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Introduction

The production of quality health care in a population requires the 

combination and utilisation of many resources. These resources 

include health financing, workforce, infrastructure, information, 

technologies, governance and medicines. These resources in 

South Africa, like anywhere else in the world, are limited.1 Equity 

in the allocation of these resources is paramount for effective 

and efficient distribution of health care in an equal manner 

among population groups regardless of their social, economic, 

demographic classes, or geographic location.2 

The concept of universal health coverage (UHC) was introduced 

in 2010 by the World Health Organization (WHO) in view of the 

scarcity of health resources, in an attempt to reduce inequity in 

the distribution of health. The aim of UHC is to help different 

countries to develop healthcare systems of quality which will be 

capable of providing equitable distribution of health resources 

to the needy and not only to those who can pay, while protecting 

those who cannot pay from any financial risk.3,4

The South African constitution guarantees the right to health 

care to every human being living in South Africa regardless of 

their location within the country and their socio-economic class. 

Despite this constitutional provision, South Africa is among 

countries with the most inequitable allocation of health resources. 

There is an imbalance between financial resource allocation and 

healthcare expenditure to match the needs of the majority of 

the population. Almost 50% of total health expenditure is spent 

on 16% of the population covered by medical schemes, while 

the other 50% of health expenditure is spent on 84% of the 

population in the public health sector.5 Within the public health 

sector, rural populations are often disadvantaged in accessing 

health care compared to the populations in urban areas. The 

introduction of National Health Insurance (NHI) by policymakers 

aimed to address these disparities in the provision of health care 

among different layers of South African society.6,7 

Healthcare resources will always be limited as there is a limit to 
the number of facilities that can be constructed, the number of 
instruments that can be manufactured, the number of theatres 
that can be operational on a daily basis, or the number of 
healthcare workers that can be employed.1 When health resources 
are limited and the demands for health care begin to outweigh 
the supply, equitable allocation of resources is necessary for a fair, 
effective and efficient distribution of health care to the needy. 
Healthcare practitioners, including anaesthesiologists, can play a 
major role in reducing and eliminating health disparities with the 
aim of achieving health equity.2,8

What is equitable resource allocation?

In 1971, the philosopher Rawls brought up the theory of 
distributive justice which provided a solid foundation for the 
concept of equity and resource allocation for health. He was the 
pioneer for an equal distribution of all vital economic goods and 
services.9 

The concept of equity is multidimensional and is based on 
principles of distributive justice. There is equity when there 
is absence of correctable differences among population 
groups defined socially, economically, demographically, or 
geographically.8 Equity in health implies the absence of obvious 
disparities in health or its social determinants in the same 
population due to their social, economic, demographic and 
geographic categorisation.10 Different strategies have been 
advocated in an attempt to offer every individual a fair and just 
opportunity to be as healthy as possible.8

Resource allocation is the process of identifying and managing 
resources (financing, workforce, infrastructure, information, 
technologies, governance and medicines) needed for the 
production and delivery of health care. These resources are 
distributed among populations, programmes, and individuals. 
This process happens at macro and micro levels in society. The 
rationing of resource allocation at macro-level determines the 
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overall budget and involves health authorities from national or 
regional government, while rationing of resource allocation at 
micro-level involves individual clinicians and patients.11

Resource allocation is equitable when the same resource is 
presented to individuals with the same need. Equity in resource 
allocation requires that individuals with the same need have 
the same resource (horizontal equity) and that individuals with 
greater need have access to more resources (vertical equity). 
Therefore, assessing equity involves evaluating the match 
between supply and demand, namely resource allocation and 
need.10 

Health inequity creeps in when there are differences in healthcare 
access or utilisation, quality of care, or health outcomes that are 
considered avoidable and unfair, such as those associated with 
socio-economic status, ethnicity or geographical location.2

Publicly funded systems face budget constraints, and they have 
to decide how and where to distribute and utilise funds. In the 
healthcare sector, groups of individuals and institutions must 
decide how and where these funds should be distributed. This 
decision-making process occurs at multiple levels, and includes 
multiple entities, public and private, such as committees, 
hospitals, medical equipment, health insurance, and health-
related programmes. Institutions then have to decide how and 
where to allocate these resources and services to individuals and 
groups of people.9

Why equitable resource allocation?

The pre-democratic South Africa was characterised by gross 
disparities regarding access to health care. These disparities 
had race as foundation. Numerous reforms have taken place 
since 1994, aiming at rectifying these disparities. These reforms 
include the constitution of the country, the reconstruction and 
development programme (RDP), the health charter and the 
white paper on transforming health service delivery.5,12

The constitution of South Africa recognises health as a 
fundamental right, holding the government accountable in 
creating equity in access to health care for all groups of the 
population. Therefore, equitable access to health care is widely 
seen as a high priority for reducing inequitable health status 
within the country.

The RDP of 1994 was viewed as the cornerstone of government 
policy. Its main objective was the development of a national 
health system offering affordable health care to all.13 Health 
charter represents an agreement between the public, private 
and non-governmental organisations to transform the 
healthcare system in South Africa in assuring access and equity 
to healthcare services.14 In 1997, the white paper on transforming 
health service delivery (Batho Pele principles) was launched in 
South Africa and aimed to transform the public service, including 
healthcare services at all levels.14

The scarcity of resources needed for the provision of health 
coupled with the ever-increasing needs for health care, require 

healthcare policymakers to allocate these resources equitably to 
allow the bridging of the resource pooling and service providing 
function. Careful resource allocation of resources between 
different groups of the population is needed to avoid or rectify 
inequities. To avoid inequities, healthcare policymakers should 
base resource allocation on the need of population, prognosis, 
equal treatment and cost-effectiveness.2

The allocation of resources should be guided by the need of the 
population. The greater the need of the population for health 
care, the more resource need to be allocated to address those 
needs and the population in lesser need should be allocated 
fewer resources.11 The allocation of resources should be based 
on the prognosis of the intervention for which resources are 
needed. The more beneficial the health intervention for the 
population is, the more resources should be allocated for these 
interventions. Resource allocation should be cost-effective by 
matching a prioritised need with a prioritised intervention. This 
will allow health policymakers to spend the necessary resource 
for a particular intervention.8

How to achieve equitable resource allocation?

The millennium goal of universal health coverage cannot be 
achieved with the current configuration of the healthcare system. 
An equitable distribution of healthcare resources represents a 
significant step toward reaching the goal of health for all.15 There 
are steps that can help decision-makers to equitably allocate 
resources, preventing inequalities between different population 
groups. These steps include the assessment of level of health 
inequalities, assessment of health expenditure benefit to poorest 
and the assessment of cost-effectiveness of health interventions 
in addressing inequality.8

Assessment of the level of inequality

The assessment of the level of inequality represents the start-
ing point when attempting to allocate healthcare resources 
equitably. Measurements such as gap measures, regression-
based measures, Lorenz and concentration curves, measures 
incorporating inequality aversion and health-related social 
welfare can be used as tools to estimate the level of inequality.8

Gap measures help in assessing inequality by measuring the 
average level of health care utilisation which represents the 
number of visits to a healthcare facility, and the household 
assets of a sample of the population. Absolute and relative gaps 
can be calculated by matching the average level of utilisation in 
population subgroups to the level of household assets.8 

Regression-based measures assess inequality by plotting the 
utilisation of health care on the y-axis and household assets 
on the x-axis. A line predicting changes in utilisation of health 
care to changes in wealth by joining the two factors and can 
be interpreted as the difference in utilisation of health care 
between different sub-groups of the population. The slope of 
that line represents the slope index of inequality and the relative 
inequality index will be obtained by dividing the slope index by 
mean utilisation. Multivariate regression analysis can be used 
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when more than two variables are included. This will result in 
multiple equity-relevant characteristics and control variables. 

Lorenz and concentration curves are more complex and 
incorporate more health variables resulting in richer and more 
informative measures of inequality.16

Measures incorporating inequality aversion capture how much 
we care about reducing inequality. Specific weights are attached 
to each individual or population group and the weights are 
combined with respective health variable value and summed up 
to produce an index score.17

Assessment of health expenditure benefit to the 
poorest

The assessment of government health expenditure towards the 
poor represents the next step when trying to correct inequity 
in the distribution of healthcare resources. This assessment can 
be achieved by using some statistical analysis such as benefit 
incidence analysis (BIA) and marginal benefit incidence analysis 
(MBIA).18

BIA has been used for more than three decades by the World 
Bank and many other countries to assess the repartition of health 
expenditure between different population groups within the 
public healthcare sector. BIA is obtained by calculating the extent 
to which different socio-economic groups within a population 
benefited from public healthcare expenditures. These benefits 
are expressed in monetary units by multiplying the utilisation 
rate of different types of health services by their unit costs.18 

MBIA was introduced to show the population groups that 
benefited from additional expenditure. It is calculated by 
estimating the statistical relationship between benefit incidence 
for each social group and public health expenditure.8

Effectiveness of government health expenditure for 
the promotion of equity

Regional funding formulae

The allocation of resources to different healthcare entities can be 
done either via regional funding formulae or based on historical 
precedent, the last being the current way of allocating financial 
resources in SA. When the historical precedent is used for regional 
budget allocation, previous year regional or provincial budget 
is used as a benchmark plus new allowances due to inflation. 
The use of historical precedent as a mean of allocating budget 
perpetuates historical inequities and is influenced by favouritism 
or political importance.5

The use of a needs-based approach has proven to take into 
consideration equity when allocating budget. This approach has 
shown its efficacy in the United Kingdom where it was first used 
in 1970 before expanding to other developed and developing 
countries.11 Regional funding formulae allocate resources based 
on the health needs of each geographical area as well as other 
indicators such as population size, demographic composition 
of the population, direct measure of the burden of disease, and 
indirect measures (socio-economic status of the population 

and rural population). The incorporation of all these indicators 
into needs-based formulae will result in target equity allocation 
specific to each geographic area.5,11

The steps when allocating budget using a needs-based approach 
are:

•	 Estimation of utilisation-weighed population (population 
needs for health care) by weighing the population based on 
its demographic composition: 

	◦ District’s population (age and sex group) x health care 
utilisation rate (age and sex group).

	◦ District age-sex utilisation rates.

•	 Estimation of population target equity by weighing of 
utilisation weighted population:

	◦ Addition of other indicators of need. 

	◦ Percentage share of each region weighed population of the 
total.

•	 Estimation of district population covered by private medical 
schemes 

	◦ Population size X percentage of each district’s population 
covered by medical schemes. 

•	 Estimation of cost of providing care in rural vs urban areas.11

Health benefits packages 

Health benefits packages (HBPs) offer an alternative method to 
traditional formulae when defining area-level allocations. HPBs 
detail which healthcare services are to be funded from a set of 
health resources, therefore, providing a way to estimate health 
resource needs by linking the costs of providing services with 
expected target patient population.8

Health system reforms

Equity in resource allocation can be achieved by changing 
the design of the health system either through financing 
mechanisms or the organisation of healthcare services. These 
reforms aim at increasing access to health care and/or providing 
financial protection to citizens. The increased access to health 
care can be achieved by the introduction of community-based 
healthcare centres, investing in primary health care while the 
provision of financial protection to citizens can be achieved by 
introducing social health insurance schemes.8 

Health interventions with best value for money in 
reducing inequality

Decision-makers have both the responsibility of allocating 
resources equitably as well as spending the allocated resource 
in an equitable manner. While an equitable resource allocation 
of financial resources can be achieved by using a needs-based 
formula, an equitable expenditure of resources can be achieved 
by studying the probability of specific interventions and 
policies to impact on inequality in the delivery of health care. 
The economic evaluation of these interventions can provide 
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quantitative evidence of each intervention and their impact on 

health inequalities.10

The cost-effectiveness analysis compares the benefits to the 

opportunity cost of the health intervention. The benefits of 

health intervention are expressed in terms of health gains while 

the opportunity cost represents health lost from not funding 

other interventions for the average patient.1,19

The extended cost-effectiveness analysis (ECEA) and the 

distributional cost-effectiveness analysis (DCEA) consider equity 

in the economic evaluation of health interventions by applying 

weights to health benefits and opportunity cost according to the 

characteristics of the recipient. The analysis of the distribution 

of the impact within the population of the intervention is the 

fundamental difference between the DCEA, ECEA and the 

traditional cost-effectiveness analysis.20,21

Conclusion

Universal health coverage driven by the WHO cannot be reached 

without equitable distribution of healthcare resources. Equitable 

allocation of health resources can be achieved by understanding 

the level of inequalities existing within the healthcare system and 

by using the best methods promoting equity while allocating 

resources.
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