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Proposals around a SHI now centres onincreasing income taxes, which would beused to pay private medical schemes fortaxpayers. Labour has voiced its concern thatthis approach would substantially increase thecost of health care for workers earning over R3000 a month, while increasing governmentsubsidies for the relatively well off and not forthe poor. While government had worked closelywith the private medical schemes on itsproposals, it had failed to meet with organisedlabour and employers. 
THE SHI PACKAGEIn effect, the SHI proposal consists of fiveelements:• Regulation of the private sector to controlduplication and waste. These regulationsinclude the certificates of need, regulationon dispensing and control of medicineprices. Cosatu has agreed in principle withthe need to regulate the private sector,although specific measures have oftenproven poorly designed.• Increased spending on public health care. Inthe event, the public health budget has risenfairly steeply in the past two years, alongwith the rest of the budget. The SHI

proposals do not, however, spell out howmuch the budget should increase. Healthremains one of the most under-funded ofthe major public services. • Establishment of a state-managed healthscheme for the low-income group. • Restructuring of the current tax benefit formedical-scheme members. The tax benefit,which costs government around R10-billiona year, mostly helps the rich, both becausethey have a higher tax rate and becausethey are more likely to belong to medicalaids. The proposal is to redirect the taxbenefit to subsidise workers who belong tomedical schemes and who earn over R3 000a month.• A 4.5% increase in income tax, which wouldbe paid to medical schemes on behalf ofmembers. In effect, every income-tax payerwould automatically become a member of amedical scheme – either a private scheme orthe state-run fund – in return for theincrease in taxation. The vast majority oflower-income workers in this group do notcurrently belong to medical schemes. Theywould probably get better medical care, butthe cost of health care would rise fromaround 1% of their income today to 4.5%under SHI. Labour accepts the proposals on regulating theprivate sector, improving funding for the publicsector, establishing a state-funded medicalscheme and restructuring the tax benefits. Butthe proposal to increase taxes in order to forceworkers into private health care is notacceptable.
THE MAIN OBJECTIONS ARE: • Government tax revenue would simply beturned over to private health schemes. Anyrevenue from higher taxes should be used toimprove public health care.• The scheme would, according togovernment’s own estimates, mean that thegovernment subsidy for people earningenough to pay income tax (over R3 000 a

month) would be twice as high as for thoseearning less than the income-tax threshold. • The scheme would raise the cost of healthcare for workers earning between R3 000and R4 500 from around 1% of income toabout 4.5% of income. Governmentresearchers try to downplay this byexaggerating the cost of health care tolower-income workers today, claiming thatthe average low-income worker spends over20% of their income on private health care.According to government surveys, the figureis in fact about 1%.• By increasing the cost of health care, thescheme would ultimately increase theburden on the economy as a whole. SouthAfrica already spends more than mostmiddle-income countries on health carerelative to the GDP, essentially because ofthe large and inefficient private sector. TheSHI proposals would aggravate the situation. • In order to gain support for the proposal, itappears that government researchers arefudging the facts. They claim that therevenue from the proposed tax plus changesin the current tax benefit would besufficient to cover medical scheme care forall taxpayers. They reach this conclusion,however, by assuming dramatic reductions inthe cost of care compared to current trends.If costs do not go down as much, the tax-funded system could fall into a serious crisis. If the scheme could deliver quality privatehealth care to workers earning R3 000 a monthfor 4.5% of their income – R132 a month –then many workers might consider itacceptable. The risk is that government hasunderestimated the cost, and has to eitherincrease the tax or reduce the quality of care. Even if many workers consider the schemedesirable, however, the question remains whythe increased tax revenue could not be used toimprove public facilities for all South Africans.It seems odd to simply take government taxmoney and hand it over to private medicalschemes.
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Cosatu on SHI
Government has continued to

work on proposals for a

Social Health Insurance (SHI)

Scheme. Organised labour

has expressed its concern

around the impact of the

scheme on workers. Cosatu

presents its view…
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