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10.1.16

10.1.17

10.1.18

10.2

The mandate of the NSG should the PAM Bill to cater for local
government regarding training as a school of choice for the
public service. Parliament recommends, therefore, that the
National Treasury provides more funding to the NSG after
requisite consultations have been made with the NSG and that
the NSG’s funding model and pricing should enable it to defray
training costs through proper pricing.

Parliament recommends that the NSG should present a clear
organogram layout, costing analysis, offerings tailor-made for
the revised mandate, objectives of the new mandate as well as
the income-generating map of the School. This
recommendation is not new, it is recurring because it has not
been adhered to.

Parliament recommends that the top heavy structure at the
NSG must also participate in course facilitation, training and
teaching in order to avoid excessive outsourcing and to derive a

value for money out of the structure.

Public Service Commission

The Committee recommends the following:

10.2.1

10.2.2

10.2.3

The PSC must speed up the consultation process regarding the
Public Service Commission Amendment Bill so that when the
Public Administration Management (PAM) Bill, which extends
the mandate of the PSC, is finalised by Parliament, the PSC’s
own amended legislation is tabled in Parliament.

Parliament recommends that the National Treasury address the
anomaly on the medium term budget of the PSC, especially the
2015/16 financial year as it shows a dramatic regression not
considerate of the inflation and procurement trends. This is a
matter of concern to Parliament and the PSC. The PSC’s
appeal for the rectification of this anomaly has not been given
necessary attention by the National Treasury.

Parliament recommends that the PSC conduct an independent
survey on perceived and felt change as well as commitment by
public servants after the introduction and adoption of the Public
Service Charter.
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11. Conclusion

The Portfolio Committee believes that if these recommendations could be
implemented, there will be a lot of progress concerning the objectives of the
Department, the entities and of the entire sector. Recurring challenges
would be resolved as quickly as possible if accountability regarding these
recommendations can be forthcoming from all the entities within the sector.
The Portfolio Committee will conduct its oversight to ensure that that

objectives and time frames set by the sector are met.

Report to be considered.

7. BUDGETARY REVIEW AND RECOMMENDATIONS
REPORT (BRRR) FOR THE: DEPARTMENT OF
PERFORMANCE MONITORING AND EVALUATION
(DPME), AND NATIONAL YOUTH DEVELOPMENT
AGENCY (NYDA), DATED 22 OCTOBER 2014

The Portfolio Committee on Public Service and Administration as well
Monitoring and Evaluation (the Committee), having assessed the
performance of the Department of Performance Monitoring and Evaluation

and National Youth Development Agency, report as follows:

1. INTRODUCTION
Parliament derives its mandate from the Constitution of the Republic of
South Africa. The strategic objectives of the Portfolio Committee are
informed by five strategic goals of Parliament. The functions of the Portfolio
Committee on Public Service and Administration as well as Monitoring and
Evaluation are as follows:

e participate and provide strategic direction in the development of the
legislation and thereafter passes the laws;

e Conduct oversight over the Executive to ensure accountability to
Portfolio Committee towards achieving an effective, efficient,
developmental and professional public service;

e Conduct public participation and engage citizens regularly with the
aim to strengthen service delivery; oversee and review all matters of

public interest relating to the public sector;

ANNOUNCEMENTS, TABLINGS AND COMMITTEE REPORTS NO 84—2014



Thursday, 30 October 2014] 2389

e Monitor the financial and non-financial aspects of departments and
its entities and ensure regular reporting to the Committee, within the
scope of accountability and transparency;

e Support and ensure implementation of the Public Service
Commission (PSC) recommendations in the entire public service

o Participate in the international treaties which impact on the work of

the Committee.

2. PURPOSE OF THE BUDGETARY REVIEW AND
RECOMMENDATIONS REPORT

In terms of Section 5 of the Money Bills Amendment Procedures and
Related Matters Act, No. 9 of 2009 the National Assembly, through its
Committees, must annually compile Budgetary Review and
Recommendation reports (BRRR) that assess service delivery and financial
performance of departments and may make recommendations on forward
use of resources. The BRRR is also a source document for the Committees
on Appropriations when considering and making recommendations on the

Medium Term.

2.1 Method
The Portfolio Committee on Public Service and Administration as well as
Monitoring and Evaluation compiled the 2013/14 BRRR using the following
documents:
e The National Development Plan: Vision for 2030.
e Medium Term Strategic Framework.
e 2013 State of the Nation Address.
e Management Performance Assessment Tool 2013
e Strategic Plans of the Department of DPME and NYDA.
¢ Annual Performance Plans of the Department of DPME and
NYDA 2014/15.
e 2013/14 Annual Report of the Department of DPME and NYDA.
e 2013/14 Auditor-General South Africa outcomes of audit
findings.
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3. NATIONAL DEVELOPMENT PLAN VISION 2030

The Department of Performance Monitoring and Evaluation supports the
national development plan’s objective of a government that is accountable
and transparent. The department’s focus is on strengthening accountability
and improving coordination, and it works with the National Planning
Commission to facilitate and monitor the implementation of the national
development plan. The department is responsible for mainstreaming the
national development plan into the work of government by drafting the
medium term strategic framework to guide government’s programme. The
strategic framework includes 14 outcomes, which form the basis of the new
performance agreements between the President and individual members of
Cabinet.

4. MANDATE OF THE DEPARTMENT OF PERFORMANCE

MONITORING AND EVALUATION

The mandate of the Department of Performance Monitoring and Evaluation
derives from section 85(2)(c) of the Constitution which provides the
President to exercise authority over members of Cabinet by coordinating
the functions of state departments and administration. The primary aim of
the Department is to improve government service delivery through
planning, performance monitoring and evaluations. The DPME has the
following key mandate:

e Facilitate the development of plans/delivery agreements for cross-
cutting priorities or outcomes of government, and monitor and
evaluate the implementation of these plans/delivery agreements

e Putin place and manage guiding frameworks for strategic planning
and annual performance planning in national and provincial
departments

e Monitor the performance of individual national and provincial
government and municipalities

e Monitor frontline service delivery

e Manage the Presidential Hotline

e Carry out evaluations

o Promote good monitoring and evaluation practices in government
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4.1 Department priorities over the medium-term

The priorities for the 2014/15 Annual Performance Plan of the Department
of Planning, Monitoring and Evaluation are informed by the 2011/12-
2014/15 strategic plan and the National Development Plan as translated in
the Medium Term Strategic Framework (MTSF) for 2014-19. The DPME
has through its outcomes monitoring and evaluation work, developed a
number of monitoring and evaluation tools to fulfil the below functions:

e Facilitation of the development of the Medium Term Strategic
Framework (MTSF), delivery agreements, performance
agreements between the President and his Ministers

e Assess departmental Strategic Plans and APPs to determine and
enhance their alignment with the NDP, MTSF, Delivery
Agreements and the budget.

o Focus on monitoring the implementation of delivery agreements
to achieve government outcomes.

e Evaluate critical government programmes, policies and plans to
determine their impact.

e Monitoring of management practices in national, provincial and
municipalities using the assessment tools (MPAT and LGMIM)

e Promote and strengthen participatory democracy through its
Citizen Based Monitoring Programme (CBM).

e The Presidential Hotline and the frontline service delivery
monitoring programme (FSDM) will continue to be implemented
to provide a platform for citizens to provide feedback on the

quality of services they receive from government institutions.

5. MANDATE OF THE NATIONAL YOUTH DEVELOPMENT AGENCY
The NYDA is a South African Youth Agency established primarily to tackle
challenges faced by the country’s young people. The institution was
established to be a single, unitary structure, to address youth development
issues at all spheres of government. The existence of the NYDA should be
located within the broad context of South Africa’s development dynamics.
Similar to many developing countries, South Africa has a large population
of youth with those between the ages of 14 and 35 constituting 42 per cent
of the total population.
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The Agency derives its mandate from legislative frameworks, including the
National Youth Development Agency Act, 2008 (Act of 2008) (NYDA Act),
the National Youth Policy (2009-2014) and the draft Integrated Youth
Development Strategy. The Agency assumed and improved the operational
platform developed by both Umsobomvu Youth Commission and the
National Youth Commission, which rendered the Agency operational with
immediate effect. The mandate of the Agency are as follows:

(a) Lobbying and advocating for integration and mainstreaming of youth
development in all spheres of government, the private sector and
civil society.

(b) Initiating, implementing, facilitating and coordinating youth
development programmes

(c) Monitoring and evaluating youth development intervention across
the board and mobilising youth for active participation in civil society

engagements.

6. MANAGEMENT PERFORMANCE ASSESSMENT TOOL RESULTS
2013
Management Performance Assessment Tool (MPAT) results (2013) are
aligned with the performance of the annual report 2013/14 financial year.
The Committee can use the results to strike the balance between audit
outcomes and MPAT. A statistical analysis was conducted on how the
MPAT standards relate to each other and to various independent measures
such as AGSA audit results. There is a strong correlation on the MPAT

scores and the achievement of annual targets of the department.

The standard relating to planning and monitoring, integrity, risk
management, organisational design, human resource planning,
performance management and management of unauthorised expenditure
had strong relationship to the achievement of annual targets. An analysis
also showed that that the standards of financial and human resource
management directly influence a department’'s achievement of annual

targets.
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The Department of Performance Monitoring and Evaluation had performed
well than other government departments. MPAT results highlighted areas
where the department need to strengthen such as Service Delivery
Improvement Plan, Promotion of Access to Information Act, lack of
approved fraud strategy, and diversity management in terms of women in

strategic position and employing people with disabilities.

7. DEPARTMENT PROGRAMME PERFORMANCE

7.1 Department of Performance Monitoring and Evaluation

7.1.1 Budget Allocated and Expenditure 2013/14

The budget appropriated to the Department of Performance Monitoring and
Evaluation for the 2013/14 financial year was R192 745 million. Department
expenditure was R191 727 million for all the programmes which is an
estimated of 99.5 per cent with a variance of R1 018 million. The bulk of the
budget has been used on compensation of employees and goods and
services. The Department had abolished the M&E Systems Coordination
and Support Branch (Programme 3) and its functions were integrated into
the remaining three programmes. The 2014/15 Strategic Plan and Annual
Performance Plan reflects three programmes not four as compared to the
previous years. Budget versus expenditure for the audit financial year of

2013/14 are as follows:

Appropriation per programme (R’000)

Programme Final Shifting . Adjusted . .
R'000 Appropriation | of funds Virements appropriation Expenditure | Variance
1. Administration | 59 595 0 1 595 58 000 59 575 20
2.0utcomes

Monitoring and

Evaluation 69 301 0 (2 339) 71640 68 330 971
3. M&E Systems

Coordination

and Support 8 798 0 (660) 9 458 8773 25

4. Public Sector

Oversight 55 051 0 1404 53 647 55 049 2
Total 192 745 0 0 192 745 191 727 1018
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7.1.2 Budget Allocation 2014/15

The Department of Planning, Monitoring and Evaluation’s overall budget
allocated was R192.7 million in 2013/14 financial year and it has increased
significantly to R208.2 million in 2014/15 financial year. The budget had
increased significantly due to additional mandate added to the Department
such as Assessment of Departments’ Strategic Plans, Municipal
Assessment Tool and Institutional Monitoring and Evaluation. The budget
of the Department of Planning, Monitoring and Evaluation is divided into

three programmes which are as follows:

Table 1: Budget per programme

Programme Allocated Medium-Term Expenditure Estimate
R million 201314 2014/15 2015/16 2016/17
Administration 59.595 63.8 62.7 66.8
Outcomes Monitoring and Evaluation 69.301 78.2 83.2 88.3
Institutional Performance Monitoring and evaluation | 63.849 66.2 73.8 77.6
Total 192 745 208.2 219.7 232.7

Reference source: National Treasury 2014

7.2 Programme performance

There are four programmes of the Department which are divided as follows:
7.2.1 Programme 1: Administration

The programme is responsible for providing strategic leadership,
management, administrative, financial and human resource services to
enable the Department to achieve its strategic and operational goals. The
programme is organised as follows Departmental Management, Internal
Audit, Corporate & Financial Services and Information Technology Support.

The department achieved 18 targets and 3 were partially achieved. The
Department had successfully developed and submitted Strategic Plan and
Annual Performance Plan to both the National Treasury and tabled to
Parliament on the appropriate time. Quarterly Risk Management Reports
were approved by Risk Management Committee within one month after the
end of the financial quarter. The department compiled quarterly internal
audit performance reports and submitted to Audit Committee and
management within one month after end of quarter. An average vacancy
rate of less than 10% was achieved throughout the financial year.
Monitoring and Evaluation Information Technology workshop were

conducted in national and provincial departments.
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7.2.2 Programme 2: Outcome Monitoring and Evaluation (OME)

The main purpose of the programme is to coordinate government’s
strategic agenda through the development of performance agreements
between the President and Ministers, facilitation of the development of
plans or delivery agreements for priority outcomes, and monitoring
evaluation of the implementation of the delivery agreements. The
programme has three sub-programmes which are Programme
Management for Outcomes Monitoring and Evaluation, Outcomes Support,

Evaluation and Research. Planned targets were not changed.

The department achieved 17 out of 20 targets. Only 3 targets were not
achieved. The department had achieved the followings activities: the
department translated the NDP into 14 MTSF chapters and submitted to
the Cabinet Lekgotla in July 2013. An Implementation Forums Monitoring
report was submitted to Cabinet by March 2014. The department submitted
quarterly monitoring reports on each outcome to Cabinet on time. The
department submitted on a quarterly basis summary outcome monitoring

reports covering all outcomes to Cabinet.

Evaluation studies target were not achieved as results of some
departments taking longer in procuring services of the evaluators.
Consideration should be taken that evaluations are complex and normally
take longer than anticipated to be completed. Cabinet had taken decision
that Department of Monitoring and Evaluation should procure on behalf of

departments’ services of the evaluators to speed up the process.

7.2.3 Programme 3: Monitoring and Evaluation System Coordination

and Support (M&E Systems)

The purpose of the programme is to coordinate and support an integrated
government-wide performance and evaluation system through development
and capacity building. The aim is to improve data access, data coverage,
data quality and data analysis across government. Programme 3 has three
sub-programmes which are as follows: Programme Management for M&E

Systems, M&E Policy and Capacity Building, and M&E Data Support.

All  sub-programmes have performed well both financially and non-
financially. The programme had 10 planned targets, 8 were achieved and

2 were partially achieved.
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The following are the achievements of the department, the department had
undertaken 5 surveys on the various elements of Monitoring & Evaluation
systems in national and provincial departments. The department held
8 learning networks events. The department had continuously embarked on
provision of Management Performance Assessment Tool (MPAT) technical
support and provided advice to three national departments and all
Mpumalanga provincial government departments. Concerning the M&E
policies and guidelines, department developed 3 guidelines which were
approved by the accounting officer. There was significant improvement
from 2012/13 financial year, the department published its development
indicators document on their website. The performance target forms part of
effective business applications output.

The department partially achieved the review of Government Wide
Monitoring and Evaluation System policy framework. Cabinet requested
that the document be reworked and resubmitted to Governance &

Administration cabinet committee, which has been done in 2014/15.

7.2.3 Programme 4: Public Sector Oversight (PSO)

The purpose of the programme is to coordinate and facilitate public sector
administration oversight services. The programme is responsible for the
implementation of institutional performance assessments and for the
monitoring of frontline service delivery in collaboration with other centre of
government departments. There are three sub-programme under the
programme 4: public sector oversight which are programme management
for PSO, Institutional Performance Monitoring and Frontline Service

Delivery Monitoring.

Expenditure trends of the programme over the past years illustrates that
department always spent fully its allocated budget and targets. In terms of
performance against planned targets, programme achieved 20 targets and

only one was partially achieved.

For the first time since inception of the performance assessment, all
155 DGs/HODs at national and provincial departments signed off the
Management Performance Assessment Tool reports for 2013/14 financial
year. Improvements were observed on MPAT KPA from both national and
provincial departments.
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40% of departments showed improvement on the MPAT results. The
department further compiled and submitted monitoring reports on key
indicators of management performance and service delivery. The Frontline
Service Delivery Monitoring (FSDM) Framework implementation tools and
guidelines had been reviewed, and presented to the Monitoring and
Evaluation Forum. Presidential Hotline is one of the target under
programme 4. A total of 47 case studies were compiled from target of 10.
Out of the complaints received, the Department had produced 8 service

delivery complaints trends reports.

The department had exceeded target of 120 new sites to be visited by
196 visits conducted. Comparing to the 2012/13 financial year, there was
decline from 215 baseline information of site visits. The site monitoring
reports were presented to the Cabinet. The department developed 10 case
studies which emanated from the site visits as part of developing

knowledge and learning on the field.

8 NATIONAL YOUTH DEVELOPMENT AGENCY
8.2 Budget allocated and expenditure

8.2.1 Summary and Analysis of Annual Financial Statements
The NYDA is primarily funded through funds appropriated in terms of the

annual Appropriation Act (and the Adjustments Appropriation Act). The
NYDA main appropriation is transferred through Vote 1 of Presidency
Office. According to the Estimates of National Expenditure, the budget
allocated to the Agency was R392.7 million for 2013/14 financial year. The

budget allocations are as follows over the years:

Appropriation per programme (R’000)

Description 2013/14 2013/14 Variance MTEF MTEF MTEF
final Actual Budget Budget Budget
budget expenditure 2014/15 2015/16 2016/17

Economic R52 000 R51 390 R609 509 R67 302 R76 350 R77 881

participation

Education and R45 800 R52 551 (R6 751 907) R90 317 R93 317 R95 189

skills

Health and R3 000 R4 332 (R1 332 903) R2 000 R2 100 R2 205

Governance

Policy and R24 141 R44 646 (R20 505 071) | R20 000 R10 000 R11 000

research

Governance R22 181 R3 150 R19 030 628 0 0 0

Total R147 122 R156 071 0 R180 254 | R181 767 R186 275
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8.3 Performance Programmes
National Youth Development Agency had five programmes which are as
follows:

8.2.1 Programme 1: Economic Participation

The main purpose of the programme is to enhance participation of young
people in the economy through targeted and integrated programmes. The
programme aim to facilitate and provide employment opportunities for
young people, to enhance the participation of young people in the
economy, aimed at increasing job creation, entrepreneurship participation

and skills development and to provide business support to young people.

Economic participation programme had 4 set targets which were all
exceeded by the Agency. However 1 target was under-achieved. The grant
funding programme was implemented and rolled out for the first time. The
programme is designed to stimulate entrepreneurship among South Africa
youth through provision grant funding, and business development support
services. A total of 765 new youth-owned enterprises were established
through the NYDA grant funding, while the agency targeted 500 annually.
The Agency made strides in facilitating youth placement which includes
employment, internship and training opportunities. A total of 2 416 was

exceeded from the set target of 1 500.

8.2.2 Programme 2: Education and Skills Development

The purpose of the programme is to promote, facilitate and provide
education and skills development opportunities to young people to enhance
their socio-economic well-being with the objective of facilitating education
opportunities. The aim is to improve access to quality education and to
facilitate and implement Youth Build, job-preparedness training, the
provision of scholarship and assistance to young people with rewriting their

Matric.

The Agency had 5 targets on the programme, 3 which were successfully
achieved. Under achievement was on young people enrolled in the NYDA
Matric (Grade 12) rewrite programme. The Agency targeted 3 000 young
people, however succeeded to achieve 568 (under-achieved) young people
enrolled in the NYDA Matric rewrite programme. The Agency launched the
Solomon Mahlangu Scholarship Programme aimed at supporting needy,
but academically deserving youth with scholarship support to undertake

higher education studies.
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Target was exceeded on the Solomon Mahlangu Scholarship Programme
which is important for the country which is confronted with socio-economy
challenges among the youth. 256 youth were supported through
scholarship from a target of 130. Through the Scholarship the Agency in
partnership with University of South Africa targeted students from rural

areas who passed matric but could not afford fees at tertiary institutions.

More than 896 761 young people were supported with individual and group
career guidance activities. The target was exceeded from 700 000. Youth
build programme attracted more young people in ploughing back to the
communities. 3 788 young people participated in the structured youth build
programme whereas the Agency planned to attract 1 500 youth. The target

was exceeded.

8.2.3 Programme 3: Health and wellbeing

The purpose of the programme is to initiate interventions that help
increasing awareness of the healthy lifestyles that promote good health
practices among the youth of South Africa. The strategic objectives are as
follows, to facilitate access to the health and well-being programme, and to

provide health and wellbeing interventions to young people.

Programme health had 2 planned targets which were achieved. During the
period under review, a total of 5377 young people benefited on health
programmes and interventions designed to improve health. The
programmes targeted in-school learners, as well as those who are out of
school in their communities. A total of four health and wellbeing
interventions were provided to young people during the period under
review. The first intervention was provided in Tshwane on 07 September
2013.

8.2.4 Programme 4: Research and Policy

The main aim of the programme is to create a body of knowledge and best
practice in the youth development sector, and to inform and influence policy
development, planning and implementation. The fundamental aim of this
area is to ensure that policies and frameworks that drive youth
development are developed, based on a body of knowledge and facts that

are relevant to the developmental needs of the youth of South Africa.
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The programme had 12 targets which were all achieved and some were
exceeded. The Agency produced 81 knowledge management and youth-
related research. During the period under review the Agency produced draft
Youth Employment Strategy for 2055. A total of 100 evaluation reports for
NYDA programmes and projects were completed, while 81 knowledge
management and youth-related research were produced. The agency
achieved its 3 targets on policies and legislative documents such as the
Draft Youth Work Profession Bill which was approved by the Board. The
year under review marked establishment of the Youth Development
Institute which was developed in partnership with University of
Johannesburg. The Institute would provide much-needed, high quality
research to inform youth development programme planning and policy

making.

Among achievements of the Agency was to lobby for the establishment of
youth directorates in 79 private and public entities. The target was
exceeded due to buy in from the municipalities to formulate the local youth
councils. Social media play crucial role in ensuring accessibility of
information. The Agency used social media platforms as an advocacy to
attract youth in accessing information. 1 060 461 young people access

NYDA information through access points.

8.2.5 Programme 5: Governance

The goal is to efficient and effective utilisation of resources through
provision of junctions governance, technology and systems, business
operations systems, human capital, financial management system that

adhere to relevant legislative requirements for public funded entities.

Under the governance programme, the Agency had 4 targets and 3 were
achieved. Only 1 target was not achieved. A total of 32 access points were
established during the period under review through partnership that were
concluded with other stakeholders. An Information Communication
Technology (ICT) analysis report was produced. A total of 486 staff
members were trained and capacitated to deliver on NYDA products and
services. The annual target of 400 employees trained was achieved and
exceeded as result of performance enhancement through training and
deployment of participants in the Namibian-SA Exchange Programme and
CEDO in the NYDA branches.
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9 AUDITOR-GENERAL OUTCOMES

The Auditor-General have audited the financial statements of the
Department of Performance Monitoring and Evaluation which comprise the
appropriation statement, the statement of financial position as at 31 March
2014. The financial statements are in accordance with Modified Cash
Standards prescribed by National Treasury and the requirements of the
Public Finance Management Act (PFMA).

9.1 Predetermined objectives
The Auditor-General did not identify any material findings on the usefulness
and reliability of the reported performance information for the selected

programmes.

9.1.1 Achievements of planned targets

A total of 75 planned targets, 68 were are achieved and 2 were partially
achieved. The Department of Performance Monitoring and Evaluation had
received clean audit for the 2013/14 financial year.

9.1.2 Adjustment of material misstatements

The AG identified material misstatements in the annual performance report
submitted for auditing on the reported information of Programme 2:
Outcomes Monitoring & Evaluation, Programme 3: Monitoring & Evaluation
System Coordination and Programme 4: Public Sector Oversight. The
management of the department subsequently corrected the misstatements.
The AG did not identify any material findings on the usefulness and

reliability of the reported performance information.

9.1.3 Compliance with legislation
The department complied with applicable laws and regulations regarding

financial matters, financial management and other related matters.

9.1.4 Internal Control

Internal control in the department were considered to be relevant to AG
audit of the financial statements, performance report and compliance
legislation. The AG did not identify any significant deficiencies in internal

control.
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10 OBSERVATION

The Committee noted the progress and improvements on the achievements
of the set targets for 2013/14 financial year. The Committee commended
the Department of Monitoring and Evaluation on the response level of
Management Performance Assessment Tool 2013 report. The Department
should share the MPAT outcomes with other Portfolio Committees to
empower them in improving areas of weakness in management and
financial practices in their respective departments when conducting

oversight.

11 RECOMMENDATIONS

11.1  Department of Performance Monitoring and Evaluation

The Committee recommends the following:

11.1.1 The National Treasury should provide necessary funding to the
DPME in order to assist the department for more staff recruit to
deliver on its mandate of monitoring the municipalities, to
strengthen the planning and secretariat.

11.1.2 The Department should prioritise the implementation of the
Distressed Mining Communities projects in accelerating services
towards improving the lives of mining communities.

11.1.3 The Department should work towards achieving a target of 50 per
cent on women in SMS position and must go beyond the achieved

2 per cent of recruiting people with disabilities.

11.2 National Youth Development Agency

The Committee recommends the following:

11.2.1 NYDA should increase its accessibility and visibility in the rural
areas.

11.2.2 NYDA should have Memorandum of Understanding with
Municipalities, Thusong Service Centres and Tribal Authorities in
establishing functional youth offices.

11.2.3 The vacant 110 positions should be reviewed and filled if they are
key in terms of service deliver.

11.2.4 NYDA should ensure that grant funding is equitably shared across
all the nine provinces. NYDA should ensure that the provision of
grant funding contributes towards the priorities of the National
Development Plan in particularly unemployment, eradication of

poverty and economic transformation among the youth.
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11.2.5 NYDA should intensify the awareness of substance abuse.

11.2.6 The DPME should speed up the process of reviewing the National
Youth Policy and National Youth Development Agency Act 54 of
2008 as part of reengineering its youth mandate. The Agency
should account to the Committee about the reviewed policy when
completed in March 2015.

11.2.7 The National Treasury should provide additional R200 million to
the Agency on conditions that the funds would only be utilised for
programmes that are aimed at improving services to the youth.

11.2.8 The NYDA should report on the deliverables for both financial and
non-financial of its programmes on a quarterly basis to the
Portfolio Committee.

12 Conclusion

The Portfolio Committee believes that if these recommendations could be
implemented, there will be greater progress concerning the objectives of
the Department in monitoring and evaluating the entire public service. The
National Youth Development Agency must prioritise the implementation
plan of the turnaround strategy to overcome challenges confronted by the
youth. The Portfolio Committee will conduct its oversight to ensure that that

objectives and time frames set by the sector are met.

Report to be considered.

National Council of Provinces

1. Report of the Select Committee on Finance on the
2014 Revised Fiscal Framework, dated 30 October
2014

The Select Committee on Finance, having considered the 2014 Revised

Fiscal Framework, reports as follows:
1. Introduction

Section 12(3) of the Money Bills Amendment Procedure and Related
Matters Act, Act No. 9 of 2009 (the Money Bills Act) requires that the
Minister of Finance tables a revised fiscal framework with the national
adjustments budget if the adjustments budget effects changes to the fiscal

framework.
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Section 12(5) of the Money Bills Act requires that the revised fiscal
framework be referred to a joint sitting of the Committees on Finance for

consideration and report.

The 2014 revised fiscal framework, as part of the 2014 Medium Term
Budget Policy Statement (MTBPS), was tabled in the National Assembly by
the Minister of Finance on 22 October 2014. The Financial and Fiscal
Commission (FFC), South African Reserve Bank (SARB), and
Parliamentary Budget Office (PBO) made submissions at the oral hearings
on the MTBPS.

2. Economic outlook

There is general consensus amongst the analysts that global economic
growth will continue to be moderate and that growth will pick up momentum
in the second half of 2014 and in 2015. The International Monetary Fund
(IMF) has revised downwards the 2014 and 2015 Gross Domestic Product
(GDP) growth forecasts to 3.3 per cent and 3.8 per cent in 2015,
respectively. Growth in emerging markets is expected to expand by 4.4 per
cent in 2014 and 5 per cent in 2015.

The revised growth projections envisage a rebound in growth from both the
advanced and emerging economies in the remainder of 2014 and in 2015.
The IMF further assumed that geopolitical tensions would decline; that
activity in the United States and the Euro area would pick up and that the
emerging market economies would gradually lift structural impediments to
growth.

Major risks to the global economic outlook include geopolitical tensions;
monetary policy normalisation in the US; deflation; low growth turning into
stagnation in advanced economies as well as a decline in potential growth
in emerging economies.

Sub-Saharan Africa (SSA) is forecast to remain one of the fastest growing
regions. Economic activity in SSA remains robust, with growth projected to
average above 5 per cent over the medium term. The SSA outlook is
subject to risks such as a widespread contagion of Ebola in affected
countries; heightened fiscal vulnerabilities; volatility in the global financial
markets and lower growth in emerging market economies.
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The South African economy is growing at a moderate pace and continues
to perform below its potential. In line with the IMF, the South African
Reserve Bank (SARB) and the Bureau of Economic Research (BER), the
National Treasury has revised down its growth forecasts to 1.4 per cent in
2014, from 3.6 per cent in 2011. Similar to other analysts, the National
Treasury attributed the economic slowdown to structural constraints in the
economy. These include electricity supply and transport constraints, labour
tensions and skills shortages. The Fiscal and Financial Commission (FFC)
identified further constraints to growth as education and health outcomes
while the Parliamentary Budget Office (PBO) identified the ability of
spheres to implement cost-stabilising measures as a further risk.

Table 1: Macroeconomic performance and projections, 2011 — 2017

Calendar year 2011 | 2012 | 2013 2014 2015 | 2016 | 2017
Percentage change Actual Estimate Forecast
Final household consumption 4.9 3.5 2.6 1.9 2.3 2.8 3.0
' . 1.8 1.5 1.5 1.5
Final government consumption 4.3 4.0 24
Gross fixed capital formation 4.2 4.4 4.7 2.7 3.6 4.7 5.1
Gross domestic expenditure 4.6 4.0 2.2 0.9 2.6 3.0 3.3
Exports 6.8 0.4 4.2 3.1 4.2 4.7 5.2
Imports 10.0 6.0 4.7 1.0 4.1 5.0 5.6
Real GDP growth 3.6 2.5 1.9 1.4 2.5 2.8 3.0
GDP inflation 5.9 4.5 5.8 6.1 5.8 5.7 5.6
biﬁ:?;) at current prices (Rl 593571 3130.0| 3385.4| 36426| 39526 42958 46756
CPlI inflation 5.0 5.7 5.8 6.3 5.9 5.6 5.4
gtsrirgnt account balance (% of -2.3 -5.2 -5.8 56 54 52 50

Source: National Treasury

Economic growth is expected to rise gradually over the medium term,
reaching 3 per cent only in 2017. Moderate global growth; rising exports to
the African Continent; the easing of transport and logistics constraints;
stabilisation of electricity constraints and a recovery in private investment
are expected to support economic growth over the medium term.

The electricity and transport constraints as well as labour stoppages have
affected outputs in the mining and manufacturing sectors. The
manufacturing sector has struggled to recover from the 2009 recession and
the slowdown in Europe. Growth in manufactured exports has risen,
suggesting competitiveness and efficiency gains. The share of mining as a
percentage of GDP has been declining and the sector accounts for just
under 50 per cent of the country’s exports.
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The agricultural sector has grown strongly in 2014, mainly due to large
increases in maize and livestock production, favourable weather conditions
and higher prices.

The pace of job creation lags behind growth in the labour force, contributing
to persistently high levels of joblessness. The June 2014 Quarterly Labour
Force Survey (QLFS) conducted by the Stats SA showed that the official
rate of unemployment measured 25.5 per cent (from 25.3 per cent in the
first quarter) and increases to 35 per cent if discouraged job seekers are
included. Weak employment outcomes are reflected in slowing real
disposable income and household consumption growth.

Headline Consumer Price Index (CPI) remained within the 3-6 per cent
target range over the past four years and rose to 6.4 per cent in August
2014 due to a spike in maize and wheat prices coupled with the impact of
the weaker Rand on petrol prices. National Treasury and the SARB expects
Headline CPI to average 6.2 to 6.3 per cent in 2014, return and remain
within the target band over medium term. Risks to the inflation outlook
include exchange rate depreciation, higher electricity prices and possible
wage demands in excess of inflation.

Structural challenges, prolonged industrial action, a moderation in global
demand and declining commodity prices affected SA’s export performance
in the second quarter of 2014. The trade deficit deteriorated from 2.1 per
cent to 2.8 per cent of GDP in the second quarter of 2014. The current
account deficit is estimated to measure 5.6 per cent of GDP in 2014,
declining to 5 per cent of GDP in 2017. Despite increased volatility in
financial and foreign exchange markets and the downgrading by
international credit rating agencies in the first half of 2014, the balance of
payments proved to be fairly resilient. Capital flows have been sufficient to
finance investment.

The low level of domestic savings and high investment requirements,
increase the economy’s reliance on foreign capital flows, hence the “twin
deficits” that are larger than those of its emerging market peers. The twin
deficits combined with electricity shortages and low growth prospects are
seen as key risks by investors.

Risks to the domestic outlook include volatility and capital outflows from the
emerging markets (current account deficit); weaker Chinese growth; lower
commodity prices, lack of structural reforms in emerging markets; weaker
growth outlook and domestic supply side bottlenecks.
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3. The 2014 Fiscal Framework

South Africa’s fiscal policy is guided by the principles of counter-cyclicality,
debt sustainability and intergenerational equity. Over the medium term, the
focus will shift to debt sustainability, allocative efficiency and obtaining
value for money in public spending.

Government’s fiscal objectives aims to reduce budget deficit; stabilise debt

to ensure fiscal sustainability; continue to shift spending towards
government’s priorities and contain expenditure on goods and services and

compensation of employees.

The 2014 consolidated fiscal framework makes R1.2 trillion available for
spending in 2015/16, R1.3 trillion in 2016/17 and R1.4 trillion in 2017/18
financial years. Revenue of R1.055 trillion in 2015/16, R1.169 trillion in
2016/17 and R1.272 trillion in 2016/17 financial years have been set aside.
National Treasury expects a revenue shortfall of R61 billion over the
Medium Term Expenditure Framework (MTEF) period, R10 billion of which
will occur in 2014/15.

Government’'s tax revenue collection is highly dependent on the
developments in economic conditions both at a global and domestic level.
National Treasury proposed to increase taxes, the details of which will be
informed by the recommendations of the Davies Tax Committee Review
report. These increases are expected to generate R44 billion over the next

three years.

The framework estimates a budget deficit of 4.1 per cent of GDP in
2014/15, 3.6 per cent in 2015/16, narrowing further to 2.5 per cent in
2017/18, as economic growth and revenue collection pick up pace.

Table 2: Consolidated fiscal framework, 2013/14 — 2017/18

R billion/percentage of GDP 201112 2012/13  2013/14 2014/15 2015/16  2016/17 2017/18
Outcome Budget Revised Medium-term estimates

Main budget
Revenue 745.3 799.2 886.1 962.8 956.6 1 055.1 1169.4 1272.9
Expenditure 889.9 965.5 1047.8 1142.6 1136.3 1222.3 1308.4 1416.7

of which

Non-interest allocations 813.5 877.4 946.6 1024.7 1021.9 1090.8 1153.9 1222.0
Debt-service costs 76.5 88.1 101.2 114.9 114.5 126.5 139.4 149.7
Unallocated reserves - - - 3.0 - 5.0 15.0 45.0
Main budget balance -144.6 -166.3 -161.7 -179.8 -179.7 -167.2 -139.0 -143.8
Budget deficit -4.9% -5.2% -4.7% -4.7% -4.8% -4.1% -3.2% -3.0%
Consolidated budget balance -110.8 -136.2 -134.7 -153.1 -153.2 -144.5 -114.1 -118.7
-3.7% -4.3% -3.9% -4.0% -4.1% -3.6% -2.6% -2.5%

Source: National Treasury
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Government’s net debt as a share of GDP continues to grow, but the fiscal
package is expected to stabilise debt at R2.4 trillion (R45.9 per cent of
GDP) in 2017/18, an increase of R590 billion. South Africa’s debt-to-GDP
ratio increase is comparatively high among the emerging markets. Weak
economic growth has entrenched a structural imbalance between revenue
and expenditure.

Debt service costs for 2014/15 are expected to reach R114.5 billion,
increasing to R149.7 billion in 2017/18, the fastest spending growth of
9.3 per cent. Weaker rand exchange rate pushes the value of foreign debt
up; an increase in inflation increases the value of inflation linked debt and
weaker economic growth impacts directly on increasing government debt.

Government has proposed a fiscal package with five elements, which are
aimed at narrowing the deficit and stabilising debt over the medium term.
These elements are reducing growth in spending; adjusting tax policy and
administration; emphasizing long term planning and efficient resource
allocation; freezing government personnel headcounts and adopting a
deficit-neutral approach to the financing requirements of state owned
companies over the next two years.

The main risks to the fiscal outlook are economic performance, public
sector wage bill and balance sheets of state-owned companies (SOEs). A
further deterioration in the GDP would require consideration of additional
measures. Deviations from the CPI-linked cost of living adjustments will
require either a reallocation of resources or a reduction in government
employment. Capitalization for SOEs will be funded from sale of non-
strategic state assets and will not be drawn from tax revenue.

4. Committee deliberations and observations

During the MTBPS briefing by the Minister of Finance and at the public
hearings, the Committee:

41 Noted with concern that there were no submissions on the MTBPS
from civil society organisations, despite extensive advertisements
and overtures made by the parliamentary committee secretaries;
and that the three organisations making submissions were all
statutory bodies;
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4.2

4.3

4.4

4.5

4.6

4.7

4.8

Appreciated the presentations made by the FFC, the SARB, and the
PBO, and noted that while a good overview of the MTBPS and a
macroeconomic picture are provided, these presentations do not
contain any specific proposals or offer any alternatives to the
proposals in the MTBPS and do not sufficiently contribute in
assisting the Committee to consider the strengths and weaknesses
of different options to deal with the current economic and financial
challenges;

Noted that most of the FFC’s proposals to NT were accepted, and
that the FFC welcomes most aspects of the 2014 MTBPS, including
economic forecasts; fiscal consolidation; a moderate public sector
wage bill; government’s intention to intensify initiatives to combat
waste; inefficiency and corruption; proposals to increase taxes and
a deficit reduction programme;

As also noted in the Committee’s Budget Report, the Committee
believes that it is not sustainable for NT to keep rescuing challenged
SOEs who fail to improve their performance despite constant
support. The Committee accepts that there may be a need to sell
non-strategic assets, but is interested to know what criteria will be
used to determine what non-strategic assets are and on what the
terms they will be sold;

Agrees that while there are significant global constraints hindering
South Africa’s economic growth over which the country has limited
control, there are also major domestic constraints that can and must
be addressed, including badly managed labour disputes, energy
and transport challenges, skills shortages and some policy
uncertainties;

Noted that the current account and fiscal deficits combined with
electricity shortages and high electricity tariffs low growth prospects
are seen as key risks by investors;

Noted that National Treasury has allocated R561.1 million for
Employment Creation Facilitation;

Noted the input from the PBO that reducing the public sector wage
bill could serve to reduce domestic demand and lead to possible job
losses and reduce the prospects of economic growth;
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4.9

4.10

4.11
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Welcomed the government’s cost-containment proposals and
stressed the need to ensure that these contribute to the country’s
economic growth, job-creation and developmental goals; and noted,
further, that the FFC supported the NT’s proposals;

Supported the NT’s commitment to ensuring that fraud and
corruption are more actively combatted and fruitless and wasteful
expenditure are more decisively reduced; and

Noted that government’s anti-corruption task team has been
investigating 169 criminal cases involving 945 individuals. These
investigations have led to 54 convictions, with R1.8 million in assets
frozen and R105 million in assets forfeited.

5. Recommendations

Most of the recommendations below need to be linked to the deliberations

and observations in section 4 above.

5.1

5.2

5.3

5.4

NT needs to be very clear about the criteria it uses to define non-
strategic assets and the terms of any sale of these. NT also needs
to seek to ensure that the sale of these non-strategic assets do not
lead to job-losses or other unintended consequences that
undermine the country’s economic growth and developmental goals;

The sale of non-strategic assets, however defined, could be
contested and could take time. However, some SOEs need financial
assistance more immediately. NT will have to speedily finalise
measures to separate the commercial and developmental aspects
of the SOEs and other measures to assist the SOEs in ways that
contribute to improving their financial position in the interim;

The 2015/16 Budget will have to clearly set out how NT will realise
the assumptions of the MTBPS and mitigate the risks to
implementing it. The Committee will actively engage NT on this;

The NT needs to be clearer about how government is going to deal
with the domestic constraints to growth, including badly-managed
labour disputes, electricity and transport challenges, skills shortages
and some policy uncertainties;
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5.5

5.6

5.7

5.8

5.9

5.10

NT will have to, through a variety of ways, assist provinces and
municipalities to implement cost-containment proposals. The
Committee wants to be briefed on this periodically;

NT needs to more actively monitor the outcomes of the Jobs Fund
allocations, and the Committee will engage with the NT on this in
the first quarter of 2015. The Committee is keen to understand the
number, nature and quality of the jobs being created and how they
link to the country’s economic growth and developmental goals;

While the Committee recognises the need for foreign direct
investment, it believes that there is a need for greater focus on
domestic investment, and a right balance needs to be struck
between domestic and foreign investment;

NT needs to more clearly explain how government will more actively
combat corruption. The Committee will engage NT on this in the first
quarter of 2015. If government is more effective in reducing
corruption, there will be significant savings and NT will be in a better
position to more carefully decide on tax increases;

The 2015/16 budget needs to be more clearly aligned with the NDP
and the Medium Term Strategic Framework, and the Committee will
engage with the NT on this when reviewing the budget; and

In view of the lack of investor and public confidence in the prospects
of economic growth NT needs to far more actively communicate its
programmes and activities through the public media and its own
media and through other ways.

To better prepare to monitor and follow-up on the above recommendations,

the Committee further proposes:

As raised in the Budget Report, the Committee needs to engage
with the Public Enterprises Portfolio Committee on the performance
of SOEs and other related matters. The Committee will request the
PBO to undertake research on the financial aspects of SOEs and
other related issues, following consultations with the Public
Enterprises Portfolio Committee. A research report should be
presented to the Committee in the first quarter of 2015;
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2. Following the input by the PBO on the possible implications of
reducing the public sector wage bill, the Committee will request the
PBO to develop a research report for consideration by the
Committee in the first quarter of 2015; and

3. Parliament needs to look into new and more creative ways of
encouraging civil society participation in MTBPS public hearings in

future.

The DA reserves its position on this report.

Report to be considered
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