drafted in to provide the required professional capacity. In others, the

support of external implementing agents has been used to enable construction programmes
- In place of, or In collaboration with, works departments.
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government.
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There are currently six signed PPP health projects registered with the National Treasury
in South Africa and a further eight In various stages of preparation (see Figure 32).
These projects provide a range of services, from facilities management of exlsting facilities
{Inkosi Albert Luthuli and Western Cape Rehabilitation Centre and Lentegeur Hospital) to
co-locatlon projects where private hospital services are provided in or adjoining existing
public hospitals (Universitas and Pelonoml hospltals) to full revitalisation of existing hospitals
(Chris Hani Baragwanath and Penge hospitals).

FIGURE 32: PPP HEALTH PROJECTS REGISTERED WITH NATIONAL TREASURY PPP UNIT

Signed projects Department of Health:
Inkosi Albert Luthuli Hospital KwaZulu-Natal
Universitas and Pelonami Hospltals Free State Co-location
Humansdorp District Hospital Eastern Cape 3
VWestern Cape Rehabilitation Centre and Western Cape Facilities management

Lentegeur Hospital

Polokwane Hosptial Renal Dialysls Limpopo
Port Alfred and Setllers Hospitals Eastern Cape

Projects In preparation
Hermanus Hospital Westemn Cape Co-locatlon
Revitalisation of Pharmaceutical Supply Chaln Eastern Cape
Swellendam Hospital Western Cape Co-location
Grahamstown and Port Alfred Hospltals Eastern Cape Co-location
Lusikisiki Clinical Stalf Accommodation Eastern Cape )
Penge Hospital Limpopo Revitalisation
Chris Hani Baragwanath Hospital Gauteng Revitallsation
Procurement of serviced and KwaZulu-Natal

sustainable hospital facilities
Source: PPP Unit

There Is a growing body of knowledge and experience In the use of PPPs In the health
sector. The introduction of PPPs can bring benefits such as private sector skills and expertise,
predictability In capital and aperating budgeting, capltal funds that would not otherwise
have been avallable, and the provision of definable and regulated minimum standards of
service. However, there is a clear need for a high level of managerial skill and experience
when commissioning PPP contracts. There Is also a need for a high level of buy-in to ensure
that the expected benefits do accrue(e5). Also needed Is a considerable time frame - typlcally
two to three years to initiate projects(os).

GIAMA

The Government Immovable Asset Management Act or GIAMA sets out to clarify the
relationship between public works (‘the custodian’) and the client {‘the user’) to provide a
consistent framework for Infrastructure-related services. GIAMA provides for the development
of custodian and user asset management plans to create a framewark for planning and
budgeting. However, there Is an overiap between GIAMA requirements and the departmental
health planning and budgeting processes already developed and implemented as part of
the HRP (such as the strategic transformation plans and business cases). Further work is
required to resolve the confiict and duplicatlon between these parallel processes.

Health Infrastructure informatlon

The absence of a central, unified health Infrastructure information system is a key problem.
While the IHPF has been developed Into a sophisticated service and budget-modelling tool,
there Is no up-to-date profile of the physical condition and suitability of the individual
facilities - as was obtained from the NHFA for 1995/96.

The availability of good quality current and comprehensive Infrastructure Information [s
central to good management. There Is a legislative requirement (In terms of PFMA and
GIAMA) that all departments prepare consolidated asset registers of both movable and
immovable assets. While many provinces are embarking on this process, there Is inconsistency
in the definitlons used, and a low level of involvement by health departments - particularly




in defining a minimum infrastructure-related dataset for health planning and facility
management purposes. Health estate management is a complex area and, while sharing
some key attributes with the estate management of other government portfolios (such as
education and general office accommodation), it requires a more sector-specific focus.

It needs to align facillty planning and management benchmarks with the desired outcome
data to support health service delivery and ensure an optimised relationship between service
and infrastructure. In particular, there Is a need for a common Industry-specific framework
that can, at a high level, be used across the public and private sectors to support the
development and Introduction of a common regulatory framework. Furthermore, the
relationship of the public and private sectors can potentially be strengthened with by
resource, as reflected in a recent plea from the Hospital Association of South Africa.

The private hospital sector [s unifled In calling for the Introduction of standardised definitions
and measurement criterla to form the basis for all future industry evaluations. This will require
adapting and developing operationally relevant statlstical models and malntalning the highest
degree of accuracy in data collection(97).

In order to redress this situatlon, it is recommended that a specific health Infrastructure
database be developed - linked to the DHIS and IHPF - in order to support strateglc and
project planning, budgeting and facilities management, as well as enabling health Infrastructure
research(ss).

Health Infrastructure research capabllity

While the Health Act makes provision for the establishment of a natlonal heaith research
committee and the identification of research prioritles, the primary focus has been on the
burden of disease and health systems, There has been minimal research funding directed
towards the improvement of infrastructure and the relatlonship between outcome and
infrastructure design and performance. Funding and capacity need to be developed to
ensure that the appropriate guidelines are in line with specific local constraints and
environment. Although some research is undertaken In this sector and regular health
Infrastructure conferences are held In South Africa, there Is no culture of academic research
In the fleld. A key constraint has been the absence of funding and academlc support towards
addressing health Infrastructure challenges.

Health Infrastructure challenges

In summary, the South African health estate shows enormous varlations In the quality,
quantity and appropriateness of its Infrastructure. This is characterised by:

- The structural devolution of stewardship to provincial (and sometimes lacal) government
- Limited prioritisation of infrastructure in the Department of Health(gs)

- Severe challenges in attracting and retaining appropriate staff throughout the system
- Outdated norms, standards, guldelines and benchmarks

As aresult, the health estate looks set to continue at the mercy of contingency. A reasonable
projection of the health estate under these conditions suggests that the characteristic
features of inequity, Infrastructure degradatian, wide variations In spending patterns and
predictabllity and unsustainable Investment look set ta continue. Already, confidence levels
in the service delivery environment have been undermined by media reports of particular
Incldents In compromised hospital envirenments In particulartton), and Infrastructure fallure
across other sectors(ian.

These features clearly present difficulties in fulfilling the policy directives of delivering
equltable services, meeting community health needs and ensuring value for money.
Additionally, if the potential for improved health outcomes Is not reafised, AsgiSA objectives
of systematically reducing poverty and unemployment will be undermined.

Infrastructure has a considerable role to play In many aspects of the dellvery of heaith care
(value for money, staff retention, Job satisfaction, enabling environments, healing environments
and improved health outcomes, to name but a few), absorbs considerable Investment and
resources, and endures for an extended time. Therefore, it follows that strengthened
coordination, the integratlon of leadership, and appropriate supportive and enabling systems
are required.
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For example, News 24 Intervlew, 26 Septamber 2008; Mail & Guardlan, 2 and 13 October 2008

World Bank (2000); Schnelder at al {2007)

Treasury (2007)

IDIP Is a Jolnt Initiatlve of National Treasury, DBSA, CIDB and the Depariment of Publlc Works.

Treasury (2007)

Pelser (2003)

Christensen et a1{2007)

Redelinghuys et al (2004) from WHO (1998) data

Loudon (1992)

Bradshaw et al (2000)

Statistics South Africa (June 2007) Mortality and causes of death in South Africa, 2005. This report, together with
a previous editlon published In May 2006, reveals that the annual number of registered deaths rose by 87 per cent
between 19597 and 2005, This dispropartionately alfects the 25 to 49 year age group, which showed a 169 per cent
Increase.

Weyar (2007)

Weyer (2007}

The real number of cases Is not known. The number of identifled cases varles significantly between data sources.

In addition, the detection rate Is currently belleved to be low.

WHO (2007)

DoH (2007)

Qlshansky et al (1997)

Christensen et al (2007)

Pelser {2003)

MA&G Online (2007b}; MGG Online (2007c)

Fuhrl (2007)

Redelinghuys et al (2004)

Treasury (2007¢)

DaoH (2007)

GIAMA (2007)

QH5 (1993)

Regulations that gover the provision and management of public heallh faclilties

SAHNORMS - South African Hospital Area and Cost Norms

Asgl5A (2007)

Jipsa (2006)

DoH (2003)

From an Infrastructure point of view, planned beds are used to measure facility and design efficlency as opposed to
usable (or avallable) beds and allocated {or approved) beds used In health service planning and management. Many
exlsting facilities ware Initlally designed for more beds than are currently In use, resulting in a high grass floor area
to usable bed ratio, Tygerberg hospital, (or example, was designed for 1 899 beds but currently operates at 1 280 beds
=32 per cent of its design capaclty. Reducing usable beds to achleve sarvice ratlonallsation and cost saving does not
bring commensurate facilitles management cost savings, Facllity m g t costs remain high as unallocated fMoor
area tends Lo be fllled by remaining departments and any unused fleor or bullding space still requires servicing and
malintenance, albelt at a lower level.

Western Cape Works (2007)

The Health Systems Trust reporis In Its 2007 South African Health Review Lhat 14.8 percent of the population of South
Alrlca recelve most al thelr benefits {Including hospitallsation) from the private sector, a further 21 per cant acquire
hospitailsation in the publle sectar but pay out-ol-pocket for private primary care, and the balance of 64.2 per cent
recalve all benefits [rom the state (SAHR 2007).

The MEA represents the cost to bulld the existing facliity today using current technology. The valuation method Is
currently being developed by the CSIR for the Department of National Publlc Works and National Treasury for use with
the Introduction of GIAMA.

Faclllty level data required to calculate MEA Includes current gross construction area of all bulldings on the site, the
primary construction materials and electrical and mechanical systems as well as an Indlcation of site development.
This estimate of MEA will be used as a basls for testing the adequacy of the capital and maintenance allocations
currently provided In provinelal budgets.

Including medical devices, information systems and medical and non-medical fumniture. The amounts will vary considerably
between dilferent levels of care

Otfices, residentlal, central services, forensic mortuaries and 50 on

Using a 5-paint scale where condition 5 = as new; 4 = preventive maintenance; 3 = minor repalrs; 4 = rehabilitatlon;
5 = replacement (CSIR 1996) - ses Flgure 40

Experts assert that befow this level the canditlon Is such that It can no longer provide an acceptable, sacure heallng
environment, nor dellver a safe service, (McDuling, Ahbott),

Defined as the ratlo of current beds In use {(usable beds) to planned beds

Regular facility assessments have very recently become & requirement under GIAMA legisiation.

In a provinclal study In preparation for the HRC public enquiry Into the right to access to healthcare services (Nthufl
200T)

Nthull (2007)

Treasury (2007a)

WHO (2006); SAHR {2007h)}

SAHR (2007b)

Treasury (2007b)

Thao actual and projected Increase of accepted tender prices shows an expected construction price increase of

2.02 times over the 2003/10 framework period: BER (2007).

Due to reporting Inconsistencles In the provinclal appropriation Bills, It was not possihle to establish the split between
the equitable share and PIG allocations.

DoRA {2006)

Other sources of funding for health assets not Included above Include electrification, water supply and sanitation,
primarily for clinles.

Treasury (2004)

Tha real time frame will be longer as the capital amaunt Is not anly for replacement but also for perlodic upgrading
during the life of the facilitles, and HRG Is not solely for capital but also has a compenent allocated to haspltal
management and quality Improvement,

Howaver, this variance [s far the 2007/08 budget only, as there Is a peak In HRG funding for Northern Cape for this
year, reflecting the expenditure requirement for five concurrent HRP projects.

Treasury (2007b)

Including fxed equipment and professional fzes

All staffing, consumables and facllity management costs Include administration, security, energy and utliities, and
facliity and equipment maintenance costs.

Department of Health {2007). This objective target Includes maintenance of all capital assets (movahle and Immovable).
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It Is dilficult to establish from Treasury allocatlons what Is curvently being budgeted and spent for malntenance, as
this Is not clearly delined and separated {as for capital allocations). Maintenance Is partly Included as current expenditure
under facllities management (programme B) and parily under enginoering services under health care suppart services
{programme 7). Some provislon Is also made under the hospltal services budget lines {programmes 2, 4 and 5),
Table 28 shows an estimatlon of maintenance allocation using avallable data for 2007/08,

Table 28 shows two verslons of allocation (A and B) calculated using Information from two provinces. With the higher
estimate, the range of allocation is from 1.6 to 4.4 per cent of primary allocatlon.

It appears that this basls [s elther a misinterpretation of the real relationship between molntenance, current condltion
and the current replacement value of the estate, or a praxy figure In the absence of a proper appropriate valuation
of the estate. In other cases, budgeting is done on the basls of an adjustod amount based on historical budget figures.
This allocation Includes provision for preventive and programmed maintenance, predictive testing and inspections and
routine repalrs. Funding for expanding, changing the function of, or exiending the useful life of a faclilty is excluded
(capital funding), as Is funding tor normal operational activities (custodial work, security, grounds, utifitfes, etc.).
The two per centtofour per cent gulde Is for a range of publlc sector facilities, from simple warehouses at two per
cent to four per cent lor complex hospltals.

Where neqglect of malntenance has caused a backlog of needed repairs to accumulate, spending must exceed thls
minimum level to reverse the backlog.

FFC (1996)

Perscnal communlcation: Br B Remmelzwaal and M Poluta

In reality, the current maintenance spending agalnst MEA will be lower than this, as the estimate of the MEA of the
estate excluded other categorles of health facliities such as forensic mortuaries, reglonal laundrles, nursing colleges,
off-slte housing and offices and maintenance expenditure will be an overestimate, due to the difficulty of excluding
other facillty management-related expenditure,

NHFA {1996); McDullng (2005)

A recent condltlon (2005) assessment of all health facllliies In Limpopo showed an average condltlon Improvement
following a very successiul capltal upgrading programme, Howaver, work undartaken In ather pravinces Is unilhely to
have matched this.

AMG (2004)

This may be partly resolved by the Introduction of GIAMA, which requires a greater degree of reporting on the estate.
Ulrich el al (2004); Hamilton {2003)

Kibamba et al (2007)

Issues Inviting attentlon include investigation into the link between design, operation and malntenance and Infection
contral. Occupancy levels above 75 per cent (overcrowding) Increase pressure on staff to a point where adherence
ta praper Infection control procedures, such as hand washing, 13 reduced. An urgent review of overcrowded congregate
areas In district health facliities may lead to a reduction In the Incidence of epportunistic cross Infection,

DoH (2008)

Western Cape Health (2006)

Same private hospltal groups are adding back-up capacity to 100 per cent of load at key facllities, at a quide cost of
R10 00O per bed for full backup generation capacity {personal communicatlon).

Electrlclty generated using diesel generators an site Is currently four times the cost of Eskom power (personal
communicalion),

Hounls (2004)

Heunls (2004)

Treasury (2007b); IDIP (2007)

IDIP (2007)

Westemn Cape Health (2006)

DaoH {2006)

OECD (2003)

Lawless (2004)

Personal communication

Van Wyk (2007a)

CIDB (2007)

Van Wyk (2007)

Van Wyk (2007)

Treasury (2007b)

PPP Unit

Heunls (2004)

Shuping et al (2007)

HASA (2008)

Vihile systems ara being developad to support the HRP, the facus Is on Infarmation for revitallsation projects (currently
impacting ane to two per cent of all health facilitles country wide) and does not provide the broad overview of all
infrastructure as was provided in the NHFA or has recently been consefldated by Natlonal Education through the
NEIMS praoject,

Inlrastructure, after all, Is not the primary interest of DOH.

Dally Dispatch online (2007)

Fin24 online (2008)
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Fﬁgyé The Infrastructure Delivery Improvement Programme

(IDIP)

The Infrastructure Dellvery Improvement Programme (IDIF) Is a unique capacity-bullding programme
initiated by the government of South Africa. IDIP Is designed ta address capacity problems, such as thase
related to the planning and management of public sector Infrastructure dellvery. Its alm Is to give the
provincial departments of Public Works, Education and Health appropriate management systems and to
support them with the development of appropriate skills to plan and manage Infrastructure well.

Public sector spending, which Is generally directed at basic bulk Infrastructure, Is economically important.
It creates multiplier effects for the economy and stimulates private sector investment. However, providing
and maintalning infrastructure has a greater significance, The government has done much to transform the
public service and Improve service delivery by Introducing new legislation and ralsing infrastructure budgets.
However, the actual spending on physical infrastructure Is hampered by bottlenecks, red tape and a lack of
skilis.

The origins of the IDIP lle in a review of provinclal service delivery systems commissioned by the government
In 2001. The review Identified various deficlencies and recommended that a framework be developed to gulde
the management of Infrastructure delivery. A further recommendatlon was that provincial departments should
be helped to develop their capacity to manage and sustain Infrastructure dellvery.

The government responded positively to the recommendations by creating the IDIP. The Implementation
approach has created a partnership between the National Treasury, the national departments of Public Works,
Education and Health, the Development Bank of Southern Africa (DBSA) and the Construction Industry
Development Board (CIDB).
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rm The managing partners declded to implement the IDIP In phases. The pilot phase, which developed and tested

n the methodologles and tools used to build and sustain capacity in the host departments, startedin July 2004.
The second phase of rolling out the programme started in June 2005, Taking on board the lessons learnt in
the pilot phase, a well conceived approach and management system was developed for the Implementation
of the programme.

The IDIP methodology is based on a programme cycle approach, which consists of the following interrelated
phases: assessment, design (which entailed the development of a business case for IDIP support to the targeted
departments [n each province), Inception and Implementation. The programme cycle for the IDIP is embedded
In a continuous monitoring, reporting and review process aimed at measuring progress, effectiveness

and Impact. It Is Implemented through provincial technical assistant teams with multi-disciplinary skllis.
These work closely with provinclal officlals, facilitating the transfer of skills. it is unique for a highly technical
programme llke the IDIP to provide experts to asslst with the management of change and the intended and
unintended consequences of the programme.

Programme management Is based on a decentralised programme management system with a Programme
Management Unit (PMU), made up of representatives of all the national partners, and a pravincial management
system with responsibility for managing the IDIP In the provinces on a day-to-day basis.

The IDIP has shown good pragress since Its inception. It enjoys a high level of leadership support In both
national and provinclal spheres. With Its focus on improving the capacity of government to plan and Implement
infrastructure delivery, IDIP is a well-established vehicle for promoting sustalnable socioeconomic development
and growth. The benefits of IDIP are:

- IDIP enables beneficlary departments to identify gaps and inconsistencies in their infrastructure delivery
systems, design solutions and appreciate thelr role in resolving thelr capacity constraints

- IDIP establishes a well functioning programme management system that ensures effective allocation and
use of resources

- IDIP enhances cooperative governance and teamwork amang its role players

- IDIP provides toals to gulde the prioritisation of infrastructure needs, planning and budgeting, and to
ensure allgnment between Infrastructure priorities, plans and budgets

- IDIP provides a knowledge sharing and lesson learning facility, and a network that provides access to
bullding the following expertise: infrastructure planning, budgeting, monitoring and reporting, programme
and project management, procurement, change management, organisational development, capacity
building and service delivery management systems.
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Lessons learned during the different phases of the programme

- The success of Its capacity-bullding programmes Is closely linked to the way IDIP originated. From the
initial design phase of the IDIP, there was high level buy-in and commitment from senior political leaders
and senfor managers In the public service

- The participative approach followed during the design pracess creates a solid base for the development
of strong partnerships during the remainder of the programme

- The programme Is embedded In the strategic priorities of the government, which prevents it from "floating’
and enhances its Institutionalisation

- IDIP has clear objectives and indicators for the measurement of progress against each objective, most
of which remain unchanged since inception. This has helped the prnqramme steer a firm path through
politlcal leadership and public service management changes

- It is important that the programme partners and beneficiaries develop a common understanding of the
preferred future the programme is Intended to create. This assists in the cementing of ‘smart’ partnerships,
bullt around a common vislon of the future

- Transforming political support Into administrative action can be difflcult. The challenges posed by moving
from deslgn to Implementation strains partnerships bullt during the design phase

- There Is benefit In strong partnerships at the national level, This ensures that the programme is aligned
with natlonal priorities and can ‘protect’ provinclal initiatives from belng hijacked by strong personalities
and/or vested Interests

- There Is a similar benefit In having credible and capable provincial partners. These can ensure that the
programme meets the needs of the beneficlary provinclal departments

- Capacity building with the alm of enhancing infrastructure management Is not merely abaut the filling
of vacant public service posts and tralning staff. It requires a comprehensive approach that embraces,
among other things, the development of management systems and approaches and appropriate
organisational designs for Infrastructure delivery planning and management
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- The existing and preferred infrastructure dellvery management processes need to be mapped to create
a better understanding of the different phases of the process, and to ensure that different government
entities have different roles to play during the process. Too often, departments adopt a 'silo’ approach,
to the detriment of the constitutional principle of cooperative governance

- Enhancing Infrastructure planning by government departments will have limited success If Infrastructure
planning Is not aligned with strategic priorities for Infrastructure defivery and the multl-year budget cycle.
Tao often Infrastructure plans are developed for the purpose of complylng with leglsfative requirements,
but are not anchored In strategic priorities and the multl-year budget. As a result they are Ignored or
randomly changed

- Capacity bullding and change programmes like IDIP do not start with a clean slate, but are actually
Interventlons Into existing Institutions almed at changing the way Infrastructure Is managed.
The development of a change management model to navigate the intended and unintended impact of the
programme assists with the management of resistance and helps institutionallse the systems and
approaches belng introduced.

Sources www treasury.gov.za, www.cidb.ca.za (IDIP ToolkH)




