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Honourable Members of the Executive 

Honourable Members of the Legislature, 

Maaparankwe a a mpusang,

Ladies and Gentlemen. 

Minister Gordhan in his Medium Term Budget Policy Statement (MTBPS) said “We want to assure our people that we will address inefficiency, extravagance and waste in public administration, for trusteeship is at the heart of the contract between government and its citizens”. Equally important Premier Modise in her State of the Province Address said, “We will encourage and enforce improvement in spending and commitment to service delivery”.

Honourable Speaker, it is unfortunate to report that we had hoped last year in October when the Minister of Finance tabled the 2010 Medium Term Budget Policy Statement (MTBPS) that the world and our economy would recover, this has not occurred. Now we are in a period of heightened uncertainty and are faced with deteriorating economic outlook, both globally and locally.

For the past few months we have witnessed as a country, the deteriorating and deepening crisis in Europe especially in Greece and now Italy that has brought new financial and economic challenges which threaten the ability of the world economy to record sustained improvement and also lessen the chances of relatively good global growth. 
The Minister of Finance describes this as one in seventy years occurrence for which we can take nothing for granted.

It is for this reason, that as the country which operates within the global economic environment, events affecting the economy of our major trading partners like Europe and United State of America (USA) remain a cause for concern. These developments have the potential to frustrate our efforts for continued economic growth and development. 

Honourable Speaker, if one follows the unfolding events within the Eurozone; indications are that we are heading for a second recession largely because response in the Eurozone and US to the financial crisis of 2008 did not have the desired effects. 

A recession is potentially imminent and the question which is on everybody’s mind including world leaders, economists and policy makers is when will it happen rather than if. 

Whilst Europe and USA are struggling, Brazil, India and China are recording economic growth rates accompanied by rates of inflation suggesting that these economies will be subject to overheating. So we are caught between the gloom of the developed economies and the risk that the fast growing developing countries will crash. It is not pretty and these risks, which are completely out of control and not of our making, require us to be both vigilant and cautious.

Honourable Speaker, our observation of the global economy is that we are still far from global financial crisis and as such we need leadership and political decisiveness from Europe.  

Honourable Speaker,

I could not agree more with Minister Pravin Gordhan in his Medium Term Budget Policy Statement when he said “for the past two years we have felt the shock waves of financial crisis, first in the United States and the UK, now centered in Europe”. The sooner we accept this reality as South Africans particularly our province, the better.

The economic meltdown has hit the strong economies therefore we need to wake up and smell the harsh reality. Actions of most of us show that our noses have not woken up to this reality. The consumer price index is at ± 3% according to Statistics South Africa.
OUTLOOK FOR THE SOUTH AFRICAN ECONOMY

The report card on our economic outlook is summarized by the Minister of Finance when he said “In reporting on the outlook for the economy, we have to take account of the slowdown in the world economy and continuing uncertainty associated with the unresolved European debt crisis and sluggish growth in the United States. Global trade and growth at present are mainly driven by continuing expansion in China, India and other fast developing countries”.

For the first quarter of this year, the annualized GDP growth rate was recorded at 4.5 percent and slowed significantly in the second quarter to 1.3 percent. The projected growth for the 2011 as a whole has been revised downwards to 3.1 percent. In looking at the period ahead, it is projected that the country would only reach the 4 percent growth rate in 2015 and the consumer price is expected to stabilize at 5 and half percent a year.

Of major concern for the country is the high growing government debt which has risen from 23 percent of the GDP in 2009 and is projected to stabilize at around 40 percent of GDP in 2015. The high levels of debt are worrisome and unsustainable as we do not burden on future generations. 

Interest repayments on debt are the first charge of the national revenue fund. If we were growing debt to pay for investment in infrastructure and other capital assets that generate economic growth and stimulate job creation, it would be desirable. Unfortunately our growing debt stock is financing consumption which puts us in an uncomfortable territory. 

As announced by the Minister of Finance, we expect R13 billion under-collection of national revenue, meaning that the revenue is not sufficient to cover non-interest expenditure items and interest payments continue to grow. Moreover, the gap between revenue and non-interest expenditure items remains wide. In order to continue growing government expenditure to fund the programmes identified in the MTBPS, government will borrow an additional R205.5 billion next year.

On the same breath, the department resolved at its recent strategic session to strengthen and to enforce its legislative mandate as guided by the PFMA and MFMA. It is Provincial Treasury’s responsibility to exercise control over the implementation of the provincial and municipal budgets.

It is indeed worrying to see the departments and municipalities’ continued trend to spend on non-core functions despite the Premier’s plea to direct funds to service delivery. We cannot continue with this behavior. We are in this government to service our people not to serve our interests. Let us be responsible and do what is right. 

Finance department has therefore taken a turn to firmly ensure prudent financial management and that state funds are used for their intended purposes. 

Honourable Speaker;

It is important to lay a foundation with this year’s adjustment budget on the fact that Finance will strengthen itself to be seen for its legislative responsibilities.

We are turning the tide towards practices that promote efficiency as opposed to wasteful management of public resources. These practices draw us backwards in terms of service delivery improvement. They come at the price of citizens who have put us in power with the confidence and belief that we will responsibly manage resources at our disposal to provide them with services. 

With limited resources at our disposal, it is imperative that we face the reality and reprioritize according to the needs of our people.

The sorry state of some municipalities in our province needs urgent attention by politicians, administrators and communities. Politicians need to do their oversight role and not rely only on the reports from their administrators, especially with regard to financial management matters.

Although many municipalities have conformed to the new budget format, total compliance needs to be enforced to change the state of their financial affairs. The same goes to our provincial departments. We also need to provide guidance to parastatals and ensure that these entities through their programmes contribute to the attainment of the provincial priorities. 

Pegelo ya moruni kakaretso ya ngwaga wa ditshelete wa 2010/11 ka ga mafapha le bommasepala e tlhotlha mafura a pelo gonne e bontsha fa go goga dinao le go ikgatholosa moono wa puso wa go rebola ditirelo o sa tsewe tsia go le kalo.
Bagaetsho, batho ba re ba tlhaetsang ditirelo ba, ke bana, bagolo le bokgaitsadia rona. A re fetoleng mokgwa o re naganang ka ona. The Premier said that we must hit the ground running. Kana ga ene e a komakoma ka ga maemo a moruo.

We are repositioning ourselves as a province to cooperate with municipalities to deal positively with challenges faced by municipalities. 

Honourable Speaker,

Our ailing municipalities need urgent attention. The Auditor General’s report of the past financial year highlights various critical challenges faced by municipalities and a lot of work still needs to be done. We need cooperation of municipalities to turn things around. Business as usual, incompetency, fraud and corrupt practices can no longer be accommodated. We need to prevent increasing protest actions by diligently working together to deliver services to our people. We will send students on internship to assist municipalities at the beginning of the year.
The department is currently driving the processes of improving supply chain management. We are in the process of developing a provincial commodity price index. We are known as a province that accepts poor quality services at exorbitant prices.

For service providers who have made it their business to deliver poor quality to government, the process of blacklisting is at an advanced stage. All government institutions have been issued with an instruction to fast track the process of blacklisting non performing service providers. That is corruption and we must not tolerate it.
PROVINCIAL EXPENDTITURE FOR THE SECOND QUARTER OF THE 2011/12 FINANCIAL YEAR WHICH ENDED 30 SEPTEMBER 2011

Honourable Speaker, it is important to reflect on our expenditure performance for the first six months of the current financial year. The report is intended to bring to the fore our state of finances, expenditure and highlight areas of concerns for correction and improvement. Provincial expenditure as at 30 September 2011 was 45 percent or R11,153 billion of the approved annual budget of R24,723 billion. The projected provincial overspending recorded in the September 2011 through In-Year Monitoring (IYM) reports is R726 million. All the departments are below the estimated 50 percent expenditure target and only two votes recorded 49 percent being Provincial Legislature and Social Development, Women, Children and Persons with Disabilities.

The provincial average spending of 45 percent is a two percent increase when compared to last year September 2010, where expenditure was at 43 percent. Spending on Compensation of Employees, Transfer Payments and Goods & Services are the highest at 49 percent, 42 percent and 39 percent respectively with spending on Land and Buildings at 37 percent. The spending levels on all the economic classification areas are below the estimated 50 percent. This trend of spending may result in under spending or March spike.

The provincial overspending on Compensation of Employees is projected at R356 million as at 30 September 2011. Main contributors to the projected over-expenditure on compensation of employees are Health at R165 million, Education R170 million, Social Development, Women, Children and Persons with Disabilities R21 million and lastly, Agriculture at R18 million.

Honourable Speaker, of great concern to us is the growing personnel budget in relation to capital expenditure. Appointments must be for critical are related to the core mandate of each department.
Of the equitable share of R19 billion, R14 billion (74 percent) is channeled towards compensation of employees. Given our developmental challenges as a province, we should re-direct funding to efforts that are intended to create jobs, attraction of investment, infrastructure development, SMME development and lastly beneficiation and processing of raw materials.

Honourable Speaker, spending trends relating to both conditional grants and infrastructure is not encouraging. The 2011/12 budget for conditional grants is R4, 7 billion with the expenditure at 38 percent or R1.8 billion. 

Honourable Speaker, the question that confronts us is: Why should the province lose money and suffer as result of the departmental poor performance on conditional grants? The province runs the risk of losing the money to other provinces and yet the need far outweighs our current conditional grant allocation. 

Following the budget hearings with departments in October, they have committed to a process where significant progress on expenditure will be registered in the 3rd quarter. Departments must deliver according to government priorities. The provincial infrastructure budget (excluding conditional grants) equals R1,055 billion and its spending is 25 percent or R268 million as at 30 September 2011. This is a 9 percent increase when compared to the same period last year,  where expenditure was 16 percent or R159 million of the allocated budget of R1,026 billion. 

Owing to the poor spending on infrastructure and conditional grants, department has instituted the following measures to improve spending and concomitant performance:

· Quarterly meetings with departments led by the MEC Finance to evaluate performance and agree on the improvement plans for implementation and monitoring. Engagements have already been concluded with the Departments of Education, Health and Social Development, Women, Children and Persons with Disabilities;

· Increased on-site visits to projects would be conducted to assess project implementation and status thereof and 
· Submission of credible projections and realistic expenditure plans would be emphasized on a monthly basis.
2011/2012 ADJUSTMENT BUDGET PROPOSALS

Honourable Speaker,

The adjustment budget proposal for 2011/2012 reflects an increase of R571 million which constitute a minimal growth of 2 percent from the main budget of R24, 464 billion, to the revised estimates of R25, 036 billion. Of the R571 million rollover of unspent conditional grants and equitable share; R332 million accounts for 58 percent. The balance of R239 million mainly relates to the additional funding in respect of Improvement in Conditions of Service of R210 million and conditional grant amounting to R29, 398 million. 

Office of the Premier

Office of the Premier’s budget has a net decrease of R9, 039 million. The department has surrendered an amount of R8, 604 million and R2, 364 million has been shifted to Finance as a result of the PERSAL function move and R1, 929 million from Finance for learnerships. 

Provincial Legislature

The Provincial Legislature budget is increased by 10 per cent as result of the additional funding of R8, 604 million (Constituency Allowances – R2, 175 million, Party Political Funding R4, 500 million and National Key Point earmarked for the upgrade of electricity – R1, 929 million ). The unspent R6, 078 million has also been rolled over, resulting in an upwards adjustment of R14, 682 million to the revised adjusted estimate of R166, 341 million.
Health

The department budget has been adjusted upwards by R92, 096 million to R6, 413 billion. This additional amount is comprised of R1, 499 million in respect of learnership funding and R90, 461 million to deal with personnel budget pressures.

Human Settlements (Public Safety and Liaison Branch)

The department benefited from the allocation of R1, 699 million in respect of learnership funding from Finance, resulting in an adjusted budget of R351, 831 million.

Human Settlements (Branch)

The Human Settlement Branch budget increases as a result of roll-overs to R1, 312 billion which includes the learnership funding of R1, 419 million and the following funding:

· Integrated Housing and Human Settlement Grant of R150 million;

· Housing Disaster Relief Grant of R15, 840 million 

· R6 million for the winding down of North West Housing Corporation.

Economic Development, Environment, Conservation and Tourism

The department receives a learnership allocation of R1, 9 million and a roll-over of unspent funds of R290 thousand for SABS accreditation of SMME’s bringing the adjusted allocation of the department to R458 million.

Social Development, Women, Children and Persons with Disabilities.

The budget increases by R15 million to address the budget pressures associated with compensation of employees and bringing finality to the funding shortfall for the implementation of OSD.

Education and Training

The department receives an amount of R163 million for roll-overs on unspent conditional grants as follows;
· R1,102m for Technical High Schools Recapitalization Grant 

· R10,121m for National School Nutrition Programme Grant 

· R50,883m for Education Infrastructure Grant 

· R3, 862m FET Colleges Conditional Grant 

· R90 million was allocated for salaries and related costs

· R2, 573 million was allocated towards salaries (ICS) of FET Colleges.

· R3, 960 million to Basic Education for post recovery and reconstruction projects.

Finance

An amount of R17.042 million is transferred to various departments for the implementation of Provincial Learnership Programmes. 

Local Government and Traditional Affairs

The department receives R11, 548 million of roll-overs on unspent equitable share and increase is reflected as follows;

· Revenue Enhancement Project- allocated R2.300 million;

· Traditional Affairs –an amount of R6.737 million;

· Traditional Affairs - Salary Increments - an amount of R1,682 million;

Sport, Arts and Culture

The department receives R30.399 million as the result of the following

· Mass Sport and Recreation Participation Programme of R6.499 million.

· Community Library Services Grant of R16.310 million.

Public Works, Roads and Transport

The departments’ budget has been adjusted upwards by R63.329 due to roll-overs on unspent conditional grants and unspent equitable share as follows;

· R3, 913 million is allocated for Provincial Roads Maintenance.

· R5, 280 million is allocated for Transport Disaster Management Grant.

· R33 million roll over for Road Maintenance (Mafikeng Revitalization). 

· For Commuter Bus Subsidies an amount of R17.3 million was received as a roll over. We will finalise the scholar transport with the relevant departments very soon.

Agriculture and Rural Development

The department receives R19, 773 million; R15million is earmarked for salary adjustments.

Conclusion

The low spending on conditional grants and infrastructure by the departments is worrying. We must stretch the rand we have to buy more during these tough periods.

Let me take this opportunity to thank you for giving us the opportunity to present and table this adjustment budget 2011/12 to the Legislature. I also thank Premier Thandi Modise and the Executive Council for the guidance and support. A big thank you to the Auditor General for the partnership during audit processes. I thank all Chairpersons of Portfolio Committees for their vigorous oversight, in particular the Chairperson of Portfolio Committee on Provincial Affairs and Finance, Chairperson of Public Accounts Committee, Accounting Officers, Chief Financial Officers and Team Finance.

Ke rata go tsaya tshono e, go eleletsa bana ba rona masego mo nakong e e masisi ya ditlhatlhabo, mme ke boe ke eleletse baagi ba Bokone Bophirima masego, katlego, nala mo matsatsing a boitapoloso a re yang re a lebile.

Ke ikuele mo go bone ke re: A re somareleng madi a re tla bong re a diretse ka bothata ngwaga otlhe. Re gopole go rekela bana ditlamelwana tsa sekolo pele re ba rekela tsa maphatshipatshi a go kgatlhisa.

Ke bega ditokomana tsa matlotlo go ntlo-kgolo eno, mme buka ee tshotseng go le go ntsi e tla goroga ka Labobedi.

I thank you, Baie dankie.

Malebo
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